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DIGEST OF TESTIMONY 


WEDNESDAY, NOVEMBER 23, 1955 


Mr. Burns made a statement on the hearings for the day, pointing out 
that people had raised the question of GM’s advertising program referring 
to “genuine parts,’ contending that “it is an unfair trade practice to 
imply that the products which these independent jobbers are endeavoring 
to sell is not of the same quality as the one which happens to bear the 

rademark of the General Motors car division.” 

Another thing that interests the committee is the difference in the 
amount GM pays for original equipment and for replacement parts. 

A third question that interests the committee is whether GM can, 
through its bargaining power, get a better price than competing auto- 
mobile manufacturers. 

Senator O’ Mahoney reiterated that the subcommittee is not primarily 
concerned with finding violations of antitrust laws, but is seeking infor- 
mation so that Congress may determine what, if any, changes should be 
made in antitrust statutes. 

Nor is the committee interested in establishing Government controls. 
The Constitution gives Congress the right to regulate commerce—not to 
control it. 

However, the picture as it has developed before the committee, shows 
a steady trend toward establishment of absolute control over the auto- 
motive industry by General Motors. The problem is to determine if 
this should continue. 


Statement of L. L. Dodge, director of planning and budgets, Dana Corp. 

Statement of identification. 

Dana Corp. manufactures automotive parts. 

They sell transmissions and component parts to car divisions of General 
Motors. They have sold and are selling other parts and automotive 
frames to GM divisions. 

He had received a subpena from the committee asking him to produce 
certain contracts which Dana has with General Motors Corp. 

He also produced pricelists of the Dana Corp. covering some of the 
items sold to GM. Some parts are not shown as they are manufactured 
only for GM and are not in open stock. 

He has two types of contracts. One issued ‘for the purchase of 
material or original equipment which goes into the vehicle as original 
equipment.” Others are contracts for ‘component parts that go into 
our assemblies that are sold to General Motors for their replacement 
parts.”’ Those are the parts for which there are list prices and which 
are offered to the trade. 

The contracts containing items used as replacement parts do not 
include completed assemblies. 

Does not know if parts sold for original equipment appear in the 
replacement market. 

Their products are distributed through independent warehouse 
distributors. 

They would sell replacement items tailored for GM ears to these 
independent distributors if General Motors had not paid for the tooling. 
This is company policy. He does not believe GM has ever stated in the 
contracts or otherwise the tools could not be used for others. 

“Tf we wanted to make some other tools and make that part we could, 
but we cannot afford it.’’ 

Although the tools belong to GM, the parts do not until they are sold 
to them. He added that the majority of parts, however, are made with 
their own tooling. 

In the latter case, the y sell to any of their customers. 

It is general practice in the parts manufacturing business not to sell 
to other manufacturers or distributors parts made with tools owned by 
another firm. 

Other car manufacturers also pay Dana for tooling for some items made 
especially for them. 

Some companies pay for tooling in a lump sum, like GM does, some 
pay for it “through the piece price over a certain number of pieces.” 
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DIGEST OF TESTIMONY 


One contract which ran from April 16, 1951, through January 1, 1952, 
provided that Dana would supply 100 percent of GM’s truck and coach 
division requirements for propeller shaft assemblies. Before entering 
into such a contract, Dana ‘“‘would secure from a customer his approxi- 
mate monthly or annual requirements. Once that has been determined, 
they then issue, after the contract is written, releases against these con- 
tracts, monthly releases for us to procure materials. At the present it 
takes from 4 to 5 months’ lead time to get materials and process through 
the shop.”’ 

There is nothing in the contract to protect them against excessive 
demands at any time. 

Their contracts with GM usually run for 6 months. 

“We have no parts that we have granted General Motors shop rights 
on because we have no items that still carry patents, and that would be 
the only case,’’ he believes, in which shop rights would be granted. They 
give shop rights only on contracts where they make a certain percent 
and do not know who will make the other percent. 

GM has no right to examine Dana production methods or their books 
of account. 

Dana arrives at its prices by getting the estimated amount of require- 
ments, estimating what the cost of manufacture will be; adding to that 
their administrative costs and on top of that a profit. 

These figures are then submitted to the purchasing officer who may 
say the cost is too high. In some cases it may be pared more; in others, 
they may refuse to lower the price. 

Mr. Dodge has never sat in on the conferences where prices with GM 
are negotiated. It has never been reported to him that GM threatened 
them in any way, however. 

One contract drawn up by GM has a number which indicates it is for 
original equipment. In the body of the order ‘“‘they do state they have 
the right to issue releases against this contract to cover production and/or 
parts and service requirements.’”’ This means the equipment can be 
used in the aftermarket, for replacement purposes. 

A GM contract such as this sets a fixed price for the item regardless of 
its intended use. Dana cannot tell if it is going into the replacement 
market or not. 

There is no difference in packaging of original equipment or replace- 
ment equipment. 

They sell parts to an automobile manufacturer at about 1 percent less 
than to warehouse distributors. The difference is in the cost of handling. 

They have received very few complaints from their distributors about 
GM’s underselling them on identi¢al items. 

Dana does not give quantity discounts frequently. 


Statement of Reub Schrank, secretary and sales manager, Lee Motor 
Products, Inc. 


Statement of identification. The executive secretary of the Auto- 
mobile Warehousing Distributors’ Association suggested he appear 
before the subcommittee. His firm is a warehouse distributor of auto- 
motive parts and a member of the association. 

Up until 1947 his company was a United Motors Service distributor. 
At that time they were visited by UMS officials and told UMS did not 
like the “type of trade’’ they were selling to. The company “objected 
to this encroachment”? by General Motors on its independence, and 
dropped the UMS line. 

UMS people objected to Lee’s selling to wreckers whom they con- 
sidered as jobbers. 

These wreckers sell both new and used parts to service stations, 
garages, etc. 

The majority of their business is not with wreckers but with ‘‘so-called 
legitimate jobbers.’”’ Their business is composed entirely of jobbers. 

UMS later told them they could have the line back, but they would 
have to dispense with one line they were handling, the Monroe shock 
absorber line, which is competitive with Delco. 
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It is his opinion that GM is violating antitrust laws in several ways. 
“They are presenting unfair competion to ourselves and to other inde- 
pendents in the parts business. First of all, we feel that GM is trying 
to control all phases of the parts industry. They manufacture the car, 
maintain the service and repair jobs, distribute the spare parts, and then 
try to coerce the new-car dealers and parts jobbers into handling their 
parts exclusively. They force their dealers to buy parts from them in 
several ways: 

**(1) By verbal coercion. (2) Through insistence on their dealers 
handling so-called genuine parts, when in reality these ‘genuine’ parts 
are manufactured by outside suppliers and often supplied to independ- 
ent wholesalers as well as to the car manufacturers. (3) They have 
created jobbers of all their dealers with their rebate program, as apply- 
ing to resale of parts. (4) Their price policy gives GM dealers unfair 
advantage over non-GM dealers whe are prevented from buying GM 
parts at comparable prices. (5) GM dealers have unfair advantage 
over similar repair stations and garages because of the GM price policy.” 

They also feel ‘‘that GM Corp. sells their parts to jobbers and then 
prevents them from buying competitive lines in the following ways: 

(1) With mental coercion. (2) With threats of setting up competi- 
tors. (3) By threats of taking certain ‘captive’ lines away.” He cited 
specific examples. 

teferring to the offer UMS made to Lee to again handle the UMS 
line, Mr. Schrank said they were approached by the zone manager. 
Mr. Osadcky, the zone manager, told Mr. Schrank personally that Lee 
would have to discontinue the Monroe shock absorbers. The president 
of Lee was also present. 

“In connection with GM insisting on so-called genuine parts, it 
seems a little strange in view of the fact that GM has just announced 
their intention of manufacturing parts for the aftermarket for cars not 
of their manufacture.’”’ These are replacement parts. 

GM sells “package” deals to jobbers while giving rebates to new-car 
dealers on resale of parts, which makes them jobbers. ‘‘All this adds 
up to only one thing—GM’s parts policy is on the road to creating a 
mcnopoly. 

“They now control about 50 percent of all of the new-car manufac- 
tures and are trying to control as larger or larger a share of the paris 
market. In other words, it appears that they are trying to get all the 
business relating to GM cars from the eradle to the grave.’’ 

They feel the ‘‘present laws should be enforced and amended to ob- 
literate this sword of Damocles hanging over the heads of the dealers, 
jobbers, and manufacturers.” 

Does not object to a car manufacturer making and selling all his own 
parts, but does object to his requiring a dealer to obtain and use only 
the manufacturer’s parts. 


Statement of Robert W. Murphy, vice president and general counsel, 
Borg-Warner Co.; accompanied by C. C. Blanchard, service manager, 
Borg & Beck division, Borg-Warner Co. 

Statements of identification. 

Borg-Warner Corp. was founded in 1928. “It was the merger of 
four companies supplying automotive parts, and primarily, it is a 
collection of small business, so to speak, companies, suppliers of auto- 
motive parts that have remained fairly independent.” 

The Borg & Beck division makes clutches and torque converters. 

Listed various automotive parts manufactured by Borg-Warner and 
mentioned some of those sold to GM. 

They sell clutches to many GM divisions. They brought with them 
contracts between Borg & Beck and GM which are illustrative of 
the kinds of contracts they have with General Motors. 

Inserted in the record at this point first pages of two contract forms of 
GM. 

They frequently use the GM contract form, which ‘‘actually is very 
much like a purchase order.”’ 

Inserted in the record the back of one of the contracts to illustrate 
terms and conditions. 
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When a form has “Production” at the top, it indicates the contract is 
for original equipment. 

On the second page of one contract the following appears: “Borg & 
Beck division to furnish as completed assemblies approximately 50 per- 
cent of the total requirements of clutch-driven plate assemblies for all 
Chevrolet models. This is to be made up of all service, Walkerville 
and Tonawanda requirements.’”’ This means that Chevrolet agreed to 
purchase from them 50 percent of its requirements during the contract 
period, October 1, 1954, to December 31, 1954. 

They manufacture parts for Chevrolet using tools bought by Chevrolet. 
Mr. Murphy said all the parts they make ‘‘are at the customer’s specifica- 
tions, individual blue prints, and it is almost unknown—it is very 
unusual, at least, when two companies require exactly the identical part; 
the part is worked out to accommodate the specific requirements of the 
car and engineered for that car.” 

A “service” contract refers to parts used in servicing, sent to GM’s 
parts department warehouse. 

When parts are shipped in bulk instead of being handled separately, 
there is an extra charge for stamping the part number. 

Thus, if GM buys under the service contract, the replacement con- 
tract, they can buy in bulk for the same price they pay for original 
equipment, except for the 1 cent they pay for stamping on the parts 
number. If it were packaged, the item would cost 12 cents more. It is 
assumed that if GM buys in bulk they do their own packaging. If GM 
had Borg & Beck do the packaging for them, the packages would carry 
the General Motors name but not the Borg-Warner name. 

A patented item would be identified by the name of the firm and the 
patent number. They would not sell the identical item to the replace- 
ment market but would sell a similar product which serves the same 
purpose. 

‘he Borg-Warner Service Co. sells directly to independent jobbers. 

They set their suggested prices “somewhere near what General Motors 
publishes for that similar part.” 

Mr. Murphy explained that ‘‘a car owner might take his car to get a 
replaced clutch, a new clutch, to a Chevrolet dealer. On the other hand, 
he might take it to a garage. Now if we are going to sell for that latter 
market which is after all the market to which Borg-Warner service parts 
is designed to sell, then a price must be set that would meet the dealer’s 
price for the same purpose. For that reason historically this has gone 
back many, many years, from the beginning, the price, the suggested 
list price for Borg-Warner service parts to the ultimate consumer, the 
car owner, is the fixed price after seeing what the car manufacturer 
suggests for his dealers to charge.”’ 

In this industry, the car manufacturers set the suggested resale price. 
This practice is followed without any written document of any kind. 

Their pricing for the replacement market is not based primarily on the 
price that is negotiated for Chevrolet, ‘‘but upon the Chevrolet suggested 
list price to the ultimate consumer, because we work back from that, 
rather than down from the price at which we sell to Chevrolet.” 

Their prices to Chevrolet are negotiated in each case, as they are in 
the case of any manufacturing customer. 

They do not reveal any particular elements of cost to the customer, 
however. 

Committee insert of an advertisement entitled ‘“Genuine Chevrolet 
Parts.”” The picture shows two clutch discs which, Mr. Blanchard 
said, look like the kind of clutch dises they were selling Chevrolet at 
the time the ad was taken, in October 1953. 

The discs they were selling to their independent dealers at that time, 
which were recommended for use in Chevrolets, were the substantial 
equivalent of the one sold to GM with the GM name on it. 

Mr. Murphy said they could not be sure a clutch disc shown in the 
advertisement was a Borg & Beck disc. 

A Borg & Beck clutch would meet the definition of a ‘‘genuine Chev- 
rolet part.” 

Clutches made for sale in the independent trade are slightly different 
from those made for Chevrolet, but in no way inferior. It works just 
as well. 
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Statement of David Clarke, attorne 3 Thompson Products Co. 

Statement of identification. 

The company manufactures automotive parts. 

They have negotiated contracts with General Motors—‘‘requirement 
contracts that vary anywhere from 20 to 100 percent of General Motors 
requirements.” 

It is his understanding that all prices are negotiated with GM. The 
prices shown in his statement apply for replacement parts as well as for 
original equipment, as they are the same. 

Thompson ships valves to Chevrolet in bulk lots. They also sella 
“similar valve that has the same application to distributors.’”? The price 
charged a distributor is higher than that charged to GM. 

The difference in price is caused by the necessity for additional han- 
dling of valves sold to distributors. Another factor is that Thompson 
offers ‘‘obsolescence protection” to all distributors who handle the line 

They have a suggested list price which they furnish to distributors who 
in turn furnish it to their customers. Their suggested prices are deter- 
mined by competition. ‘‘And if the Thompson suggested price is out 
of line with another manufacturer’ they soon hear about it and make 
corrections, keeping in line with competition. Their prices may be 
higher or lower than those of their competitors. 

He knows of no other manufacturers who sell valves to Chevrolet 

The valves sold in the independent market are similar to those used 
as original equipment in Chevrolets, but there are some variations in 
them. 

The Thompson valves are not inferior to those used in Chevrolets. 

They make one intake valve for GM which uses a more expensive 
steel than they use in the regular Thompson valve. 

Thompson has outside counsel and outside accountants who have 
advised ‘“‘that the difference in prices (between GM and independent 
distributors) can be fully cost-justified, the actual cost that we sustain 
by dealing with distributors as against dealing with General Motors.” 

Mr. Clarke believes they have not been hurt by General Motors 
advertising about “‘genuine parts.” 

Mr. Murphy felt the Borg-Warner parts are just as good as GM parts, 
and “it would be unfair to call one ‘genuine’ and not the other one.’’ 
But there are other manufacturers who might not make such quality 
products. He does not feel the advertisement on genuine parts refers 
to them. 

There has been no pressure put on Borg-Warner to discontinue or 
cut down on independent parts distribution, even though they do 
compete with GM. 


Monpbay, NOVEMBER 28, 1955 


Mr. Burns, in an opening statement, said the subject for study would 
be ‘“‘the competitive effect of the relationship between General Motors 
Corp. and its wholly owned subsidiary, General Motors Acceptance 
Corp., the largest sales financing company in the world.” 

In 1954, automobile retail financing amounted to about $12.5 billion, 
or 42 percent of all consumer installment financing. ‘‘There are two 
kinds of automobile financing: wholesale purchase of cars from the 
manufacturer by dealers and retail purchases by the consumer.”’ Retail 
financing is handled by both finance companies and banks. ‘During 
1954 the finance companies handled over 51 percent of the retail financing, 
or about $6.5 billion. Among those finance companies GMAC had 
approximately 34 percent, or approximately $2.3 billion * * In 
1954 GMAC’s wholesale financing amounted to about $3.5 billion, more 
than twice as much as the next largest company.”’ 

“A pattern of financing was * * * developed by which GMAC did 
most of the financing for GM dealers. Ford established a relationship 
with Commercial Investment Trust and Chrysler with Commercial 
Credit. The practices thus brought about were attacked by the Gov- 
ernment which filed indictments in May 1938. There were three 
separate cases: one against GM and GMAC; one against Ford and CIT 
and a third against Chrysler and Commercial Credit. On November 15, 
1938, the indictments in the Ford and Chrysler cases were dismissed and 
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civil suits were substituted in which consent decree were entered pro- 
hibiting certain practices and arrangements. The GM case was tried 
and resulted in a verdict of guilty on November 16, 1939, which was 
affirmed on appeal. 

“Since a criminal conviction does not have the effect of enjoining the 
continuance of the unlawful practices, the Government filed a civil 
antitrust suit against GM and GMAC on October 4, 1940. This case 
was finally terminated on June 17, 1952, by a consent decree. In filing 
the suit the Government charged that the power which had been exer- 
cised to create unlawful conditions could be eliminated only by ending 
the stockownership of GMAC by GM. However, the consent decree 
did not order this divestiture.” 

Although GMAC has extended financing to other fields, this testimony 
will deal only with automobile financing. 

Senator O’ Mahoney said, ‘It is really not too much to say on the 
basis of the figures that have been compiled by our staff that General 
Motors and Ford, at least, have grown to such proportions that they can 
borrow money cheaper than the Government of the United States.”’ 

When a company has grown to such a financial position it can compete 
with the Government for low interest rates on unsecured notes, it is 
indicative of ‘‘a concentration of economic power that is equal practically 
to the Government itself. It is something which makes it necessary 
for this committee to continue this studv.”’ 

Senator Wiley contradicted the statement made by Senator 
O’Mahoney. He does not believe this situation is an indication of undue 
concentration of power, but rather is an indication of a healthy economy. 

Senator Langer asked why the action against GM began in 1940 but 
was not concluded until 1952. 


Statement of Holmes Baldridge, formerly Assistant Attorney General of the 
United States and formerly special assistant to the Attorney General 
and Chief of the General Litigation Section of the Antitrust Division 
of the Department of Justice 

Will review the three cases the Government instituted against GM, 
Ford, and Chrysler. 

Statement of qualifications. 

The issue in the prosecution was, briefly, ‘“The alleged coercion by the 
factory of their various dealer organizations to use the financing facilities 
of the factory-affiliated finance company. 

“Fach motor manufacturer at that time was affiliated, either by con- 
tract or by stockownership or by complete ownership, as in the case of 
G MAC and General Motors, with a financing company.” 

‘Each indictment charged the respective defendants with conspiring 
to monopolize the business of financing the sale of automobiles, both new 
and used, and by forcing and inducing dealers handling the cars of the 
respective manufacturers to use the financing facilities of the finance 
companies affiliated with the respective manufacturers at both the 
wholesale and retail levels. 

“Each indictment charged that because of the high unit price of cars, 
as well as the manufacturer’s requirement that all cars be paid for in 
cash before shipment to the dealers, large sums of money were regularly 
and continuously required to finance purchases by dealers at wholesale, 
as well to permit retail purchasers to buy cars on a time sales basis. 

“Each indictment charged that the respective defendants had ex- 
cluded as far as possible all finance companies other than the company 
affiliated with the manufacturer from the business of financing cars at 
both the wholesale and retail levels; that each manufacturer had given 
various specified special services, facilities, and preferences to its affiliated 
finance company, and had coerced its dealers, in various specified ways, 
to use the services of the factory-affiliated finance company.” 

Specified ‘‘means alleged to have been used to compel dealers to use the 
financing facilities of the factory-affiliated finance companies.” 

Cited some of “the means alleged to have been used to discriminate 
against independent finance companies and in favor of the factory- 
affiliated finance companies.’’ 
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“The combined result of the coercion imposed upon the dealers, and 
the discriminations directed against the independent finance companies, 
was to give the factory-affiliated finance companies a substantial monop- 
oly of both the wholesale and retail time sales finance business of the 
respective factory organizations. Since General Motors, Ford, and 
Chrysler, at that time, were manufacturing approximately 90 percent 
of all cars sold in the United States, this monopoly control was sub- 
stantial.” 

Consent decrees were entered in the Ford and Chrysler cases which 
were designed to give the dealers a free choice in selecting financing 
mediums for wholesale and retail financing of automobiles. They were 
also designed “‘to create an opportunity for competition among finance 
companies and banks for such business. To achieve these ends the 
decrees enjoined all forms of coercion formerly imposed upon the dealers: 
terminated the affiliation previously existing between the factories and 
their affiliated finance companies, and enjoined discriminations formerly 
imposed against independent finance companies and banks. 

“In addition, a so-called ‘code of fair competition’ was set up under 
which any finance company registering under the plan was to agree to 
eliminate harsh collection methods formerly employed against pur- 
chasers of low-priced cars.” 

GM offered no plan for settlement, so stood trial. “In order that 
Ford and Chrysler be not placed in a position of competitive disadvan- 
tage with the General Motors group, the Ford and Chrysler decrees 
contained two provisions in the form of conditions subsequent. 

“One of these provisions provided that if the pending criminal pro- 
ceedings against General Motors did not terminate in a conviction, then 
the injunctive features of such decree should be suspended until such 
time as substantially identical requirements should be imposed by decree 
upon General Motors. 

“The second provision provided that the bar against affiliation of 
Ford and Chrysler with a finance company should be suspended unless 
the Government obtained a final adjudication divorcing General Motors 
Acceptance Corp. from General Motors Corp. by January 1, 1941.” 

With conviction of GM in the criminal case, the injunctive features of 
Ford and Chrysler decrees became final. 

October 4, 1940, the Government filed civil suit against GM, seeking 
to divorcee GMAC from General Motors. ‘Since such suit had not 
been concluded by January 1, 1941, the date set in the Ford and Chrysler 
decrees, for General Motors divestiture, the Government applied for 
and received successive annual extensions of the bar against reaffiliatior 
with finance companies by Ford and Chrysler, up to and including 
January 1, 1946.” 

In 1941 and1942, Chrysler unsuccessfully opposed extensions of the bar 
against affiliation. 

“In 1946, Ford was successful in suspending the bar against affiliation 
with a finance company, although admitting during the litigation that 
it had at that time no present plans to resume such an affiliation, and 
admitting that it could offer no affirmative evidence of competitive dis- 
advantage because of the absence of such affiliation.” At the same time, 
Ford secured suspension of two injunctive features of the 1938 decree. 

‘““At the conclusion of the Ford litigation the Chrysler decree was 
modified, so as to conform with the suspension secured by Ford through 
litigation.” 

In the criminal case the maximum fine of $5,000 per count was imposed 
on GM. 

“On July 28, 1952, a final judgment by consent was entered in the 
General Motors civil suit. This judgment was substantially identical 
to the modified judgments then in force against Ford and Chrysler.”’ 
Gave the reasons for the Government’s settlement of the civil suit on 
basis of injunctive relief, rather than divestiture, as well as for the delay 
in settling the case. 

The first delay was occasioned by the Government’s opinion that “‘it 
was neither feasible nor in the public interest” to prosecute the civil 
and criminal cases concurrently. 

“Second, the excessive discovery procedure pursued by General 
Motors under the new Federal Rules of Civil Procedure resulted in the 
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taking of more than 400 depositions during the period of approximately 
4 years.” The Government’s attempts to speed up the proceedings 
were futile. 

“Third, drastic relief, such as divestiture, will not be granted by the 
courts unless injunctive relief is clearly inadequate. Unless the Govern- 
ment could show that dealer coercion continued after the conviction in 
the criminal case it was thought that a case could not be made for 
divestiture.’ During the war, there was no opportunity to coerce 
dealers even if they had wanted to do so. 

“Sometime after resumption of manufacture of cars for civilian use, 
the Government made an investigation as to whether dealer-coercion 
had been resumed by General Motors, on a general companywide or 
nationwide basis. Only a few isolated instances were discovered. It is 
suggested that the situation may have been affected by the fact that 
cars were in extremely short supply for several years after the war, 
dealers were clamoring for cars under any circumstances, and may have 
been reluctant to report coercion, if any existed.’’ 

Jackground and history of GMAC and its workings. 

In commenting on “‘the dealer-factory relationship” the court of appeals, 
in affirming the convictions, said: 

“These dealerships constitute independent economic units with an 
invested capital owned by the dealers. The inevitable conclusion on this 
record is that although General Motors Corp. and General Motors Sales 
Corp. have rejected the dealer-agency system, they seek nevertheless to 
control and supervise the business operations of 15,000 independent 
dealer-purchasers 

“General Motors defended against the Government’s case on the 
following grounds: that the ears involved were their own rather than 
the dealers’ cars; and they could not restrain trade in their own cars; 
that the four defendant companies were affiliated, complementary, and 
noncompetitive companies engaged in the single enterprise of manufac- 
turing and selling cars and hence were legally impotent to conspire to 
restrain their own commerce; that they were in effect a single trader 
and could do as they saw fit with their product; that even if they didn’t 
occupy the status of a single trader they had a right to determine the 
financing medium used in order to protect the manufacturers’ goodwill 
in its product. They also insisted that the proof failed to show that 
dealer coercion was a company policy, enforced on a nationwide scale. 
All of these defenses were rejected by the courts, both by the trial court 
and by the court of appeals.” 

In addition, GM offered proof that all dealers not called by the 
Government would testify that they had not been coerced. This was 
rejected, as was their proffered evidence showing the relative charges 
and practices of independent or outside discount companies. 

The Department of Justice asked for divestiture in its original com- 
plaint because “‘the relative economic position oceupied by the dealer as 
compared to that of the factory was such that the slightest suggestion 
on the part of the factory would be effective in getting the dealer to use 
the financing facilities of GMAC; and hence, we thought that the only 
effective way to end the coercion for all time was to divorce the factory 
from its affiliated finance company.” 

It is the opinion of Mr. Baldridge that ‘‘as long as this affiliation 
between the factory and the finance company exists, there will be 
coercion, although subtle. But it is not the type of coercion that is 
likely to convinee a court that the drastic remedy of divestiture is 
necessary.” 

A dealer who has a large investment in his business must retain his 
franchise so, therefore, he is responsive to the most subtle pressure 
from the manufacturer. 

He sees no weakness in the existing antitrust laws “that would prevent 
the Government, on the basis of what evidence they had in 1952, from 
securing divestiture rather than injunctive relief.”’ Nor does he think 
additional legislation is needed. ‘‘It is merely a question of educating 
the courts, and we have not reached that point yet in this type of 
situation.” 

He believes the Sherman Act “is sufficient to meet any restraint of 
trade situation that might develop in any industry.” 
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He thinks, however, there are many procedural changes that could be 
made that would help in antitrust enforcement. 

He favors repeal of the Miller-Tydings amendment to the Sherman 
Act. , 

The rules were adequate when they attempted to stop what the 
Department thought was excessive discovery procedure, ‘‘but the 
application of the rules was discretionary with the trial court, and 
the trial court did not see it our way.” 

He would have the Federal Rules of Procedure changed so as to pre- 
vent dilatory proceedings by a defendant in criminal or civil cases. 

In his 13 vears with the Antitrust Division he knows of no instanes 


in which they investigated a company “that was not only large bu 
vertically and horizontally integrated that was not violating the anti- 
trust laws in one or more respects.”’ 


He would not recommend adoption of a law prohibiting manufac 
turers from fi 


financing the sale of their own products. 
l adequate Ww it is not amended “to the point where too manv groups 





are excepted from its operations.” 
Prior to the Government’s action, dealers were required to give a 


blanket power-of-attorney to the factory when they obtained their 
franchise, and it stayed in the factorv’s hands. When they wanted to 
send cars to a dealer, ordered or not, “they could exercise this 1 er ( 

attorney and signed the finance papers for and on behalf of the 
dealer * * *’ He does not think this was written into the fra ist 


contract, but the dealer had to give a written authorization, 


Evidence of this practice was presented at the trial 


They also presented evidence at the trial showing that dealers who 
refused to use GMAC facilities had their dealerships canceled. 

There was no question raised in the ease about the dealers owning 
their plants themselves, although there were isolated instance ic] 





General Motors Holding »., whieh w » subsidiary of GM, owned 
a majority stock interest in a dealership. 

GM had insisted on paymence in cash at the factory, so GMAC re 
tained the title but the car was delivered to the dealer. 

lf these practices still existed, they would violate the law. 

When General Motors accepted the consent decree, they still co 
tended they were not violating the law. 

He believes consent decrees do not adequately protect the publ 
interest. They should be strengthened, but is not sure he “eould sug 


gest any specific principles on which they might be strengthened.’ 

Senator O’Mahoney said it seemed that a defendant against whom 
the Government had brought an antitrust proceeding could then bar- 
gain as to whether he was actually guilty, then aecept a consent decree 
“which, in its very opening words, practically, denies any violation of 
the law, but it implies that signing the decree or accepting the decree 
is merely to avoid an annoyance—that is not in the public interest, it 
would seem to me.’ 

Mr. Baldridge explained that ‘‘the real purpose of putting that pro- 
vision in the decree is to avoid insofar as the departments are concerned 
the use of the Government decree as conclusive of the question of 
conspiracy in private treble damage suits that might later be filed against 
the same company for damages alleged to have resulted from the prac- 
tices of which the Government complained, or the indictment, as the 
case might be, for alleged violations of the Sherman Act. 

‘““‘And most companies are more fearful of the economic consequences 
of a treble damage suit * * * than they are a $5,000 fine, if they happen 
to be convicted in a Government suit on the criminal side of the docket.’’ 

It would be better if the Department of Justice, instead of entering 
into such a consent decree, would insist upon a decree not allowing that 
exemption, then allow the defendant against whom the Department is 
proceeding to make its choice between a treble damage suit and a decree 

If the civil suit had been disposed of within a year or two after the 
conclusion of the criminal case, he thinks there would have been no 
question “‘but what the divestiture relief would have been amply justified, 
and we might have been successful.”’ 
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He pointed out that in this case part of the delay was caused by the 
Government as well as the defendant. Baldridge said some of the 
reasons for the delay were: ‘“The Government staff is limited, regardless 
of what the general public may think. And after going through a 
lengthy trial on the criminal side of the docket, it didn’t make sense 
administratively to try another case on the same facts on the civil side 
of the docket to determine whether or not that type of conduct consti- 
tuted a violation of the Sherman Act. So we awaited a determination 
of that question on appeal in the criminal case before proceeding with 
the civil case. And by that time World War II had intervened and no 
cars were being manufactured, and it was impossible to get along with 
a lawsuit.” 

There is need for clarification of the antitrust laws, as long as it does 
not create a condition which would make its application too inflexible. 
Senator O’ Mahoney said that because “‘we have not successfully enforced 
the antitrust law over the years, we have seen the steady progress of 
merger after merger, and the steady growth of concentrated industrial 
power which has expanded all over the Federal Union, to such an extent 
that probably 150 corporations now have more assets, greater assets, 
than all the States in the Union, with the possible exception of New 
York—they have more financial power, they have the size and the power 
which, if they are willing to use it for the abuses that were set forth in this 
case, enable them to make competition practically impossible with 
them, * * *” 

Meanwhile the industrial and financial leaders say they believe in 
antitrust laws. 

Mr. Baldridge replied: “Their idea, Senator, though largely of what 
constitutes free enterprise is their own definition rather than the statutory 
definition under which the Government operates; and I quite agree with 
you that in spite of the existence of the antitrust laws and their apparent 
enforcement over a period of 50, 60 years, the trend toward concentra- 
tion of economic power seems to continue unabated.”’ 

However, with what facilities the Government has had, enforcement of 
antitrust laws has helped maintain “free enterprise within limits.’ 
Perhaps there would have been more concentration without this en- 
forcement. 

If a company is allowed a consent decree and violates it afterward, 
it can be brought up for contempt of court. This has happened very 
rarely. ‘One reason is that the Government does not have enough staff 
to continually develop a new program of antitrust, and police the decrees 
in the past.”” He thinks this is unfortunate. 

In a civil case, a court is usually rather reluctant to impose a contempt 
penalty on an officer of a company who is really an employee, even 
though the company and the employee had participated in violating 
the decree. 

“T think on the monopoly question, as long as the indicia of monopoly 
is percentage occupation of total market, the problem will never be 
solved. 

“Tt is power to control and power to exclude competition regardless of 
percentage occupation of total market that are the real indicia of monop- 
oly, and until those two points can be reached I do not think the 
monopoly problem will ever be solved.” 

Senator Langer disagreed with Mr. Baldridge’s statement. 

Assuming that GMAC can do about three times the volume of business 
on each dollar of equity capital than an independent finance company 
can do, GMAC has a substantial competitive advantage over other 
companies, even without using coercive practices. ‘‘Where you have a 
guaranteed market, as GMAC did for a number of years, with no cost 
relatively no cost, of acquisition, they obviously can sell the financing 
service at a lower rate than someone who has to ineur the cost of acqui- 
sition; they had a guaranteed market as long as this coercion existed.” 

The only limit on GMAC would be its decision as to how much of the 
market it wanted and the availability of capital. 
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Statement of Reginald a Holze r, executive chair man, gene ral co insel for 
the Automotive Repair Executive Association; accompanied by Paul 
Ries, president, and Ralph A. Pierro, vice president, Automotive 
Repairs Executives Association 

Statements of identification. 

This association is composed of owners or representatives of owners of 
independent repair shops. They have adopted a Code of Ethies based 
on the canons of the Chicago Bar Association. However, they feel that 
“the giant car manufacturers, as exemplified by GMAC, are putting the 
squeeze on the independent shops. 

‘There is a realization that the independent auto repair shop is system- 
atically being mowed down in a coordinated crossfire between GM and 
its subsidiary insurance companies, which companies, after high pressur- 
ing car purchasers into buying their insurance, refuse to permit the 
assured to have his car repaired anywhere but in the shop of the selling 
dealer * or at most * * * in another GM shop.” 

Now that finance buying is at an “alltime high, GM sales agencies 
are in the position of pushing GM financing through one subsidiary, 
namely General Motors Acceptance Corp., then having the GMAC 
push the customer into protecting the vehicle with the insurance of an- 
other subsidiary, namely, Motors Insurance Corp. or another subsidiary, 
General Exchange Insurance Corp. AREA shops don’t want to force 


GM or any other car manufacturer out of the repair business. But 
AREA shops likewise don’t want GM or any other car manufacturer to 
force us out of business * * * and that is exactly what they are doing.’’ 


Not only does the independent repairman suffer, but the car buyer as 
well, as he is deprived of any choice in the matter. 

They charged that ‘‘General Motors Corp. is conspiring to establish 
a monopoly in the automotive repair business.” 

tead into the record an affidavit of Darel Blakeslee, former claims 
adjuster for Motors Insurance Corp., a GM subsidiary, setting forth 
the methods used by MIC in getting repair business for GM dealers. 

Mr. Ries said: ‘For many years my shop, which is an 80-car garage 
and does a considerable volume of work, has not been called upon to 
bid competitively on a damaged vehicle insured, by either of GMC’s 
subsidiary insurance companies. When one bears in mind that these 
subsidiary companies received over $186,349,000 in premiums in 1953, 
and $168,098,000 in premiums in 1954, one can quickly imagine the 
impact of the removal of their claims for repairs from the competitive 
repair market.” 

He contends his shop ‘‘can be bested for quality workmanship by no 
shop anywhere. By efficient economies in labor and materials my 
prices are kept competitive, too. Yet 1 am not permitted to estimate 
a wreck insured by GMC —let alone repair it.”’ 

As a result of these practices, ‘Some shops have gone out of business 
completely; others have eliminated certain departments; others, 
unable to compete honestly with agencied shops, have taken to illegiti- 
mate means of giving them competition and have thereby disgraced and 
defamed our business.” 

They are hopeful that, in some way, Congress can do something to 
help ‘open up the automobile repair trade to honest and competitive 
bidding by eliminating the monopolistic tendencies of General Motors 
Corp.” 

Mr. Pierro told the committee a personal friend had asked him to 
tow his car into Mr. Pierro’s shop for repairs. He had been dissatisfied 
with work done by the Chevrolet dealer who sold him the car. After 
contacting MIC frequently, Mr. Pierro’s friend finally had the repairs 
made by his Chevrolet dealer. 

Statement of David B. Cassat, president, Interstate Finance Corp. 

Statement of identification. 

The company has about $4,750,000 in capital funds and as-ets of 
about $20 million. At the close of 1954, their ratio of current liabilities 
to working capital was about 2 to 1. 

“The larger pyramid of debt which you can build on your capital, 
the larger volume of business that you can handle and, of course, if you 
handle a large volume, you can handle it at a narrower margin and 
make money on the underlying capital in larger amounts.” 
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A corporation managed by a group which either did not own any 
part of the capital stock or owned only a small minority of the stock 
might go to a higher debt-capital ratio than one like Mr. Cassat’s, in 
which the managers are also the owners. He is limited in building his 
pyramid because of his size. ‘“‘You have to be a big company and have 
great power to build a big pyramid.” His limit, placed on him by 
lenders, would be about 4% times. 

General Motors Acceptance Corp. is currently borrowing at about 
15 or 16 to 1. 

GMAC can have a much higher ratio because of the “power of their 
ownership’’——G M _ ownership. 

Using the years 1950 through 1954 as a yardstick, Mr. Cassat said 
GM passenger cars in the country amounted to 45.37 percent of total 
registration. Their new-car paper on GM cars came to 19.76 of their 
total business. The total registration for Chrysler was 18.57, their 


new-car paper on Chrysler products was 23.2 percent. Ford had 25.12 
percent of total registration and their business was 24.9 percent in 


Ford financing “The independents registered 10.94 percent of the 
cars registered in those 5 years, but 32.14 percent of our new-car business 
was with the independents.” These figures relate exclusively to the 
retail side. 

On the wholesale side, it is pretty hard to get wholesaling arrange- 
ments with GM dealers—harder than with Ford and Chrysler. 

Now we find that only 2.61 percent of the General Motors dealers 
in our territory are letting us release their cars at the factory; whereas 
we are releasing 13.48 percent of the Ford dealers, and 16.1 percent of 
the Chrvsler dealers.”’ These figures are for 1955. 

Ile has no tangible evidence that GMAC is violating any laws, but 
he does know GMAC’s business has jumped from 18 percent of all 
business handled by finance companies in 1948, to 34 percent, ‘‘and a 
lot of it since that consent decree was entered into in 1952.” 

In the last 6 or 7 years Interstate’s business had dropped from 41 
pereent of business handled bv finance companies down to about 3444 
percent, while GMAC’s has gone up from 18 to 34 percent. 

Mr. Cassat believes their service is the better. And, “Everybody 
has to meet the market on terms and price.” 

Not only has his business lost a percentage of the market but some 
of the larger companies have lost in percentage as well. “GMAC is 
the only one that has increased its percentage of the business as shown 
by the figures. ach 

He thinks there are two reasons for GMAC’s favored position: (1) 
Because of GM’s ownership, GMAC’s acquisition cost is only a fraction 
his; (2) because of its ownership, GMAC can borrow money in much 
larger amounts in relation to capital than he can. They pay a lower 
rate of interest than he does, too, as his interest is always pegged at 
a half a point more than GMAC’s. 

Other small finance companies pay a larger differential, too. Some 
pay the same as he, others pay more or less, ‘‘according to size, pretty 
much.” 

“In the case of General Motors they are practically borrowing the 
deposits of General Motors in these same banks when GMAC goes in to 
get a loan—pension funds and all kinds of deposits there from General 
Motors—and there are other subsidiaries of the banks that seem to be 
doing business with them because of that.”’ 

He not only gives the dealer as good a service as any of his competitors 
but loans them money at the same rate as GMAC., 

He said: ‘I make up for it some ways by doing more business with 
used-car dealers, for instance. Iam driven, perhaps, to a lower stratu = 
of quality business, and so on, in order to make up some of my interest 


* + 





of 


costs. 

Because of GMAC’s advantageous ratio of debt to capital, it can 
charge less for its services, allow more liberal terms, pay higher dealer 
reserves. They do not, however, have to accept greater credit risks, 
because they are pretty well taken care of by the repurchase agreement 
with the dealers. He explained: ‘“‘* * * General Motors’ plan of 
operation until recently has been a repurchase agreement deal with the 
dealer. The dealer took the loss on repossessions. They returned the 
repossessions to them, and they paid them off, paid off the notes. And 
the dealers sold the cars and took the loss, if there was any. 
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2080 ‘More lately, because of the nonrecourse competition from those of us 
who are willing to buy this business on a nonrecourse basis from the 
dealer, they have gone nonrecourse in some localities.”’ 
He estimates his acquisition cost at about 30 percent of operating cost 
3082 Frequently the unpaid balance on a car is more than the car itself is 


worth. ‘‘Manifestly, someone is holding the sack on that kind of paper 
either the automobile dealer with an endorsement or a finance company 
until collateral values catch up with note amount.” 
Repossession of a car is avoided if at all possible, because it is an 
economic loss to the dealer, to the purchaser, to the financing agency. 
3084 A document entitled ““GMAC Announcement to Dealers on Auto- 
mobiles of General Motors Make’’ inserted at this point Mr. Neville 
asked Mr. Cassat if he knew whether the issuance of this document ‘‘or 
the bringing about of terms and types of business described herein’”’ 
had any effect on long-term financing. 
Mir. Cassat said it caused wholesale rate to go down to 4 percent wit 
all GM dealers. 


Statement of L. W alte r Lur de il, viCE pre side nt, Cl ar Financial Corp.; 
accompanied by C. John Kuhn, vice pres dent and treasurer, ant 
WE lho irre Be rgerman, vice pre side nt and gene ral counse l 
3085 Statements of identification. 
Described his company and its subsidaries. 
His is the largest independent finance company in the country, having 


3087 


some 9,300 stockholders. They have “no comparable situation to the 
relationship that exists between GMAC and General Motors who, as we 
understand it, are the sole owners of their stock.”’ 

3088 They have outstanding about $1,200 million in automobile paper, 
involving over a million customers. This is only retail. They also 
finance for dealers at wholesale, and probably have between $275 million 
to $300 million outstanding. 

They service dealers of all the manufacturers but the proportion of GM 
product financing they do is very small. 

3089 “The preponderance of our business is with the Ford product dealers; 
second, it is with the Chrysler product, as would be expected; next with 
the independents; and last, it is General Motors.’”’ They have also had 
similar relationships with many of the truck manufacturers. 

He thinks there are two reasons for not penetrating the GM market 
further. One, because GMAC is a subsidiary of General Motors there 
is less incentive for dealers to go outside the GM family. Secondly, 
there are ‘“‘in fact two automobile markets from an automobile finance 
company point of view. There is the GM market and the non-GM 
market.” 


3090 Mr. Lundell said: ‘‘I would like to underline that we would like to get 
into the GM [market] and have not successfully done so. I don’t think 
there is any question about that. As a matter of fact, it is true of all the 


other finance companies, including banks.”’ 

He thinks there is no significant economic reason for their not getting 
into the GM market. Their operations are conducted in about the same 
manner as any other company. 

Their credit rating is “second to none.’’ They are regarded as a 
“preferred credit risk by banker,’’ getting the prime rate which today is 
3) percent. They borrow on unsecured paper. 

3094 As of the end of September there were $13.9 billion outstanding in 
automobile consumer debt. ‘‘The distribution of that debt, according 
to the Federal Reserve figures, is something like this: $7.7 billion or 56 
percent was handled and was in the possession of the sales finance 
companies; $4.9 billion or 35 percent was financed by banks; and all 
others who carried their own paper and other types of lending institu- 
tions, at about $1.3 billion or 9 percent.’ He estimates CIT has about 
14 to 15 percent of all paper outstanding by sales finance companies 

3096 The finance companies have helped the economic growth of the country 
almost as much as have the banks. They are today in active competitio 
with each cther. 

3097 The question was raised as to whether installment debt is not, after 
all, a good form of savings. 
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The amount of downpayment on a car has some connection with the 
amount of time that should be allowed for repayment of the debt. 

There is much more automobile installment credit outstanding than 
any other type. 

A statement showing the corporate structure inserted at this point. 


Statement of Charles T. Crossfield, senior vice president, Commercial Credit 
Co.; accompanied by Berthold Muecke, Jr., vice president and general 
counsel 

Statement of identification. 

They are the second largest independent automobile financing com- 
pany, with a capital and surplus of about $180 million. At present they 
have about $700 million in paper in the automobile retail field. Their 
ratio of debt to capital is about 5 to 1. 

Their financing covers all makes of automobiles, but they do a rela- 
tively small amount of business in General Motors products. 

They solicit business from GM dealers just as well as all others. 

He feels GMAC has a competitive advantage ‘because of possibly 
several things { think because of habit, possibly, and because of 
history and loyalty, and the fact that in my experience in contacting 
various General Motors dealers, I get the impression that they get 
excellent service.’ He does not, however, think they get better service 
than his company provides; their terms are competitive with GM terms. 
Statement of M. B. Casler, president, Liberty Motors, Inc. 

Statement of identification. 

He has an automobile dealership in Birmingham, Ala., where he sells 
and services Dodge and Plymouth ears. His wholesale financing and 
most of his retail financing is done with CIT; he sells some retail paper 
to other finance companies, with the exception of GMAC. 

Today, financing is almost an all-important factor. Many people feel 
one make of car is as good as another, “and they will buy where they 
can get the terms that will fit their pocketbook.” 

He was asked if the terms in his area provided by CIT are, generally 
speaking, comparatively competitive with GMAC. Mr. Casler replied: 

‘They always have been, until, I would say, the early part of this year. 
And at that time, my salesmen kept coming to me and telling me that 
they weren’t competitive, that they were losing deals because they 
couldn’t finance them. And at first I didn’t believe it, and then I[ 
checked into it and found that we were losing some deals to GMAC, 
to General Motors dealers, who were taking terms that we were unable 
to take through CIT or through Associate, or any of the other finance 
companies with which we did business. 

“T checked then with other dealers, found that the same was happening 
to them, and so I talked to some of the General Motors dealers to find 
out about it, and they had noticed it—I mean, there had been a marked 
change in the attitude of GMAC, and they were taking paper that in 
the past they haven’t taken.” 

This occurred around the first part of 1955. He pointed out that 
Ford had outsold Chevrolet last year, but that Chevrolet topped them 
this year. A Chevrolet dealer or two told him their factory aimed at 
doing just that. 


TuEspDAY, NOVEMBER 29, 1955 


Statement of R. Earl O’ Keefe, president, Southwestern Investment Co., 
accompanied by Scott W. Lucas, counsel 

Statement of identification. 

His company has total assets of about $65 million, and capital funds 
of approximately $10 million net worth. They provide financing for 
all makes of automobiles. 

His estimate of the percentage of their business on the retail side on 
new ears was: ‘The General Motors line would supply about 24 percent 
and Ford would supply about 20 percent of our total, Chrysler about 
10 or 12 percent, and the rest would be the independents.”’ 

For each $5.50 of GMAC’s capital invested in the business, they 
borrowed $94.50 to work on; Southwestern at the same time had bor- 
rowed about $74 for each $16 they had invested. 
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“The greater amount of borrowed money working the greater the 
profit that trickles down to the ownership.”” In other words, GMAC 
could earn more of a profit on their capital than Southwestern. 

The chairman asked if, in his opinion, there were a point beyond which 
borrowing should not go. ‘“‘Is there astandard by which it can be meas- 
ured? Does size in itself make it possible to build up an extraordinary 
debt?’ 

Mr. O’Keefe replied: I know of no fixed limit that is accepted in the 
industry, except that I do know this: That independent companies 
would have difficulty—as a matter of fact, I think it would be impossible 
for a company like mine to create any such debt ratio as exists on the 
part of GMAC.” 

As a general rule, his company requires no security for a loan, beyond 
the car. So, the smaller the downpayment and the longer the term 
allowed for payments, the poorer the security. 

GMAC has a larger debt per net worth than any other company. 

As of June 30, 1955, Southwestern had a greater percentage of equity 
ownership in their total assets than either CIT or GMAC. As of that 
time, their equity was 16.62; they might reduce it to 10 or 12, but com- 
pany policy would preclude their lowering it further. 

Senator O’Mahoney expressed the belief that credit should not be 
extended for a period of 36 months—‘‘that is too long a period.” He 
believes ‘‘there are many people in the United States now driving auto- 
mobiles that they will never own, although they have made a downpay- 
ment on them.” 

Although credit standards have been relaxed within the last couple of 
years, Mr. O’ Keefe thinks the line has been drawn and there will be no 
‘further extension of terms or shortening of downpayment.” 

It is his opinion a purchaser should make a downpayment of no less 
than 25 percent. His company usually requires that and allows 30 
months for payments. 

If Southwestern could borrow to the extent that GMAC does, they 
could reduce rates ‘“‘materially and still make as much money.” This 
differential makes it difficult to meet GMAC competition. There are 
two other advantages enjoyed by GMAC: (1) “‘It costs them far less to 
acquire their business’; (2) ‘“‘because of their tremendous borrowing 
power, strength, influence, they can operate much cheaper than we can.”’ 

There is one other outstanding point at which they are at a competitive 
disadvantage with GMAC. That isin the handling of wholesale credits 
for dealers, GM dealers. It is usual practice for a dealer to arrange 
with the financing company to pay for his automobiles at the factory, 
and the dealer repays the financing company when he sells the auto- 
mobiles off his floor. 

They have arrangements with various factories under which they 
establish wholesale paying arrangements for the various dealers, and the 
arrangements work very smoothly. 

‘‘We set them up: complete them in each case with very little difficulty, 
and very little time is required. In the case of General Motors it is 
very difficult. 

“Their policies and procedures make it very difficult for our company 
to establish those arrangements in the first place. There is considerable 
delay involved.” 

With the other factories, arrangements can be completed in no more 
than a week; it can even be done in hours, sometimes, in cases of emer- 
gency. “But in General Motors it requires about a minimum of 3 
weeks, and in some cases it has required months to get the arrangements 
established and completed and get them to accept and approve it.”’ 
He cited some specific instances. 

He thinks these are examples of unfair competition. It is his under- 
standing that other finance companies have had experiences similar to 
his. To bolster his contention, he read a letter from a member of the 
American Finance Conference, an association of independent financ¢ 
companies, complaining of GM practices. 

Most of Southwestern’s business is in automobile and appliance 
financing. 








XX 


Page 


3119 


3120 


eo ht 


3140 


DIGEST OF TESTIMONY 


He has no “‘sense of alarm” about the total amount of consumer 
credit outstanding at this time. He is, however, concerned about the 
quality of this credit. 

3Jecause GMAC is owned by General Motors, “banks and other 

lending institutions accept their credit without any question, and will 
go to limits with them that they will not go with us.” 
It is his opinion that “‘with the power they have, the position that 
they have attained, if they had a mind to they could cut rates even 
further, considerably, and make it practically impossible for us to 
opera if they wanted to.” 

GMAC sets the pattern on rates Southwestern, being a small 
company, has to follow and do the best they can; it is difficult for them 
to meet this rate. O’ Keefe said, ‘‘As a matter of fact, if we had all of 
our business on their rates, we could not stay in business and make 
a satisfactory profit 

In his opinion, pressure from factories to sell an increased production 
is responsible for too much liberalization of credit terms, thus lowering 
the quality of the paper. 

However, repossessions are still very low, which indicates buvers have 
een paying the installments. He thinks this is also true in the field 
of appliances 

Summation of Mr. O’ Keefe’s testimony. 


} 


Statement of Thomas W. Rogers, executive vice preside nt, American Finance 
Conference; accompanied by Scott W. Lucas, counsel 

Statement of identification. In addition to his experience in the 
business field, he had been on the faculty of the school of business at 
Indiana University for a number of vears. 

The members of the conference range in size from those with a capital 
of $50,000 or less up to millions. 

It is his guess that the net worth of the members of his association 
“would probably be in the neighborhood of somewhere between 400 and 
500 billion dollars.’”” They do a business of about $2 billion, most of 
which is in automobiles. 

togers’ prepared statement inserted at this point, 

It is his understanding that the independent finance companies want 
a free market in reference to purchase of automobile installment paper 
from GM dealers 

‘‘Now, a free market in my view of things involves a situation where all 
parties have equal access to that market upon substantially the same 
conditions without any special privileges or advantages. 

“Tt is the opinion, I believe, of the independent sales finance companies 
of the country that such a free market does not exist for General Motors 
dealers in the sale of their installment sale paper today.” 

Most ear dealers sell their contracts ‘because they do not have working 
capital enough to carry them to maturity and historically that has been 
the case.’”? Because of this, about 95 percent of all paper created by 
dealers is sold to either commercial banks or to sales finance companies. 

Sales finance companies generally perform two economic functions for 
car dealers. One is the extension of wholesale credit to enable the dealer 
to purchase the automobiles from the manufacturer. 

“The second broad economic function is to purchase from these retail 
dealers this retail installment paper * * and sales finance companies, 
the independents and others that have been referred to here, compete 
with each other for the purpose of purchasing that paper.” 

Generally speaking, the sale of retail paper follows the wholesale, so 
“that firm that gets the wholesale, or furnishes the wholesale credit 
usually purchases the retail credit. So the wholesale becomes im- 
portant. 

Therefore the earlier testimony referring to “impediments and delay- 
ing actions and that sort of thing were significant because it has to do 
primarily in the first instance with wholesale and secondarily with 
reference to its impact upon the competitive situation insofar as the 
purchase of the retail is concerned.” 

When the dealer sells his paper he wants to get the best possible price. 
And, naturally, he wants the best service he can get. “So it is upon 
those two things that competition turns with reference to the sale of that 
paper by the dealer to the sales finance company.” 





DIGEST OF TESTIMONY XXI 


There are two categories of costs for finance companies—operating 
costs and money costs. 

The main components of operating costs are: acquisition cost; service 
cost; collection costs; and losses. Money costs “are a matter of the 
lowest net interest rate that can be obtained by the borrowing finance 
company from its source of funds.” 

In many of these areas, ‘‘GMAC has an absolute advantage over the 
independent finance companies by virtue of its ownership by General 
Motors Corp.”’ Acquisition costs are one example. In that area, the 
independent starts with a handicap. ‘Therefore, it has to, generally 
speaking, offer certain types of incentives, inducements, and so on, to 
the dealer, which result in increasing costs to the independent finance 
company which are not present with reference to the factory-owned 
finance company.”’ 

It is his personal opinion that if General Motors were required to divest 
itself of GMAC, it would have ‘“‘a positive effect, in freeing the market to 
a greater extent than it is free today.” 

It is not his contention that GMAC is violating any statutes “in one 
sense of the term,”’ but that this concentration of power is acting to the 
letriment of the independent financing companies. It is his under- 
standing that Congress is interested in these problems to determine if 
statutes do need amending. 

In reference to collection costs and losses, ““GMAC through its method 
of operations shifts largely to the dealers the economic burden of that 
type of economic cost.”’ 

With reference to money cost, ‘“GMAC has an advantage in the market 
place insofar as rates are concerned, because it is a wholly owned sub- 
sidiary of General Motors, and therefore either primarily or secondarily 
has behind it the credit of General Motors Corp.”” Whereas GMAC can 
borrow at 15 or 16 to 1, the independents can borrow only at 4, 5, or 6 to 1 

It is doubtful if GMAC passes on all reduced costs to dealers. 
Probably retains some for itself as increased profits. It has this economic 
leverage. 

GMAC, because of its relation to General Motors, has the power, if it 
should wish to exercise it, of putting all independent sales finance 
companies out of business. It is his opinion that ‘‘it is not well for the 
country as a whole for us to be in the position where an organization 
could do that.” 

CIT and Commercial Credit are not members of this 375-member 
organization. 

GM produces approximately half the automobiles in the country; 
GMAC does “‘perhaps from 75 to 85 percent of all the retail installment 
sales financing done by General Motors dealers.”’ 

The member companies of the conference finance about 18 or 20 per- 
cent of all makes of cars; most of this is done with non-GM dealers. 

The amount of business the member companies can get is the remainder 
after GMAC, CIT, Commercial Credit, and the banks get their share. 

Many of his members have encountered the same GM delaying tactics 
that Mr. O’ Keefe told the subcommittee he had found. 

He has heard opinions expressed that GM could reduce its prices so 
greatly as to drive almost all other manufacturers out of the market 
if it chose. 

His companies are not competing successfully with GMAC “‘because 
they have not gained in their portfolios contracts in relation to their 
total overall which is of the same pattern ratio relationships that General 
Motors production has to total overall production.” 

ithough he does not have specific information, he is of the impression 
that some of the independents “are doing a little bit more than they did 
formerly,” after the consent decree was entered in 1952, “‘but not 
substantially.” 

He has the opinion that GM dealers feel they should give GMAC the 
major portion of their business. 

Although divestiture is one remedy, he is not sure that would be the 
whole solution. 

Senator Wiley said most of Mr. Rogers’ testimony consisted of ‘“gen- 
eralities and conclusions,’’ and national policy on free enterprise could 
not be formulated on that basis. 
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Senator O’ Mahoney read into the record telegrams he had received 
from Senators Eastland and McClellan endorsing the hearings. 


Statement of Frederick J. Bell, executive vice president, National Auto- 
mobile Dealers Association; accompanied by James C. Moore, general 
coun sel 

Statement of identification. 

There are inequities in the manufacturer-dealer relationships in all 
parts of the automobile industry, but his remarks will be primarily 
directed to that existing between General Motors and its dealers. 

“The National Automobile Dealers Association is a national trade 
association of new car and truck dealers. Its membership varies in 
number, between 29,000 and 32,000, primarily because of the rapid 
turnover among dealers. At present there are approximately 30,000 
dues-paying members” on its rolls; of these, about 13,000 are GM 
dealers. 

Listed aims and purposes of the association. 

He will address himself “especially to the purposes having to do with 
‘the standards, ethics, and practices of automobile merchandising’ and 
‘the correction of any unfair and unbusinesslike practices.’ 

“The testimony which will be presented will prove, beyond reasonable 
doubt, that 

“(a) The contractual relationship between manufacturer and dealer 
is one-sided in favor of the manufacturer and inequitable as regards the 
dealer. 

““(b) The franchised automobile dealer is far from being the inde- 
pendent businessman that his factory alleges him to be. He is, in fact, 
part of an industry that is controlled by Detroit in virtually every 
business aspect.” 

Senator Symington appeared to give a testimonial on behalf of Mr. 
J. Fred Travis, who will appear as a witness on the 30th. 

Admiral Bell continued: 

‘‘(c) Because of factory pressure, threats, and coercion, dealers engage 
in practices that are unwise and contrary to their own business judgment. 

““(d) The pressures of Detroit very frequently take the form of veiled 
threats, innuendo, and subtle inferences of reprisal, all of which tend to 
generate fear. 

“We shall show that dealers, through group action and through their 
trade associations, have sought to bring about a more equitable rela- 
tionship and a healthier working climate only to be rebuffed by their 
manufacturer.” 

Dealers have struggled to get more equitable agreements between 
themselves and manufacturers, but without much success. 

“First of all, the so-called franchise is not a franchise in any sense of 
the word. It is simply an unrelated agreement that permits a retailer 
to sell a specified line of merchandise under certain conditions that are 
stipulated clearly and definitely, and under others that are vague and 
difficult of definition.”’ 

tecently, many car dealers have urged passage of laws that would 
tend to eliminate ‘‘bootlegging.’’ Dealers “have urged the passage of 
legislation of a permissive character which would allow the manufac- 
turer to reinsert in the selling agreement a provision that existed for a 
great number of years providing for the allocation of a definite area of 
sales responsibility for the dealer.’’ He believes this indicates the 
need for a “revision of the selling agreement to place the dealers more 
nearly in the position of being independent businessmen, which they 
are frequently and so speciously avowed to be by the manufacturers.” 

Not only are dealers hurt by this abusive and unwise policy, but the 
public as well. 

Witnesses will explain why ‘there is far too much fear and far too 
little faith in this industry.’’ Since the dealers’ attempts to get fairer 
and more equitable agreements have been relatively fruitless, it indi- 
cates to him “that the manufacturers have no intention of taking 
voluntary action that would remove the dealers” from under their 
thumbs. 
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Alfred P. Sloan, the president of GM, said on July 29, 1925, that 
dealers must be protected against having to take losses when disposing 
of old model cars. At that time, Mr. Sloan said, ‘“‘Contrary to what 
some may have assumed in the past, it is not a smart thing for us to 
overload the dealer at the expense of his profit.” 

Mr. Bell commented: ‘‘It must be reported, with regret, that during 
the 30 years which have ensued since the comment by this great industrial 
stateman, the ‘goodwill account,’ which he defines as the corporation’s 
most valuable asset, has gone far more deeply into the red, while the 
profits of the corporation have mounted steadily.” 

The FTC report on the automobile industry, issued in 1939, said: 

“In the opinion of the Commission, this inquiry has demonstrated that 
inequities exist in the terms of dealer agreements and in certain manu- 
facturer’s treatment of some dealers, calling for remedial action. 

“It is recommended that present unfair practices be abated to the 
end that the dealers have 

*‘(a) Less restriction upon the management of their own enter- 
prise. 

‘“*(b) Quota requirements and shipments of cars based upon 
mutual agreement. 

““(c) Equitable liquidation in the event of contract termination 
by the manufacturer. 

*(d) Contracts definite as to the mutual rights and obligations 
of the manufacturer and the dealer, including specific provisions 
that the contract will be continued for a definite term unless ter- 
minated by breach of reasonable conditions recited therein.”’ 

Adm. Bell said, ‘‘In the 16 years since the report was issued, very little 
has been done to carry out those FTC recommendations.’ His is not to 
be a “blanket attack on the automobile manufacturers.”’ 

The men in the manufacturing end of the industry have outstanding 
qualities; but their weakness lies ‘‘in their forgetfulness of human 
relations.”” He does not think ‘‘they are aware of the extent of resent- 
ment and concern and fear that exists among their retailers.” 

They are not making a “blanket defense of dealers. We are in no way 
interested in fighting to preserve the business of a lazy man, an inefficient 
man, or a man who permits his so-called shrewdness to overbalance his 
business ethies.’’ Nor is he asking ‘for a subsidy, to suggest that special 
or unusual privileges be granted to automobile dealers, or that any form of 
legislation be enacted that would confer advantages on our members 
that are not enjoyed by their fellow retailers.” 

All they want is a chance to compete fairly, “in accordance with rules 
that are clearly understood, universally applicable and not subject to 
drastic change with every shift of wind that blows from Detroit.” 

Senator O’Mahoney said he had never received assurances from 
General Motors that retaliatory action would not be taken against GM 
dealers who testified before the subcommittee. 

Bell cited figures showing that in 1954 GM was reported as having 
profits of 16.7 pereent before taxes; the dealers had 0.6 percent. 

These figures have been widely accepted, even by the Department of 
Commerce. They are ‘‘not accepted wholeheartedly in Detroit.” 

For the first 6 months of 1955, GM has 20.7 percent profits, the 
dealers 3.1 percent. The figures for the first 9 months of 1955 show 
the dealers’ profits dropping to 2.6 percent. Has ‘‘no comparable figure 
for GM for the first 9 months.”’ 

The only figures he has showing profits after taxes is for GM. For 
the first 9 months of 1955, their profit was $912 million, ‘“‘and it amounts 
to 9.57 of total net sales.”” They usually don’t ask dealers to estimate 
their taxes because it is so difficult for them to do. It was estimated 
their taxes were about 50 percent. 

The Accounting Corp. of America made a compilation showing the 
comparison of the net earnings during the first half of 1954. Of 41 
professions, the new-car dealer is 40th in profits, based on percentage 
of sales. 

It is, of course, desirable that dealers mike a profit, but ‘whether or 
not a retailer is making money or breaking even or losing money is far 
less significant in the overall economic scheme of things than the condi- 
tions or the restrictions under which he is required to operate.” 
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In September a telegram was sent to the president of each automobile 


manufacturing company, from Mr. Yarnall, president of NADA, 


criticising the manufacturers’ advertising policy. They viewed ‘with 
great concern the prevalence of advertising that is misleading, unethical, 
tnd some instances false. Such practices are not in the publie 
nterest 

teplies were received from American Motors Co. and the Ford Motor 
Co. expressing agreement with NADA on new-ecar advertising. No 
replies were received from other manufacturers. ‘‘There has been 
no indication of interest on their part to participate in or give their 


mplied blessing to a program designed to protect the public.” 

Submitted to the committee sample ads. 

Questioned whether this type of advertising was acceptable to the 
manufacturers as long as a high volume of sales was maintained. If 

1 about it, the manufacturer would give the ‘usual alibi,’’ saying, 
in effect, ‘“‘that their dealers are independent businessmen and the 
factories have no control whatsoever as to the type or form of advertising 

at they will use.’ However, his conversations with dealers indicate 

that the vast majority of dealers everywhere despise this type of 
deceptive advertising. Here again we have just one more example of 
factory pressure to sell, sell, sell, regardless of profit to the dealer and 
regardless of the confusion that is created in the public mind.” 

Advertising uses a dealer’s name, but actually comes from the factory. 
In the contract there is a stipulation ‘“‘that a dealer, before being accepted 
as a dealer, must agree to contribute X number of dollars to a cooperative 
advertising fund for each new unit that he buys.” This fund is in the 
hands of the factory. ‘‘In some instances there is a dealer advertising 
council which has a degree, and I would suggest a very limited degree, 
of authority over where or how much or when certain types of advertising 
will be used.”’ 

The kind of advertising they were discussing was prepared at the 
factory and paid for out of the cooperative fund. 

\ dealer pays $20 into the fund as against $6 contributed by the fac- 
tory, then has to use material sent him from the factory. 

The National Automobile Dealers Association Code of Ethics inserted 
at this point. 

Some of this advertising is not, strictly speaking, illegal or false, but is 
on the borderline of deceiving the public. It is not the kind of adver- 
tising they would want their members to use. 

The president of NADA has appointed a special advertising ethics 
committee which has been working with the Association of Better 
Business Bureaus, ‘“‘and between the two of them they drew up a code 
yf advertising standards.”’ This code has been adopted by the board 
of governors of the Association of Better Business Bureaus and the 
NADA board. 

It is very difficult for a dealer to be an ethical businessman ‘‘when the 
wording of the selling agreement permits, and in fact, encourages 
abuses.’ Cited examples 

“For the most shocking examples of what may be called stimulated 
falsification, we can look back to the closing weeks of 1954 when the 
dealers in at least one make of car were encouraged to register, as having 
been sold to customers, automobiles that they had not only never 
received, but which were still in process of production in Detroit.” 
This was Chevrolet division. 

They have been very concerned about ‘‘the widespread relaxing of 
credit terms and the record growth and quantity of automobile paper.” 
They have urged ‘‘common sense on the part of dealers, finance companies 
and banks, to the end that unrealistic credit terms may be avoided.” 
Although dealers’ good business judgment would cause them to dis- 
approve some of the loose credit terms allowed today, they go along 
because of the “rising quotas imposed by Detroit.” 

Chart showing advertising contributions inserted at this point. 

Chart showing automobile dealer payrolls as a percent of total retail 
payrolls in each State inserted at this point. 

He again stated the dealers were asking no special privileges. If a 
dealer appeals “‘to his elected representatives in the Congress, he will do 
30 only because reasonable remedies that could be and should be devised 
in Detroit by men of good will have not been granted.’ 

All they want is the removal of inequities. 
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They do not favor legislation aimed at control of productior They 
would rather see contracts so drawn that dealers would not have to 
accept cars the y felt the y could not handle. 

His association is not permitted to sit down with the manufacturers 
and bargain as a trade association It might be said that the desig: 
seems to be to kee P dealers from using organized effort to resist organized 
pressures ae on him. 

Although there are restrictions on the dealers, Mr. Bell said: ‘I do 
not want to leave the impression that every authorized new-car dealer 
feels that he is subjected to forces or pressures or coercion nor that every 
new-car dealer has this feeling of fear toward his manufacturer. That 
would not be true, of course.” 

Quotas are frequently imposed by the factory on the dealer without 
the dealer’s having any say-so in the matter. 

There should be more equitable liquidation terms in event of a con- 
tract termination by the manufacturer. 

Present contracts are vague with respect to mutual rights and obliga- 
tions of dealers and manufacturers. “The lack of mutuality in the 
selling agreement between factory and dealer is one of the principal 
points sought to be established by this association.” 

Business Service Bulletin No. 60: Automobile Dealers—1953 Operat- 
ing Ratios inserted at this point. 


WEDNESDAY, NOVEMBER 30, 1955 


Statement of Charles M. Hewitt, Jr., school of business, Indiana Universit 
accon panied by James af Moore, general counsel, National A ilo- 
mobile Dealers Association 

Statement of qualifications 
For the past year he has served as consultant to National Automobile 

Dealers Association and Automobile Dealers Association of Indiana on 

problems relating to franchise agreements under which the franchised 

retail automobile dealer conducts his daily business operations. 

The views to be expressed are his own, based upon a special study he 
made for his doctorate 

“There have been over 2,000 domestic concerns engaged in the produe 





an of passenger cars since 1900. However, concentration of production 

the hands of a relatively few enterprises started at an early date 
Be 1912 7 firms accounted for 50 percent of production By 1930 
7 firms accounted fer 92 percent of production. In 1954 and 1955 3 
firms accounted for about 95 percent of total production 


‘As a practical matter there has been no successful entry into the 
manufacturing side of the automobile industry since about 1925 

Although many explanations may be given for this situation, “It is 
believed that the dealer franchise agreements used in the industry since 
about 1902 are at the root of many of the economic problems in the 
industry.” 

In his opinion, the franchise agreement ‘‘is a control device * * * 
for achieving control over deat without having legal responsibility 
for that control.’’ Because of this, dominant manufacturers can force 
cars on the market “‘in such a way that the net result would be 2 the same 
as if the dominant manufacturers had engaged in price cuts to destroy 
competition. They put so many ears on the market that a large part of 
these cars become distress merchandise 

Because of the production race between GM and Ford, the inde 
manufacturers have lost not only their share of the market but also in 
number of dealers. 


” 





This concentration of power in the automobile industry “may or may 
not have anything to do with efficiency. It is the power that is there by 
virtue of this franchise device.’”’ 

Although franchise agreements are drawn like contracts and are 
treated like contracts by the courts, they are very different from ordinary 
business contracts. The major differences are 

“They are unilaterally drawn by the manufacturers and are clearly 
designed to give maximum legal and economic protection to the m: inu- 
facturers’ interests Dealers are not given any substantial legal rights 
It was brought on it that dealers were originally agents, and won lawsuits 
on that basis. 
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Mr. Hewitt said: ‘All modern franchises state that the dealer is not 
our agent, although in fact, as I will point out from other quotes, all of 
the controls that characterize the agency relationship are there.”’ 

Although the franchises are “unilaterally promulgated,” and there is 
no bargaining involved, the courts “have read the franchise and assumed 
that because the franchise states that the dealer is not an agent that, 
in fact, he must be an independent vendee. The irony of it is that by 
assuming a dealer is independent and thus that there are no duties, 
mutual duties, between these two parties, the courts have virtually 
assured the fact that he will be a vassal of the manufacturer by making 
the assumption he is independent and deals at arm’s length.” 

One attorney advised a dealer that, on the basis of existing precedents, 
he could not make recovery under his franchise. 

Senator Wiley asked Senator O’ Mahoney if the names of the dealers 
and exdealers who will testify had been submitted to General Motors. 
Mr. Burns said the committee staff had gone through GM_’s dealer files, 
but that names of prospective witnesses had not been given to GM as 
the witnesses feared reprisals. General Motors, however, will have ample 
opportunity to rebut. 

Senator O’Mahoney said Mr. Hogan, GM general counsel, had not 
assured the subcommittee there would be no reprisals against dealers. 
But neither had GM asked for a list of witnesses in advance. 

Mr. Hewitt said that ‘‘in 1946 or 1947 General Motors took away the 
indefinite franchise from General Motors dealers and gave them a 1-year 
contract \ great many of the General Motors dealers objected 
to the l-year contract, but they had no choice but to accept it, because 
they are economically committed once they invest.’”’ Dealers operate 
with a l-year contract today, with no provision for renewal. 

Some 19 States have adopted laws to protect the dealer in a situation 
of this kind. 

“Franchises are not designed to create legal rights based on reasonable 
expectations as are most private contracts. The primary purpose is not 
to commit a part of the future freedom of both parties but to give one 
party (the manufacturer) substantial economic control over their dealers 
without the manufacturer being in any way legally accountable for the 
exercise of that control.” 

It is Mr. Hewitt’s contention that the courts ought to have a chance 
to pass on the merits of a dealer’s case ‘‘rather than have it go to the 
manufacturer as summary judgment as cases have done almost without 
exception since 1933.”’ 

‘“* #* * the automobile dealers should have a contract that will give 
them a chance to be heard before someone other than the internal man- 
agement of General Motors.”’ 

“In the early days of the industry the courts implied obligations of 
fair performance on the part of manufacturers. Dealers who were un- 
fairly or arbitrarily treated were able to win lawsuits.” Later, ‘“‘manu- 
facturers included provisions designed to exempt themselves from all 
liability to dealers for nonperformance. 

‘They included clauses which stipulated their dealers were not their 
agents. They included cancellation without cause provisions which 
were so worded that the manufacturers could cancel on short notice 
without incurring legal liability.”’ 

“Many specific provisions were included designed to control every 
phase of dealers’ businesses. Extensive and frequent financial reports 
were required. Dealers were closely regulated as to the level and type 
of their investments and even as to the profits they withdrew. 

“The major firms insisted on exclusive representation of their 
products * * *” 

Clauses requiring exclusive representation were subsequently deleted. 

Excerpt from FTC 1939 report on the automotive industry, showing 
GM position on exclusive representation requirement. 

GM liberalized its franchise agreement somewhat as a result of the 
FTC investigation. 

He doesn’t know of any penalty provisions in the present contracts 
if dealers handle competitive lines, but he contends there are ‘‘only 
three basic features of the franchise that are important. First of all, 
thé feature that it is a 1-year franchise; secondly, that the manufacturer 
disclaims liability for delivery; and, thirdly, that the franchise provides 
for cancellation on 90 days’ notice.” 
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“With those features in the franchise, (GM) can see that their policies 
are carried out.” 

The FTC report of 1938 condemned automobile franchise agreement 
as unfair and inequitable in 13 specific respects. 

‘“‘As a practical matter the major manufacturers still get exclusive 
representation for their dealers. Furthermore by means of franchise 
provisions (cancellation provisions and 1-year franchises) the manufac- 
turers can drop any dealers who fail to give them exclusive representa- 
tion. Recent court cases appear to hold the manufacturer’s right to 
cancel or not renew is absolute even where the manufacturer cancels or 
refuses to renew because the dealer refuses to give exclusive representa- 
tion.” 

Removal of clauses granting protected territories to dealers and 
prohibiting sales to unauthorized users opened the doors for the produc- 
tion race between Ford and GM that started in 1953. Chrysler and 
the independents probably did not use the pressure tactics that GM 
and Ford did; they lost large parts of their markets. 

Most of the provisions the FTC complained about in the 1939 report 
still exist in contracts today, although some improvements have been 
made. 

Two of the 19 States having dealer-protection laws are Colorado and 
Wisconsin. General Motors has filed suit in Colorado for the purpose 
of upsetting that statute. 

Article from the Automotive News, entitled “Canceled Dealer Upheld 
by Wisconsin Supreme Court”’ inserted at this point. 

Some of these State statutes provide some form of penalties. 

Statement by Mr. Coyle, executive vice president of General Motors, 
explaining why they instituted the one-year contract. (1) “ ‘State laws 
limiting the freedom of action by the factories in replacement of dealers 
* * *' . (2) “ “To protect our own interests, and we also make heavy 
investments in our part of the business, we adopted a l-year contract, 
which we are obligated not to renew if that course of action seems neces- 
sary.’ ”’ 

Mr. Coyle had stated further: “ ‘This has been disturbing to some 
of our dealers who are carrying large investments in their franchises and 
operating on a l-year contract.’ ”’ 

Some of the key provisions of the current GM franchise, in substance, 
are: 

‘“‘(1) The dealer owns only his physical assets. He has no rights in 
his going business which he can sell, assign, or transfer without the con- 
sent of the manufacturer. 

‘“‘(2) The dealer is required to give 3-month estimates of his require- 
ments and to file 10-day reports to his new- and used-car inventory. 
The dealer must file complete financial and operating statements each 
month. 

““(3) The dealer is required to submit written orders. 

(4) The manufacturer, however, does not undertake any duty to fill 
orders the dealer may place. In fact, section D provides ‘* * * where 
delivery is prohibited, prevented, or delayed, whether or not rising out 
of the seller’s fault * * * Dealer hereby releases and discharges seller 
from any and all liability for any and all damages and losses arising from 
the failure to seller to fill any orders placed hereunder.’ ”’ 

This latter provision has not been tested in the courts, but GM 
counsel argues in the case in Colorado that it exempts them from liability 
to make deliveries on the dealer’s orders. 

Some State decisions have implied manufacturer obligations regardless 
of “these disclaimer of liability terms.’’ But the majority of Federal 
rule, as he understands it, is that the franchise is unenforceable as a 
contract. 

Additional provisions of GM franchises: 

‘“(5) The manufacturer reserves the right to ship cars by any mode of 
transportation it chooses and reserves the right to fix transportation 
charges. 

‘“‘(6) The manufacturer reserves the right to change prices and 
dealers’ discounts at any time 
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7) The dealer must maintain a place of business including sales- 
oom, service station, parts and accessories facilities, and used-car 
acilities satisfactory to the manufacturer—and permit the manufac- 
irer to inspect at all reasonable times. 

8) The dealer must not move to or establish a new location ineluding 


I 
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any used car lot without the consent of the manufacturer. 
9) The manufacturer reserves the right to control the amount and 
form of the dealer’s investment. 


“(10) The dealer must use an accounting system selected by the 
manufacturer 

11) The dealer must permit the manufacturer to inspect his books 
at any time, 

12) The dealer must develop his territory to the satisfaction of the 
manutacturer. 

‘“*(13) The dealer must advertise his delivered prices. 

14) The dealer must not require customers to purchase optional 
equipment. 

‘(15) The dealer must condition each new car as required by the 
manufacturer 

16) The dealer must carry an ‘adequate’ stock of parts and ac- 
cessories. 

17) The dealer must use only genuine General Motors parts in 
repairing GM cars 

(18) The dealer must buy tools the manufacturer ‘deems necessary.’ 
The manufacturer can ship up to $150 worth of tools in advance of each 
new model. 

19) The dealer must employ ‘sufficient’ mechanics. 

(20) The dealer must report customer complaints which eannot be 
‘readily remedied.’ 

““(21) The manufacturer may inspect the dealer’s parts and facilities 
at all reasonable times. 

22) The dealer must contribute to a joint advertising fund con- 
trolled by the manufacturer. The manufacturer will spend this fund 
locally as judgment of the manufacturer dictates. 

‘(23) The manufacturer can cancel on 90 days notice if dealer does 
not develop the sale of ears to the satisfaction of the manufacturer. 
The same applies to the dealer’s failure to maintain a satisfactory place 
of business, or to the dealer’s moving or changing his business locations 
without the manufacturer’s consent. The dealer can also be canceled 
for failure to maintain ‘adequate’ capital, or failure to give ‘reasonable’ 
care to customers. 

‘“‘(24) The dealeris made solely responsible for any and all obligations 
of liabilities incurred ‘and the seller shall not be held responsible in any 
manner therefor, irrespective of any suggestion or recommendation with 
respect thereto by seller or any of its employees or representatives unless 
* * * seller has agreed in writing. 

25) The franchise concluded by providing that there can be no 
implied waivers of any of its terms and that the franchise represents the 
sole agreement between the parties. There can be no oral or written 
modification without the written consent of the general sales manager of 
General Motors. 

(26) Remember that the General Motors franchise is only a 1-year 
agreement. Each year every General Motors dealer faces the spectre of 
nonrenewal. Deficiency letters add to the constant fears and pressures 
under which many dealers operate.”’ 

In conclusion: many courts, economists, governmental agencies, and 
marketing authorities believe franchise agreements are inequitable and 
one-sided. As dealers are without legal recourse, they usually do as the 
manufacturer wants. 

Cited examples of instances where manufacturers, by use of powers 
conferred by the franchise, have not only treated dealers harshly but 
were possibly in violation of antitrust law. 

At least 19 States have adopted legislation ‘‘to protect dealers from 
arbitrary treatment and injury at the hands of the manufacturers.”’ 
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Ford and Chrysler franchises are “of indefinite duration,’ but are 


cancelable “at any time” and ‘with or without cause’”’ on 90 days’ notice. 
Appendices A, “‘Comments Concerning the Franchise and Franchise 
Relationships,’”? and B, Mr. Hewitt’s extended statement, inserted at 
this point. 


Statement of J. Ed Travis, Jr., Travis Service @o., St Charles, Mo. 

Prior to Mr. Travis’ statement, Mr. Burns informed the committee , 
that citizens of the State of Missouri wished to make statements with 
respect to Mr. Travis. 

Senator Hennings made a statement on behalf of Mr. Travis. 

Statement of identification. 

His father started handling the Buick line in 1906; he himself received 
a Buick franchise in 1920, and held it up until October 31 of this year. 
After getting the Buick franchise, he handled GM trucks and Cadillacs; 
in 1933, ‘‘during a period of the consolidation of the Buick, Olds, and 
Pontiac division,’ he also handled a few Olesmobiles. At this time 
he received the Pontiac franchise which he thought to be permanent. 
Cadillac was lost in 1941, but he continued with Buick, Pontiac, and 
GMC until October 31. 

St. Charles is a conservative small city, comprised of people who 
have good credit standing and do not buy things they cannot afford. 
This attitude has affected adversely their purchase of cars in recent 
years as credit terms have been boosted from a normal 24 months up 
to 30, 36, 40, 42, or 46 months. He made the comment that “it is 
pretty hard to induce one of the conservative boys to put his signature 
on any contract of that kind. They just do not believe in it.”’ 

Instead of increasing sales, liberalized credit terms are more likely to 
decrease them in his community. 

In addition to his original investment, he had over the years expanded 
and mid? many improverrents in his plant end facilities, so that as of 
today a conservative estimate of their total investment would be between 
$250,000 and $300,000. 

No real complaint had ever been made against his plant by the man- 
ufacturer. “It was suggested that we might improve our showroom 
prior to the time that we improved it. It was suggested that we might 
increase our service facilities about the time that we * * * opened up 
our body shop.” These suggestions were made by representatives of 
the Buick division of GM. 

The only thing GM gave in the way of a contribution (if it could be 
called a contribution) to their expense was an allocation to Travis of 
extra cars over and above their allotment which they sold and from 
which they received a reasonable profit. Of course, these cars were 
not received cost-free. They were paid for ‘“‘cash on the barrelhead.”’ 

Senator Hennings said it was his understanding that ‘‘General Motors 
had nothing to say about Mr. Travis losing his franchise except that his 
performance was inadequate.”’ Mr. Travis confirmed this statement. 

He knew nothing about the forthcoming action until June 27 when 
the zone managers of Buick, Pontiac, and GMC came in at the 


€ 


same 
time, an unusual proceeding, and told him that his franchise for the 
three lines would not be renewed after October 31. 

He was not as surprised as he might have been under different cir- 
cumstances, because in August 1954 he had received the usual, routine 
notice that his contract would be renewed. In September 1954, how- 
ever, he was summoned to a conference in St. Louis ‘‘and esked to sign 
a letter, the contents of which said that I was a lousy desler, and that 
I was not living up to the contract provisions of General Motors.’”’ He 
told them he would have to think the thing over. The next day he 
asked for a copy of this letter. 

The letter submitted to Mr. Travis for his signature wa; read into 
the record at this point. 

This letter indicated he was deficient in not selling 1 or 1% more 
Buicks per month, although his trading area was largely confined to 
St. Charles, with a population of about 15,000. 

He financed his cars for the most part through GMAC. He never had 


any trouble with them nor was he pressured by them to deal with 
GMAC exclusively. 








XXX 


Page 


3243 


3244 


tr 
or 


QOr 


3251 


2959 


O202 





DIGEST OF TESTIMONY 


Their arrangements with GMAC have been, in general, satisfactory. 

Mr. Travis made an appeal to General Motors which he believed had 
been denied before he got there. They have no law protecting the 
dealers in Missouri; he has not attempted to obtain legal remedy. 

Buick’s only complaint was that he had not sold enough cars; but he 
felt GM should not use the same measuring stick for determining how 
many Buicks he should be able to sell as they would use in other com- 
munities. This is unfair because many factors enter into a dealer’s 
ability to sell certain kinds of cars within certain communities. For 
instance, in St. Charles there have been from 5 to 7 percent more regis- 
trations of the “low-priced three” cars than the Nation or the State has. 

He does not know who made the decision in his case. 

There have never been any personal differences with any individuals 
as far as he knows. The Buick zone manager “‘repeated several times 
there were no personalities” involved. 

Mr. Travis read his letter of appeals to the General Motors Dealer 
Relations Board, dated September 8, 1955. 

He quoted from a letter Mr. Curtice had sent to GM dealers and dis- 
tributors: “* * * there are three equities involved in the marketing 
of automobiles, the customer’s, the dealer’s, and the manufacturer’s.”’’ ”’ 
Mr. Travis said: 

“ “In this appeal we would like to demonstrate that we have attempted, 
and we believe successfully, to fulfill our equity in our responsibility to 
our customers and to the manufacturer, but that in its equity toward us, 
the manufacturer has failed in its responsibility.’ ”’ 

He had refused to sign the letter submitted to him in September 1954, 
although he may have signed a receipt showing he had received it. 

Letter from Mr. Travis to the Buick zone manager informing him of 
improvements in staffing and in physical facilities. 

The original statement they had wanted him to sign in September 
1954, saying he was deficient, was to be a part of the contract; it was 
later submitted to him in letter form. 

He had gone before the dealer relations board not knowing the reasons 
Pontiae and GMC were not renewing his franchise. He had asked for 
reasons, but the only reply came from Buick. 

Supposedly this appeals board was established so that determination 
could be made if the sales divisions were right or wrong in their actions 
At his hearing, “Pontiac developed some charges that were strictly 
trumped up to my mind.” He asked for copies of these charges too, but 
never received them. 

The first time Buick had complained officially about his market 
penetration was in September 1954, although it was not the first time 
they had complained at all. Mr. Travis said that in the period from 
1946-50 “‘they were in no position to complain, or even up into 1952, 
because we got all of our cars on allocation. We sold all of the cars 
we got, and it was only after they got to building them fast enough to 
run out of their ears that they would have had any reason to complain.” 
In 1953 he had been awarded a silver tray for ‘‘sales achievement for 
a quarter of a century and more.” 

In December 1950 Pontiac had awarded a painting of Chief Pontiac 
“to those dealers who were giving satisfactory service and satisfactory 
finance and satisfactory sales. That was given as a distinguishing mark 
of the dealers who were doing an outstanding job for Pontiac Motor 
Co.”’ This was not removed from the premises until a week after they 
had picked up special tools and other special equipment, after his 
franchise was lifted. 

He was given another award in the “Pontiac tiptopper campaign, 
January and February, 1955.’’ This was a sales campaign. 

He had some condemnations as well as commendations, however, as 
each division felt he should sell one of its cars when he sold one of 
another. There is very keen rivalry between GM divisions. 

GM seemed to have the idea he should pay his expenses. out of service 
so he could sell cars at less profit. 

At one point, “it was suggested that we were selling too many minor 
tuneups. We might just as well sell the major tuneups. which were 
more expensive and get more money into the labor sales,” 
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There was a period when he was being criticized and harassed by 
zone managers. 

Mr. Barbata had discussed with him the amount of profit he should 
make on a car, telling him he should sell more cars and take less profit 
on each one. But there were not that many customers in St. Charles. 

Registrations in St. Charles indicate there is a larger potential market 
than really exists. 

GM Truck division had not found his sales and service unsatisfactory, 
but as there was not a sufficient potential in handling only trucks, they 
cooperated with Buick and Pontiae and withdrew his franchise. 

Karlier in 1955, he had been informed that Pontiac found his agency 
satisfactory. 

His, hearing was held in the General Motors Building in Detroit on 
September 8, 1955. Named some of those present at the hearing. 

Mr. Curtice, president of GM, told him that just because they were 
hearing his appeal did not indicate his case had merit. 

Mr. Curtice said he did not know of any unhappy dealers, although 
Mr. Travis had said there were many who were pot pleased. They 
could not understand ‘‘why a dealer can only make 1%» percent return 
on his sales, with a factory making considerably better than 20 percent.’’ 
These dealers ‘‘are not satisfied that there is an equitable division of 
the profits of the industry.’”’ Mr. Travis had told Mr. Curtice these 
figures came from NADA. Mr. Curtice had said they were not reliable. 

It is his opinion the GM people had made the decision in his case 
before the appeals board met. 

There was a leak of the information that his franchises would not be 
renewed 2 days after he was given oral notice, resulting in loss of his 
employees, some of whom had been with the company for 25 or 30 
years. There was, thus, an indication that the decision had been 
made at the lower level that his contract would not be renewed, before 
he went through process of appeals. 

As a result of the emplovee loss, the company’s organization was 
ruined. And all of this happened before he had received formal written 
notice of discontinuance of franchises. 

There is no Buick dealer in St. Charles, although a Pontiac-GMC 
dealer has been appointed. 

Their gross sales have averaged about half a million dollars over last 
5 vears. 

The rent GM is paying for his plant is completely inadequate. It is 
his ‘rough estimate * * * that they will take probably, in the return 
of parts and signs and stuff, not over 5 percent of our assets, that 
would be their responsibility under the contract.” 

All the figures Mr. Travis has quoted are gross, not net, figures. 


Statement of Clyde H. Martin, president, Missourt Automobile Dealers 
Association, Springfield, Mo. 

Statement of identification. He is a Chrysler-Plymouth dealer in 
Springfield. 

The ‘‘Travis story’”’ was first heard at the association’s board meeting 
on October 25, 1955. ‘There were 30 members of our board present 
on that occasion, and they were deeply shocked to find that somebody 
whom we respected and admired, and whom we feel to be exemplary 
of the type of man that should be in business, could be so summarily 
dismissed by General Motors. And so, we passed a unanimous resolution 
condemning this action, and asking that it be brought to the attention 
of Congress, brought to the attention of NADA, and brought to the 
attention of General Motors Corp. 

“We sent a copy of the resolution to Senator Monroney’s committee, 
or Senator Monroney, and it was acknowledged. And we also sent 
copies to NADA, and they acknowledged it. We have had no acknowl- 
edgment from General Motors.” 

Mr. Martin read the resolution into the record. 

Mr. Travis is a member of the association’s board of directors. He 
asked to be excused when the resolution was passed. 

This resolution represents the view of the dealers of Missouri. ‘‘We 
‘an’t help but feel that if they don’t want a man of his standing and his 
‘aliber * * * the question arises: what type of dealer do they want to 
represent them?”’’ 
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[n some cases cancellation of franchise is justified; but not in this one, 

Mr. Travis might have sold more cars by using unethical methods of 
sales, but he refused to do that. 

Although the market today is a so-called buyer’s market, in his 
opinion the buyer is not benefiting from it. 


Statement of Rowland T. Pundmann, St. Charles, Mo. 


Statement of identification. He has been “actively engaged in the 
management of the Ford dealership in Sc. Charles since 1946.” 

In a small city like St. Charles, “‘you have to be able to satisfy your 
repeat customers on the basis of the service that you render, as well as 
on the basis of the original deal that you might offer, and we have 
nsistently found Travis to be very competitive from the standpoint 
of his service facilities as well as from his sales organization,”’ 

It is his belief that Mr. Travis is ‘fone of the most respected people”’ 
in the community. Among the other automobile dealers in the town, 
he was considered a leader and had an excellent reputation, 


CO 


Statement of Herbert C. Sanford, president, St. Charles Savings Bank, St. 
Charles, Mo. 
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Statement of identification. 

His appearance before the subcommittee is purely voluntary. It is the 
opinion of most of the people in St. Charles ‘“‘that Mr. Travis was unjustly 
treated by the General Motors Corp. when it failed to renew the Buick, 
Pontiac, and GMC truck agency with him.”’ They hope action will be 
taken to prevent ‘‘some future dealer from suffering the same fate Mr, 
Travis did,”’ 

“Mr. Travis is an outstanding businessman of St. Charles; he is a 
civic leader, as well as a church leader, and everyone who knows him 
holds him in high regard.’’ He has had business dealings with Mr. 
Travis since 1926, when he bought his first Buick, and their business 
relationship has always been satisfactory. Mr. Travis’ credit rating 


is “A No.2." 
Statement of Henry C. Vogt, mayor of St. Charles, Mo. 

Statement of identification. He is here ‘‘to testify that we consider 
Mr. Travis an outstanding citizen of St. Charles.” 


It is his opinion that Mr. Travis was doing the best job that could be 
done and, therefore, was treated unjustly. 





Statement of S. W. Fraser, Billingsley Motors, Portland, Oreg. 

Statement of identification. 

Until November 1, 1955, when his franchise was terminated, he was 
general manager of the Billingsley Pontiac dealership, having joined the 
organization in 1950. 

His association with General Motors started in 1936. He was with the 
Ford Motor Co. from 1932 to 1936. He changed affiliations because 
it looked as if ‘‘the opportunities were a little better with GM at that 
time.”’ 

Gave the history of the Billingsley dealership. 

From 1950 until 1954 sales were pretty good; repair work had been 
at a fairly high level. But never did they sell enough cars to please the 
factory. 

Letter from the Pontiac motor division saying they were not satisfied 
with the operation of Billingsley Motors. That their operation was 
‘ ‘deficient and unsatisfactory in the following respects: 

‘1. Dealership operation has not developed a satisfactory sales 
performance to properly penetrate the available new car market 
and obtain the dealer’s fair share of that market in his area of 
responsibility. 

‘2. An insufficient number of capable and well-trained salesmen 
to properly penetrate the available new and used car market and 
obtain for the dealership its fair share of the market in the dealer’s 
area of responsibility. 

‘‘ 3. The management and sales policies of the dealership are not 
conducive to the volume operation commensurate with the dealer’s 
sales responsibilities.’ ”’ 
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If improvements were not made, the franchise would be lifted. This 
letter was from the Pontiac zone manager. 

Just prior to this letter, Mr. Work, the owner, and Mr. Fraser had been 
‘alled into the zone office and told they had not sold sufficient automo- 
S biles. But neither had other dealers in the area. They told the zone 
manager, however, they would “sell every Pontiac it was possible to sell 
if there was a dollar profit, but we would not sell cars at a loss.”” How- 
ever, they were told if they did not agree to sell ‘‘national price class’’ 
franchise would not be renewed. 

They did make some improvements. 

After receipt of the letter, no one mentioned its being either sent or 
received, because if word got out that they were ‘“‘under the ax’’ the 
morale of the organization would be ruined. 

In their improvement program the sales force was increased by over 
100 percent. 

In addition to increasing the sales force, he sought and got permission 
to add a used car lot. Then leased a warehouse to store about 60 or 70 
new cars. 

E. They were doing their share of the business and a “‘little better than 
the other two dealers”’ in the area. 

3276 They were told they were still not selling enough cars; but the same 
he thing was being told to all dealers. On July 26, 1955, a registered letter 
ly was received saying the franchise would not be renewed. 

1 These letters were sent to many other Pontiac dealers, but none other 
‘es in his area. 
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ca 3277 They did nothing about this letter either, but waited to see if they 
: could get some relief or if the Pontiac people would change their minds. 
. In the latter part of September, however, word got around. He still 

oe refused to admit their franchise would not be renewed as he though it 

Ar could be “patched up. a3 

ae He asked Mr. King, the zone manager, if it would help if he and Mr. 

ine Work went out to see Mr. Crawford, general sales manager. Mr. 


Fraser said Mr. King told him, “‘ You can go in if you want to, but it will 
not do you any good. We are not changing our decision on this, and I 
will not change my decision on it.” 


der He then contacted some attorneys who said they would try to get the 
situation straightened out. 
be 3278 tead into the record the letter sent by the attorneys to Mr. Crawford. 


In view of the responsibilities and investment required of a dealer, the 
long years of the association, and the “circumstances under which Pontiac 
induced Mr. Work to accept and continue the dealership,’ this agree- 
ment should not be terminated without cause. Pontiac had not shown 

was cause. 


th In the letter, the attorneys pointed out that Mr. Work and Mr. Fraser 

felt the performance had complied with the requirements set out by 
the Pontiac in the previous letter from Pontiac. It also pointed out that 
1use Billingsley sales had risen consistently and substantially. Not only had 
that the sales staff been greatly increased but the advertising budget had 


been expanded sizably. 
The attorneys’ letter also pointed out to Mr. Crawford that there 
heen were indications that Pontiac had itself ‘‘breached the agreement in 


the past years by not giving Billingsley its fair share of new cars following 

the war when cars were in short supply and each sale meant a substantial 

sfied profit.” This had been confirmed by Mr. Ward, who was then general 

was sales manager, in 1950. 

3280 Work and Fraser were not desirous of controversy, nor did they want 

sales a lawsuit, if it could be avoided. They just wanted to continue as a 
irket franchised Pontiac dealer. 

a of Mr. Crawford’s reply to this letter was received by Mr. Fraser on 


October 7. He offered to meet with Mr. Work if there were additional 


smen information that Work felt he should consider. 
and After receipt of Mr. Crawford’s letter, they called Mr. Crawford and 
aler’s told him they would be there sans attorney. 


When they arrived in Pontiac, Mich., on October 18, Mr. Crawford, 
Mr. King, and some other men were present, and were supplied with a 
aler’s chart of the Billingsley operations. 


67272—56—pt. 78 
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sillingsley does all its own financing, although they had used GMAC 
until 1951. 

They told Mr. Crawford all they wanted was their franchise, as they 
knew they could sell the cars. Mr. Crawford then asked why they had 
not sold the additional 16 cars a month they were short, to which Mr. 
Fraser said they were short only 8. And besides, they only made $12.10 
each on the cars they did sell. 

A few days later they received a letter from Mr. Crawford stating 
that their dealership would be terminated on October 31, 1955. 

Most dealers who are denied a franchise sell out and take what they 
can get. But, ‘‘We told them that we were not interested in selling out. 
We might lose a couple of hundred thousand dollars, but we were going 
to keep our 75 employees and find a way to make a living. So that is 
what we have done. 

“‘T manage to get hold of new Buicks, new Chevrolets. I have plenty 
of Pontiacs. They shoved about 60 to me in those 10 days, more 
Pontiacs than any other dealer in the area. And when they came in 
and wanted to know, ‘Do you want us to buy them back?’ I said, 
‘Nope.’ , 

They did not sell back their parts, either. ‘‘We are doing about 18 or 
19 thousand dollars worth of parts business a month. We are not losing 
our customers. They still come to us for service. That is what we 
built it on.’’ So they continue to operate without a franchise. And 
they do not intend to go out of business. 

A new Pontiac dealer opened up with only 5,000 square feet of space, 
and came down to see Billingsley’s about handling his service work. 

The people at Billingsley have opposed the high-pressure method of 
selling cars. 

He will service the new Pontiac dealer’s cars as soon as the man is in 
operation. 

When the then Pontiac zone manager asked Mr. Work to put up the 
money to take over the dealership, it was completely boarded up. Mr. 
Work had retired from the business world and did not want to under- 
take the effort, and did so only after Mr. Ward’s repeated requests, and 
the promise that he would never have to do any of the work—only 
supply the money. 

It has been one of the most profitable operations in the Northwest. 
In October the net worth of the plant was $680,000; total assets amounted 
to $1,300,000. 

Although the zone manager told them he would find a buyer if they 
wanted to sell, Fraser said he did not think they could have found one 
to take over that size operation. 

You stand to lose a lot of money on your rent if your franchise is with- 
drawn because the lease runs for years, but the selling agreement only 
for 1 year. Therefore, most dealers take the deal that is offered. 

Explained what is meant by bootlegging cars and how it is done. 
Also explained how cars are priced. 

A price shown in an advertisement that is f. o. b. Detroit is misleading, 
as it does not tell the customer what price he will pay nor what he will 
get for his money. 

The cars that are bootle -gged originate with franchised dealers. 

Even though bootleg -gging is deplored by some, everyone in the auto- 
mobile industry knows it is going on. 

During the time they used GMAC for financing, their relations were 
excellent. 

In Oregon there is no law to protect the dealers as there is in 19 
States, but he wishes there were. 

Senator Wiley could not understand why their franchise was lifted 
when, according to Mr. Fraser’s testimony, they had complied with the 
factory’s requirements for improvement. Mr. Fraser does not under- 
stand either. 

Mr. Fraser knows of no personal conflict that would have caused this 
action. 

It has been only within the last 2 years that this terrific pressure 
has been applied to the dealers. 

It may be only the result of an overly competitive race that is of little 
or no good to the country. 
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When this happened, the State association of dealers wanted to make a 
formal protest to GM, but he told them it would do no good. But there 
will be an attempt made at the next session of the Oregon Legislature to 
have protective legislation adopted. 

An FTC report made in 1939 recommended that certain things be 
done to make the selling agreement a bona fide contract instead of the 
unilateral document it is now, but action has never been taken by 
Congress. Mr. Fraser thinks it should be done. 

He did not ask for a hearing before the Dealer Relations Board, 
because he felt he would get no satisfaction out of them. 

There are about 9 million people employed directly or indirectly in the 
automobile business, so if it deteriorated unemployment would be 
tremendous. 

He thinks it is true if unwise forcing of cars by sales programs makes it 
impossible for dealers to make a profit from sales of cars, and tends to 
drive them to dependence on service business to stay in business, then a 
condition will develop which threatens the basis of the economy, when 
one takes into consideration the raw materials which must be purchased 
for the building and the distribution of the cars which are the basis of 
this industry. 

Senator O’ Mahoney said the dealer should be an independent business- 
man, not bound by a unilateral agreement which works to the benefit 
of the manufacturer. 

Mr. Fraser had had one complaint about the profit they were making, 
although the profit had been made on used cars. 

GM says that if a dealer is making too much money he is not selling 
enough cars because he makes too much profit. ‘That isn’t true.” 
The profits they make are from servicing, used cars, and other sources. 
This year their profit per car was $12.10. Another source of revenue is, 
in his case, the financing end, as they handle their own. 

Most dealers make their profit through their financed parts. 

At one time Billingsley Motors dealt with the General Motors In- 
surance Co. About a year ago they changed over to a plan called 

{esolute—do your own underwriting. 

Mr. Fraser had talked with other dealers before coming to Washington 
and had heard some of their complaints. One of the major gripes 
was “having to take so many cars on the end of the 1955 model run.”’ 
One small dealer, who had authorized Mr. Fraser to speak for him, had 
been told he would have to take 20 ‘‘or else’? he would get no new cars. 

This small dealer took seven, although he wanted none. He received 
“4 cars for announcement and he sat there for over 30 days and has not a 
new car yet.” They are freezing him out on that one. 

Another small dealer, Pontiac, was told to take ‘“‘so many cars or they 
would not renew his contract.’”’ At the end of the season, they try to 
dump cars on the small dealers. ‘The little dealer has not the nerve to 
tell them to ‘jump in the lake’ which I did always. That is probably 
another reason why I am not a dealer.”’ 

Letter from Mr. Curtice referring to practice of bootlegging cars 
inserted at this point. 


Statement of Miller Kaminsky, Chatham Motor Co., Inc., Savannah, Ga. 

Statement of identification. He handles Cadillacs and Pontiacs; has 
had the Cadillac franchise since 1935, Pontiac since 1939. 

He had been a new-car dealer since March of 1916, but lost his fran- 
chises and is now a used-car dealer. ‘‘We were not renewed on the same 
basis that the others were not renewed.”’ He first received a letter in 
June saying his Pontiac franchise would not be renewed; about 10 days 
later he received a letter from Cadillac. 

It was a form letter from the zone manager. He had received no pre- 
vious notification that his franchises would not be renewed, although 
the Pontiac zone manager had told him verbally what was coming. 

In September 1954 he had received a letter signed by Mr. Crawford 
and the zone manager which set forth the things they thought wrong 
with his operation. It seemed to be almost identical to the one Mr. 
Fraser had received. He read it into the record. 

One of their complaints was that he did not have large enough facil- 
ities, but on December 4, 1954, he submitted to both Pontiac and 
Cadillac preliminary plans for 4n addition to their building. 
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The letter enclosing the plans that was sent to CadiHac was never 
answered, so in July 1955 when they attended a meeting pertaining to 
their cancellation, the Cadillac people were asked why there was no 
reply. They said, ‘‘Well, we overlooked it. But the building is not 
satisfactory to us.’ The addition would have meant an investment of 
$100,000; their present building is worth $200,000. 

Cadillac found the plans unsatisfactory because they wanted Chatham 
Motor Co. to move out of a congested area into the “acreage area.’’ They 
usually prefer a dealer have a one-story building with lots of ground area. 

As their present building is unfit for anything except an automobile 
agency, it would have meant they would have to abandon a $200,000 
investment, go out and put up another $250,000 building. 

They requested and received a hearing before the dealer review board. 
They took no attorney with them because “‘in the dealer relations booklet 
it emphatically states that it will not allow anybody to appear except 
the dealer’’ or someone directly connected with the company. This was 
interpreted as meaning they could not have an attorney. 

When they appeared at the meeting in Detroit they brought with them 
and presented to the board their blueprints of the new construction and 
a brief Mr. Kaminsky had drawn up. There were about 15 people at 
the hearing, among whom were Mr. Curtice, Mr. Hufstader, Mr. Hop- 
kins, Mr. Roach, the general sales manager of Cadillac, and the zone 
representatives of Pontiac. When he finished reading the brief, ‘the 
Pontiac official turned to the chart and read from that and then the 
Cadillac official appeared and the chart was turned so fast I couldn’t 
catch it. And then it was finished. And the only thing that Mr. Cur- 
tice said to me was that General Motors is spending a billion dollars 
and you havén’t kept up with the expansion of General Motors. That 
is just about all the conversation we had. We didn’t discuss my brief 
whatsoever, but we shook hands, and I went out.” 

“The charts had reference to lack of sales on Pontiac. We attempted 
to show him that for the period January 1 through July we had gotten 
8.77 percent of the business against Pontiac’s national average of 7.55, 
and we were 1.22 percent ahead of registration in our territory. We 
were in 5th place when Pontiac was in 6th place nationally.” 

At no point did they question what he read them. ‘They just over- 
looked it without saying anything to me about it.” 

It is his impression that the charts purported to show that his sales 
were below Pontiac’s national average, but according to his calculations, 
which he believes to be accurate, it is not true. The figures are based 
on registration of cars. 

Mr. Roach, the general sales manager of Cadillac division, and Mr. 
Brooks, the Pontiac zone manager, offered to find a buyer for him. 

He was frequently pressured to take more cars, even though the total 
number of units sold by him per month was above national average. 
Pressure was also applied to ‘“‘put on more salesmen,” “spend more 
money—they always could find a way for us to spend our money.” 
They also threatened him with cancellation of his franchise. 

He tried to order cars without the frills and with few accessories, but 
the district manager would bring back the orders and tell him he had 
to order more accessories. He would then have to change the order. 

They required no financing for purchase of new cars from the factory, 
but paid for them themselves. 

The paper which he received from the purchasers was sold to GMAC, 
however. 

In 1952 he was told he had to take a carload of body undercoating. 
He said he was not in the undercoating business and did not have the 
facilities for undercoating, therefore ‘‘we would like relief from any 
purchases.’’ He was told he would have to buy, so bought half a car- 
load, 40 tons. This at a cost to him of $1,641 plus freight. 

‘‘We peddled it out by drum to other local dealers at low cost, and on 
the theory that we would give them any undercoating business we 
might receive from our customers, and that is how we were able to dispose 
of it.” 

He was also pressured into taking advertising literature he didn’t 
want. Postcards were bought by him from Pontiac division through a 
company called Market Builders. He does not know if this company 
is a subsidiary or if anyone at Pontiac is directly interested in it. 
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The program using Market Builders’ postcards was cut back probably 
because of dealers’ indignation. 

He paid for these cards all at one time “‘to get a 3-percent discount. 
I was throwing away the money, and I wanted to save as much as I 
could.”’ After sending the postcards out for 4 months, the balance were 
thrown in the trash. 

The Pontiae Co. wrote up the order and Mr. Kaminsky signed it. 

The pressure to buy unwanted accessories usually starts with a new 
model, then tapers off. 


TuursDay, DecemMBeER 1, 1955 


Statement of Lee C. Anderson, Buick-Pontiac-Chevrolet dealer, Lake Orion, 
Mich.; accompanied by James C. Moore, general counsel of the Na- 
tional Automobile Dealers Association 


Statemert of identification. He has been Pontiac, Buick, and Chev- 
rolet dealer for 21 years. They have real-estate assets of about $440,000 
For the last 3 or 4 years their annual business has been about $3 million. 
They sell about 700 new and 1,800 used ears. 

Most of the people in the community derive their income from GM 
employment. 

Until 1949, when the Sloar formula expired, he sold about 450 Pontiacs, 
100 Buicks, and 100 Chevrolets annually. 

The selling agreement, or franchise, places very few obligations on the 
factory but many on the dealer. 

He defined territorial security: “In the franchises previous to 1949, 
and [ think including 1949, we had a certain assigned territory in which 
we were supposed to develop the sale of merchandise.’?’ This was made 
a part of the selling agreement, as the dealer’s assigned territory. It did 
not, however, mean a dealer could sell only in that area. ; 

If, however, a dealer sold a car out of his assigned territory and it was 
found out, he gave the ‘‘offended dealer’ $35 or $50. Generally a dealer 
would not want to invade another’s territory as he had plenty of business 
to take care of himself. 

His dealership was not terminated for lack of market penetration. 

Prior to the war plans had been made to enlarge the facilities, but 
materials shortages made it impossible, so an enlargment program was 
undertaken after the war. After they had obtained the necessary lots 
and had steel fabricated, the district manager and the zone manager told 
him even that addition would not be large enough “to properly house 
and protect my franchises.’””’ They made an analysis of the territory 
assigned to him and told him he would need 20,000 square feet. 

They were unable to obtain that much land where they were, so bought 
a new site on the main highway at a cost of about $20,000; erected a 
building costing $205,000, and invested about $100,000 in equipment. 

This money was invested by his corporation, not the factory; some of 
it was borrowed. 

He said that “no one had ever complained, and still have not com- 
plained about facilities or our sales standing; and our penetration was 
certainly satisfactory. and our service performance was satisfactory.” 

As a matter of fact, General Motors recognized our new facil- 
ities * * * as a model dual franchise operation, and so instructed 
people to visit us, dealers particularly, from all over the country. * * *” 
The overseas division of GM even brought foreign dealers out to see his 
place 

The Argonaut realty division of GM, a real-estate department, rates 
each dealer’s facilities from time to time. His place has been rated 
2 or 3 times. 

It will take them 2 or 3 months to liquidate their dealership, and in 
the meantime they are handling used cars. 

Until recently, his relations with General Motors were very friendly, 
on both sides. 

He sold three out of four of all new cars sold in the community. 

On June 7, 1955, he made a speech before the Rotary Club in Oxford, 
Mich., in which, without mentioning General Motors or the Pontiac 
division, he criticised the industry factory-employed discount plans. 
This is a plan which enables employees and officials to buy cars at the 
same price the dealer pays, taking away the dealer’s profits. 
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Mr. Anderson protested this plan for a year and a half, and then GM 
“called it quits. They were tired of listening to me.” 

Other dealers in the vicinity of the factory complained also, because 
from November 1, 1954 to March 17, 1955, the dealers all combined 
delivered a total of 392 cars which there was a_ factory penetration of 
2,415.’ GM claims this has been the policy of the company since 1933, 
but his figures indicate that only recently have they actually done it 
on such an extensive basis. 

Both Ford and Chrysler also have this plan now. 

Twenty days after his speech, on June 27, he received ‘simultaneous 
letters from all three divisions by registered mail’’ telling him his 
franchises would be terminated. Read the three letters. 

In the month they moved into their new building their quota of 
Pontiaes was cut from 380 to 10. That is one of the reasons their basic 
allotment has shrunk so badly. They should be selling 1,000 or 1,200 
Pontiacs per year as was projected at the time they built their new 
facilities. 

‘“‘We have gone from the all-time high of 18,000 General Motors 
dealers to the all-time low for Pontiac motor division, and they accuse 
me, the reason for it is my irrevocable attitude.” 

Even though his sales position had dropped so markedly, the Pontiac 
officials did not complain; as a matter of fact, he called it to their 
attention 

When he talked with the officials who had signed the letters terminat- 
ing his franchises he was told, “It was not of their doing.’’ They were 
taking orders from ‘‘topside.” 

In his opinion, ‘‘topside’’ was Harlow Curtice, president of General 
Motors. 

On June 30, 1955, he wrote a letter, at the suggestion of the three 
general sales managers, to the General Motors dealer-relations board 
secretary, S. D. Hopkins. The appeal was heard on August 19, 1955, 
“and about 3 days later we received a letter dated August 22, advising 
that the board had upheld the decision of the general sales managers not 
to renew the franchises.”’ 

Quoted from a letter he had written to Mr. Crawford of Pontiac 
criticising the way the employee discount policy was working. Copies 
of all important letters were sent to Mr. Curtice and Mr. Hufstader. 

After the appeal hearing, be had made a summary of what transpired 
because he is not allowed to take anyone else into conferences nor are 
any notes taken by GM made available to him. 

Those present at-this conference with the dealer relations board, other 
than Mr. Anderson, were: 8S. D. Hopkins, secretarv of the dealer rela- 
tions board; Henry Hogan, legal counsel; Harlow Curtice, president of 
GM; William Hufstader, executive vice president; Mr. Anderson’s sales 
manager; Mr. Hanoute, Charlie Starrs, the secretary; Mr. Sarvis of 
Chevrolet division; Mr. Crawford, general sales manager of Pontiac 
division; Mr. Schulte of Pontiac; Mr. Foley, organizational manager of 
Pontiae motors division; and Mr. Bradshaw, a regional manager for 
Suick division. 

Neither Chevrolet nor Buick people had anything to say, nor did Mr. 
Crawford. 

tead from his summary of the conference. 

After the conference was opened by Mr. Hopkins, ‘“‘Mr. Curtice then 
took charge of the conference and in an exchange of conversation with 
Mr. Anderson commented that he understood that Mr. Anderson was 
quite a speaker and writer. Mr. Anderson informed Mr. Curtice that 
he had made only one speech and that the book Arithmetic of Disaster 
was by no means a best seller.” 

Mr. Anderson then read his prepared presentation, and Mr. Foley, 
Pontiac organizational manager, read a chart presentation, on which 
Anderson offered a couple of corrections. “Throughout the remainder 
of the conference Mr. Curtice referred to the Oxford speech which ap- 
peared in the current NADA magazine by waving it before everyone and 
reading several paragraphs.” 

Curtice said he had made many speeches and it was obvious Mr. 
Anderson was dissatisfied with the policies of the corporation. 
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“The NADA magazine was again picked up by Mr. Curtice, and this 
time he read several paragraphs from the article. When he finished 
reading Mr. Curtice looked at Mr. Anderson and said, ‘Why, you’re a 

ted. Do you want me to continue reading?’ ”’ 

Continuing with the summary of the board hearing, it was reported 
that Mr. Hanoute told the gathering that the record of the company 
was good in all ways; ‘‘ ‘that he was also at the hearing to represent 50 
employees who, he stated, “are loyal to GM and its products.” ’ ” 

““*Mr. Curtice remarked that Fred Bell of NADA had written the 
Oxford speech. Mr. Anderson informed Mr. Curtice that Bell did not 
write the talk.’’’ Anderson said he had never met Mr. Bell until a 
month ago, nor had he authorized the printing of the speech in the 
NADA magazine. He did not intend to sue, however. 

Mr. Curtice asked, “‘ ‘ “what are you going to do with a building with- 
out a franchise? What’s Art Summerfield going to do for you? You 
went to him for help.”’”’ This was said “in quite a contemptuous 
tone of voice PP 

3334 Anderson said, ‘‘I hadn’t been to him (Summerfield) for help at all, he 
came to me for help.” 

““*Mr. Anderson explained that although the discount plan had been 
in effect for many years, that the scope of the plan had changed con- 
siderably over the past vears. Where in 1941 the factory put some 80 
cars on the road, that figures today had run into thousands.’ ”’ 

Also, there were times when it seemed Mr. Curtice was a little puzzled. 


335 Curtice commented on several trips Anderson was supposed to have 
made, ‘‘ ‘Mr. Anderson stated that the board was misinformed, ‘that 
I had not been to Lansing meeting with the NADA executive committee, 


and that I had not been to Washington meeting with the NADA execu- 


tive committee, and that I had not asked Art Summerfield for any- 
thing.’ ”’ 

“Mr. Anderson told Mr. Curtice that he had received a telephone 
call from Mr. Summerfield asking that he bring a copy of the book 
(Mr. Anderson’s) to Flint.’ ’ 

Anderson assured the board that he would make no more such speeches, 
and the hearing was over. Three days later he received the notice that 
the decisions of the sales managers were upheld, that he would be 
disenfranchised. 

He did not recall specifically what part of the condensed version of 
his speech, which appeared in the magazine, Curtice had been reading 
when he called him a “red,’’ but he thought it was ‘‘following my charge 

3336 of friendly factory bootleggers.” 

Anderson said nothing that would, in his mind, justify his being called 
a “red,” nor had anyone else called him a “red.” This was the first 
time there was any name-calling on either side. 

3337 It is his opinion this discount policy adopted by GM was aimed at 
driving some dealers out of the market. A year and a half ago a new 
dealer was set up 2,500 yards from Anderson with Pontiac, Buick, and 
Chevrolet emblems hanging on his new building. ‘And he has accumu- 
lated, since April of this vear, some 400 customers in Texas,” according 
to an employee of the other dealership. According to Polk, this other 
dealer had loeal sales of about 170 through September 1955 

3338 This new dealer occupies facilities previously occupied by a Ford 
dealer who is now in the Federal penitentiary. ‘This free-enterprise 

? system gets pretty rugged, Senator. The present Ford dealer is 3 


blocks from me, and he is on bond for $87,000 pending a trial.”’ 
Senator 0’ Mahoney thought this might be even more important than 
: what happened to Anderson, as it might indicate there was a general 
policy line that hits all dealers within a given area of a factory. 
3339 GM and Anderson are still talking about what is to be done. ‘Just 
; last week, I think, they have my sales manager signed on a Chevrolet 
. and Buick contract. We are making plans, and trying to get together, 
on leasing of the building to my sales manager.”’ 
i His relations with GMAC were always satisfactory; he was never 


pressured by them. 


’ L. C. Anderson, Ine., has not paid dividends in 2 years; the net worth 
; has also dropped. 
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Although the inequity of his situation was not discussed at the appeals 


hearing, they did have copies of his book, the Arithmetic of Disaster, 
which contains exchanges of correspondence as well as his position on the 
matter. 

\ithough he has acted completely independently, other dealers have 
told him they approve of what he is doing, ‘“‘and are very hopeful, 
Senator, hopeful that some remedy will come.” 

In January, 1954, Anderson received a call from a foreman in the 
Pontiae plant telling him that each of the 1,100 foreman was to get 
3 cars per year that he could sell, getting them at factory price. 

He then ealled Mr. Crawford, Pontiae general sales manager, who was 
unbelieving at first, but called him back to confirm the plan. He had 
heard reports that even the 3 allotted was not the limit—that some 
foremen had 10 or 12. 

‘In Flint it has been traditional to deliver employee cars through the 
ere, and employees were allowed, I think, over the past 
3 years a 10 percent discount, which left them a 14 percent gross pro- 
fit * * *”’ ‘The reason Summerfield asked to see him was because he 
had heard of Anderson’s work on the discount plan. He gave Mr. Sum- 
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| yme assistance. 

Summerfield was fearful this plan would be effectuated in Chevrolet 
division, so Anderson gave him a copy of the report he had made on 
what the plan | done to him relative to Pontiac. The plan was put 
in effect with respect to Chevrolet, ‘‘and it lasted from the day after 
Thanksgiving until the first of February,”’ at which time, apparently, 
Summerfield was able to get it stopped. 

As far as he knows, the plan is not in effect in Chevrolet to the extent 
he has described it in Pontiae. It is his understanding that Buick and 
Oldsmobile have similar plans, however. 

During the appeal hearing he was always hopeful that the decision 
would be reversed and that the three franchises would be returned. 

He does not think there is a dealer-protection law in Michigan similar 
to that in other States. He has not contacted an attorney, “other than 
Mr. Hogan’s department,’’ to determine if he has any legal rights in the 
cas 


Although he is not a lawyer, and has not thoroughly considered any 


proposed remedies for this situation, he offered some possible remedies. 
One thing that he thinks would be helpful is to have an assigned terri- 
tory—territory security. 





The Art Summerfield referred to is the senior; his son now runs the 
Chevrolet ageneyv in Flint. 

His income now will be “reduced substantially” from what it was. 
He has never bootlegged a ear, directly or indirectly. 

Seemingly the only thing GM had against him was his Oxford speech. 
He tried to explain his position to them at the DRB hearing, but to no 
avail. 

The competition between Ford and GM is an economic battle between 
the two, not competition based on the merits of the merchandise. 
Because the dealers are so much a part of the battle, they must be able 
to “economically figure their overhead and know their costs and get just 
a little more to stay in business.’’ 

Under the employees’ discount plan, the owners still must have the 
cars serviced by an authorized dealer to retain the warranty. He 
serviced these cars until May of this vear, according to contract stipu- 
lations, then he “‘served notice on the factory that we could no longer 
afford to do that.’’ This servicing involved a cost to him for which he 
was not reimbursed which, in 1954, amounted to several thousand 
dollars. 

Many of the cars bought by the employees were sold to other con- 
sumers in the area. Information obtained from the office of the sec- 
retary of state of Michigan showed that ‘‘a sizable number of the cars 
were being transferred before a vear was up—in other words, some of 
them were transferred the same day, some of them a week later, some of 
them a month later.’’ 

Mr. Anderson never asked the NADA or Admiral Bell for assistance. 
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Statement of James T. Hamrick, Mobile, Ala., accompanied by Rowland F. 
Kirks, legislative counsel, National Automobile Dealers Association 

Statement of identification. 

Owns and operates the Hamrick Motor Co., and has been a franchised 
Oldsmobile dealer in Mobile from 1940 until October 31, 1955, when his 
franchise was not renewed. Has been in the automobile business since 
1924, starting by selling Fords. In 1926 became sales manager for a 
company handling Oakland and Cadillac automobiles and GM trucks. 
In 1930 became a used car dealer; in 1934 took on a Nash dealership; in 
1937 became Willys distribution in addition to Nash; and became Olds- 
mobile dealer in 1940. 

“My present capital investment in this dealership amounts to over 
$447,000, of which $60,000 are in frozen assets such as tools, equipment, 
bins—that is parts bins—office equipment. etc.; and $127,000 working 
capital, both of which are required by General Motors.” 

In 1954 his company sold 262 new cars and about 470 used cars; and 
in 1955 it was 291 new cars and about 500 used. 

“Tn 1949 Mr. Paul St. Clair and Mr. Al Rucker, the zone and assistant 
zone managers for the Atlanta Oldsmobile division ordered me to con- 
struct a body and paint shop, which I did at a cost of $36,000.’ They 
promised him an increased allotment of new cars so that he might be 
able to handle this investment as quickly as possible. 

St. Clair and Rucker had surveyed his facilities and told him he needed 
more floor space and ordered him to take the body shop and paint shop 
out of the mechanical department and expand. They sent down a man 
who was an expert, “‘and he did the surveying, did the fixing, and I did 
the paying.”’ He had been given to understand that if he did not comply 
with their wishes he would not get a renewal of franchise. 

They did give him additional cars in 1950. ‘‘However, in the suc- 
ceeding year, 1951, they decreased my allotment by almost a hundred 
cars over the amount allotted me in 1950. This amount was substan- 
tially decreased in 1952 and 1953, with my receiving only 225 new cars 
in 1953.” 

Quoted from a bulletin telling him the number of cars he would 
receive 28 well as the percentage of different models of Oldsmobiles he 
should take. ‘In other words, I have to order them as specified right 
here.’ This order comes from the zone or assistant zone Manager. 
When they “‘recontract”’ they are told the percentages of accessories 
they will have to take. He has mailed in orders for cars with per- 
centages out of line and has had the orders returned to him. 

Letters to Oldsmobile dealers informing them of tentative quotas 
inserted at this point. 

teceived 225 new cars in 1953 although he had told the factory 
representative he wanted more and could sell 600. In 1954 received 
262 cars although again asked for more, and could have sold 600. 

In March 1955, the zone manager told him his percentage base was 
being upped to 7.2; his percentage allotment in 1951, 1952, 1953 and 
1954 had been 3.7 percent market penetration of territory. ‘‘At that 
time, I had notified Mr. Frost that I was selling 4.1 percent penetration 
of market, which was more than at any time during the 4 years of short- 
age, and that I did not have the facilities or manpower to do the larger 
job.” Pointed out that he had signed the 1955 contract with the idea 
he would still receive about 3.7 percent. 

Inasmuch as he felt incapable of making the necessary expansion on 
such short notice he suggested to the zone manager that another dealer 
be added. Otherwise, ‘‘the best I could do was to give them a letter to 
the effect that I would have to release the franchise. 

“However, in the middle of June, I had offered to accept 50 cars per 
month, provided they would give me a stock of 50 cars or a 30-day 
supply and, as I sold these cars they would renew the stock to increase 
my business this amount. 

“T was having to buy a lot across the street and put on a Quonset hut 
at the cost of $28,000.” Even though the Buick and Pontiac dealers 
had a large number of cars for customer selection, his request for 50 
was turned down on G. R. Jones policy, he being the general sales 
manager of the Oldsmobile division. 
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At no time was more than a 10-day supply of cars allotted, ‘‘and all 
cars had to be sold every 10 days. They refused to ship 34 bona fide 
orders that they had received in February; also 15 orders, bona fide, in 
July and August, and had refused to ship 11 cars, bona fide, in October 
of 1954. 

“At no time has there ever been a model change that I have not had 
orders through the proper channels, bona fide, that have not been filled 
during the past 5 vears.”’ 

In July 1955, he received a letter “in effect stating that they would 
not under any circumstances renew my contract. That is how the 
situation stands. They do not have a dealer.” 

He still has the place of business, and will not be able to liquidate for 
some months. 

Now, on October 24 he received a telegram from the zone manager 
informing him the new 1956 models were coming out and he should be 
prepared to handle them. Then he started receiving other parapher- 
nalia for the 1956 models, so he thought they had changed their minds 
and were not going to put in another dealer. On Oct. 28 he sent a wire 
to Atlanta asking for immediate shipment of new models. It has never 
been answered. 

Finally, nothing further being heard from the Oldsmobile people, he 
called Atlanta and was told by the car distributor there that it was all a 
a mistake, that his name had not been removed. 

Mr. Hamrick’s lawver advised that this action constituted a renewal 
of contract, and so notified the Oldsmobile company. 

He has already paid for part of the stuff sent him by mistake, and 
will pay for the rest of it when he makes payment on his parts account. 

The date of the letter telling him he was terminated was July 15; 
the wire telling him the new models were coming out was October 24. 
He told the subcommittee his letter of termination was substantially 
the same as others read during the hearings. 

Around the first of October, knowing they had not found another 
dealer, he called the zone manager and told him he would sign a con- 
tract for 3.7 for a year, ‘“‘and give you a letter that vou can have two 
dealers, or I will sign it on a month-to-month basis.’”’ This offer was 
refused. He also asked Poli to keep the representative from telling 
used car dealers he was going out of business. 

Read a letter from Oldsmobile office in Atlanta regarding the proposed 
termination of relations. He had offered at one point to resign his 
franchise, with the understanding the company would comply with 
certain requests. 

Placed in the record a letter from G. R. Jones telling him his franchise 
would not be renewéd 

He did not ask for a hearing by the dealer relations board because 
what he wanted had already been turned down by “‘the man at the top.”’ 
The market was not up to the percentage they wanted him to assume, 
so he did not put up a fight for the franchise—‘‘I just wanted to quit 
them in good standing.’”’ He had offered them the franchise in June, 
“but they got me so confused now I don’t know what I want.” 

He took $21,000 out of his working capital to use in buying a farm, 
which brought a protest from GM because he had not first asked per- 
mission to do it. 

One individual bought Olds from the factory at a lower price than 
Mr. Hamrick, a dealer, would have had to pay for it. 

As a matter of fact, the car would have cost Hamrick over $400 more 
than it cost the individual. About the same time it was found that 
other dealers in the same territory were paying about $100 less for cars 
than he, so he called Mr. Jones in Lansing, Mich., and asked why. 
He was told the others were getting a volume bonus that he was in- 
eligible for. 

Inserted documents pertaining to these matters. 

He had been pressured to buy parts or accessories or advertising 
literature—he called it a “top-drawer must’’—you must sign up for 
whatever it was they wanted to sell when your contract came up for 
renewal. ‘They would never let you sign a contract until you did buy.” 
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Some of the parts or materials were needed, but some were unneeded 
and unwanted. 

He estimated the annual cost of these unwanted items at about $1,500 
to $2,000. In 1953, he had to buy a $480 rug. He said, ‘‘I looked at it 
every way in the world, and I brought my wife down there to look at it 
in every wav in the world, and they had rockets in it, and there was no 
way in the world that I could pur it in the livingroom.” 

He had also been askec to contribute or give gifts to GM employees 
that he either felt he could not or should not do. On one occasion, when 
he did send gifts to the employees of the Oldsmobile division in Atlanta, 
he was criticised for being cheap. 


Statement of Sumpter T. Priddy, Jr., Waverly, Va.; accompanied by 
Stephen S. Simmerman, counsel 


Statement of identification. He had formerly been in the automobile 
business with his father-in-law, J. Leo Wilcox, as a franchised Chevrolet- 
Buick dealer. 

His prepared statement was inserted in the record at this point. 

1. Entered the business in May 1949. ‘‘The statements and papers to 
follow are factual accounts of happenings from November 1954 until 
July 7, 1955.” 

2. After it became known his father-in-law was incurably ill he went 
to the Chevrolet zone manager in Richmond, Mr. P. C. Loehr, told him 
the circumstances, and “expressed to Mr. Loehr my interest in continuing 
the business as had been discussed by Mr. Wilcox and me before his 
illness, and by Mrs. Priddy and me, before I had made this visit. I was 
assured by Mr. Loehr that we would discuss this further later on.’’ 

After this visit the business operated as usual, with one visit from the 
zone office, 

3. He was told by the factory representative during this visit that he 
should register all cars he had in stock as well as those he received because 
“Chevrolet was on the spot and competition was doing the same thing.’”’ 
He was reluctant to do this because he had two questions: 

1) Would I have to pay the title fee? 
2) What effects this would have on sale of the unit to a customer 
and actual registration. 

‘‘| was told in answer to my first question, it woulc be to my advantage 
to be a leader in sales for my area and that I certainly should not mind 
the small cost. In answer to my second question, the answer was thus— 
that will have to be worked out later with or by the zone manager. 

“Realizing that I was to discuss the franchise with Mr. Loehr at an 
early date, I was hesitant to not go along with the desires of his office. 

‘We also discussed the Parts and Accessory Managers Club member- 
ship for our parts manager and the Business Manager’s Service Club 
membership for our accountant.” 

December 29, the day after Mr. Wilcox’s funeral, he was visited by 
the assistant zone manager who explained ‘‘that with Mr. Wilcox’s 
passing, the ‘Power of attorney’ to draw a sight draft on GMAC for 
payment of new cars expired.’’ An agreement was reached so that he 
could pay by check. 

4. An appointment was made to talk to Mr. Loehr about a contract 
on January 3, 1955. He asked Mrs. Priddy if she were not the major 
heir and she replied she was. She knew Chevrolet did “not allow lady 
dealers’’ and gave him a letter from Mrs. Wilcox stating it has been Mr. 
Wilcox’s desire for Priddy to carry on the business. This letter, along 
with other letters of recommendation, was kept by Loehr. 

5. Loehr told him, “In order to be a dealer it is necessary for you to 
have at least 25 percent of the stock with the agreement to buy out any 
other stockholder within a 5-year period.” This would take about 
$80,000, not including the building. ‘‘Mr. Loehr further stated that it 
made no difference where I secured the money, providing he didn’t 
know where it came from, if from a source other than my own.” 

Priddy told him, during the conversation, what an ideal location he 
thought the dealership had. Loehr, however, criticized the facilities 
although he had not been there in several years, and told him, ‘“‘We are 
thinking of asking the new dealer in Waverly to remodel and to build a 
new building out on U.S. 460. In fact, there are dealerships in Virginia 
tha we plan to cancel unless they do build.” 
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6. Asked Priddy the reason for their not having sold “‘at least 40 more 
cars last year than you sold.”’ Also said the “parts department should 
be doing about 25 percent more business than it is doing and the labor 
business should be 334% percent more than the records show.” 

Priddy replied that their accounts receivable had ‘‘just about tripled 
over the past 3 years.’’ Further, the area is primarily a farming region 
with no heavy industry to bring in extra money and a drought and 
declining farm prices had seriously affected the economy. He was also 
questioned about the personnel efficiency. 

7. Loehr then gave him an application to fill out and asked for a mem- 
orandum explaining how he would run the firm and how he would increase 
business. Loehr said as soon as the application and narrative were 
received he would be considered with other applicants. There were 
several people interested in obtaining the franchise in Waverly. 

As Mr. and Mrs. Priddy were leaving, he was again told it would take 
$80,000, in addition to the building, to handle the business. 

8. He consulted with other people and was advised the investment of 
$80,000 in addition to the building was too much for his potential in the 
area of influence. Some dealers he consulted ‘‘advised against such an 
investment for such a small potential and the current pressure being 
placed on the dealers at that time to sell in volume regardless of profit.” 

9. He realized his parts and service business could not be increased 
significantly immediately. He estimated about $60,000 as a fair invest- 
ment for a business of his size. 

10. On January 8, 1955, he wrote Mr. Loehr telling him his feelings. 
“The plans, as outlined to me by him, were 1n excess of what a selling 
agreement with 100 car planning potential warranted as far as I was 
concerned.”’ But he also said these plans would be kept in mind as an 
objective for later vears. 

On January 11, a letter was received from Loebr asking Priddy to 
fulfill the request Loehr had made on January 3, but with no reference 
to the letter of January 8. 

11. After further consideration of the various factors involved, Priddy 
wrote Loehr a letter on January 25 telling him they were going to sell 
and offering to help in any way he could. About 30 minutes after mail- 
ing the letter, the Chevrolet district representative and the parts and 
accessory manager came in and were told of bis decision. After checking 
accounts and finding no discrepancy they left. 

On January 27, a letter was received from Loehr acknowledging the 
letter of January 25. January 31, Priddy called to determine the 
‘ ‘status of the dealership.’ ’’ He also told him ‘‘how badly I felt over 
the fact that only one man from Chevrolet had been to my office prior 
to my letter of January 25” and over the fact no one from the manage- 
ment had offered assistance. After about 5 minutes of conversation he 
realized nothing was being accomplished, so thanked Loehr for his time, 
and said he ‘‘would do all possible to cooperate with the new dealer.” 

12. Interested parties came to have a look at the dealership but for 
various reason decided against purchase. Priddy considered writing to 
dealer relations board but decided against it because he would still have 
to deal with Loehr. 

13. One interested party told Priddy he could get the franchise if 
he could invest $50,000 in the business. 

About the Ist of March discussed with Chevrolet representatives ‘‘the 
purchase of the physical properties and parts in accordance with the 
Chevrolet selling agreement.” 

14. Chevrolet officials failed to follow up on negotiations with two 
prospective purchasers referred to them by Priddy. 

15. Negotiations for sale of fixtures and equipment to three men 
interested in the business fell through. This was followed by a visit 
from a Chevrolet representative who told them “that since the negotia- 
tions were not successful, Mr. Loehr now wanted us to return the parts, 
signs, and equipment as per the contract agreement.” 

16. He then called Mr. Grove at the Chevrolet zone office telling 
Grove he wanted to sell but felt the three prospective purchasers were 
taking advantage of the situation. Priddy asked him for help in com- 
pleting the sale. Grove told him he should try to meet with the men 
again and then he would “tell them they were not doing us right on 
the prices they were willing to pay.” 
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In about 10 days the men came in for a meeting but refused to raise 
their offer. ‘Realizing the extra cost involved in packing and crating 
of the material, plus the added cost of selling the equipment, Mrs. 
Wilcox and Mrs. Priddy agreed with me that we had no alternative.’ 
In the transaction “the estate lost approximately $14,000, plus nothing 
for the goodwill and contacts built up by Mr. Wilcox and his father 
for the past 42 years.” 

17. Summary of Mr. Priddy’s statement. Summary followed by 
Priddy-Loehr correspondence. 

Resumption of oral testimony, summarizing prepared statement. 

Was never given consideration by GM “as to maintaining the dealer- 
ship on any ground that we wanted to maintain it. He demanded of 
us that we should invest $80,000, completely build a new building, and 
remodel the building which we then had.”’ 

One of the men from the zone office said the equipment was not worth 
the figure set by the appraisers, ‘‘more or less putting the price into 
the man’s mouth, as to what he should pay for it, if and when he was 
agreeable.” 

One of the men who succeeded him as a dealer had never been in the 
business before; lived in Richmond; and had operated farms for Chevrolet 
dealers. Was operating a farm at the time he bought the business. 

Although it is the announced policy of GM to attempt to get fran- 
chises for “‘young qualified executives within dealerships,’ his treatment 
refutes this policy. 

Mr. Priddy is acting vice president of the United States Junior 
Chamber of Commerce. 

He was asked by Joseph Fine, his Chevrolet representative, to buy 
cars he neither wanted or needed. He told Priddy: “It might not be 
a bad idea if some of these cars find their way to the used-car lot. After 
all, you are expected to take these cars under the conditions in the 
contract that were set up, and the cars were sent to you.” This, of 
course, encourages bootlegging. 

le did rot follow this suggestion at the time, but with the franchise 
gone ‘“‘I sold them like wildfire, to get the extra money rather than having 
to send them back.” 

The new dealers started business with $50,000 whereas $80,000 had 
been reauested of Priddy. On another oceasion Loehr had told Mrs. 
Priddy the new dealer would have to have $60,000. They are still 
operating out of the same building Wilcox had used. 

A factory representative had told him if he did not take another truck 
he would not get new cars. He did, however, finally get the new cars. 


Statement of Don. B. Robbins, Robbins Motor Co., Fort Smith, Ark.; 
accompanied by Stephen S. Stmmerman, counsel 

Statement of identification. The business was started by his father 
who obtained the Buick agency in 1988. 

After working in various jobs, doing a tour with the Marine Corps, 
and participating in GM’s first course in dealership -nanagement in the 
fall of 1947, he became a partner in the firm. In 1952 was recalled to 
active duty. During his absence, a general manager was retained who 
had been recommended by the zone manager. 

“In the spring of 1954, we were advised that our selling agreement 
which was due to expire on October 31 of that year would not be 
renewed; this was confirmed by the general manager of the Buick 
division in June of 1954.” 

Talked to Mr. Belfie, general manager, pointing out the progress that 
had been made since his return in October 1953. Discussed fully the 
problems involved; a new selling agreement effective November 1 
1954, was given Robbins. 

Was threatened with the same action this year and appealed to the 
dealer relations board. ‘This availed us nothing and our relationship 
with the Buick Motor division, therefore, terminated on October 31 
1955.” 

As Admiral Bell said, ‘‘dealers need, among other things, (a) less 
restriction upon the management of their own enterprise and (b) quota 
requirements and shipment of cars based upon mutual agreement.” 
He felt Buick had deprived him of essential control of his own business. 
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The factory shipped to him cars ‘fin a ratio satisfactory to their profit 
requirement’ instead of filling his orders for cars he needed and wanted. 

This resulted in an inventory based partially on my requirements but 
equally on the manufacturer’s dictates.’’ As a consequence, he was left 
with an oversupply of models he was under pressure to sell. 

There are “two ways to remove this kind of an inventory condition. 
They are bootlegging and blitzing.’’ ‘‘Blitzing’ is described as “the 
‘make your own deal’ approach.’’ Exhibited sample ad sent to him 
by the company 

Another aspect of blitzing is the “sales pitch’? made with financing 
terms—‘‘nothing down, 36 months to pay.”’ 

Because of the inventory of unsalable cars on hand, his order for cars, 
models he preferred was denied. 

Letter from Buick refusing part of an order inserted at this point. 

Mr. Robbins and his father estimate they lost about 75 new-car sales 
while in operation in 1955, which would have meant “the difference 
between a successful operation and mere existence. The 75 people to 
whom we demonstrated Buicks had no difficulty in securing the car that 
our sales efforts led them to want. from the nearby used-car lots or from 
the ‘stimulator dealers’ in the vicinity. In bootleg channels or from the 
dealers that the factory people were then favoring. Bootlegging is a 
major factor in the area in which I do business * * *,’’ 

‘‘My franchise states that ‘a retail customer has the right to purchase 
new Buick motor vehicles without being required to purchase any 
additional equipment or accessories.’’’ As demonstrated, “the manu- 
facturer does not actually recognize any such right on my part.” 

Che cost of bringing a load of 4 ears from Flint to Fort Smith is about 
$600. In the spring of 1954 he had an offer from a local licensed and 
insured carrier to haul the same truckload for $380. “I went to Flint 
and, as a part of our discussion in connection with a termination threat- 
ened, asked for permission to realize the savings of $220 which would 
have placed me in a better position to compete with bootlegged new 
automobiles My request was summarily denied and I was advised 
that I had no problems which the ‘supermarket approach’ to selling 
cars would not overcome. Since most of the cars sent me actually come 
from the assembly point in Kansas City rather than in Flint, Mich., I 
strongly suspect that the real basis for their refusal was profits derived 
from phantom freight * * *.” 

His franchise permits the manufacturer to determine the manner in 
which the cars are shipped. 

There have been occasions when GM zone or district officials have 
pressured him to take parts, accessories, or supplies. Cited some 
examples. 

A district manager named Quinnett sent him a wire telling him 100- 
percent participation in orders for spring announcement kits was 
requested. 

The manager later asked for the wire, and said “‘he received a pretty 
severe reprimand, and he was advised that General Motors is not per- 
mitted to put things like that in black and white.’”’ Robbins, however, 
bought the kit 

Robbins had to take billboards for outdoor advertising after having 
contracted with a local sign merchant for these services, 

Most of these occurrences could not be proved as very little is put in 
writing. However, the books he kept would show the disbursements. 

Told the committee of some of the things he had had to take and 
amounts of money spent. 

He does not know that either of the transport firms he has to use are 
affiliated with GM in any way, but he feels ‘‘there must be some explana- 
tion for it.” 

Pointed out that the ‘principal criticism that I have been subjected to 
in all of these letters, conversations with the general sales manager, and 
at the board hearing, was the failure to secure market penetration.”’ 
This in spite of his explanation of the problems involved in his particular 
area. In addition to the bootleggers he said ‘‘there have been 8 stimu- 
lator dealers that would be enclosed in a circle within a radius of 100 
miles drawn around Fort Smith and 7 out of these 8 dealers have gone 
out of business.” 
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This was pointed out to Mr. Curtice at the board hearing, but he 
replied that “There is no dealer mortality rate, that his 
dealers are making a 30-percent return on their investment.”’ 

Told the committee the ‘false registration picture that Mr. Priddy 
introduced in his testimony has been fairly general.” 

Had been told he reduced his gross profit he would sell more ears. 

Senator O’ Mahoney announced he had received a telegram from Sen- 
ator McClellan of Arkansas, telling him ‘‘that in his opinion the com- 
mittee could place complete reliance upon your [Robbins’] integrity and 
the truthfulness of your testimony.”’ 


aggressive 


Statement of M. L. Ward, Albany Motor Co., Albany, Ga. 

Statement of identification. (He is no longer a dealer.) 

His experiences are very similar to the others who have testified. 
“The thing is, I was canceled out because I was not getting as many 
new-car sales and registrations as they thought I should have. I was 
canceled in my town, my contract was not renewed because I was not 
outregistering my Ford dealer, and was making too much money for 
myself and not enough for the Chevrolet Motor division. That was the 
thing they told me.” 

He, too, was asked to sell more cars than he thought could be profitably 
sold. And was required to buy advertising material which, in his own 
judgment, was unneeded and unwanted. He had not been required to 
buy unwanted parts, but Chevrolet had opened up a new warehouse in 
Albany and was selling parts at a lower cost than they were sold to him. 

He, too, had been required to register cars falsely. 


Statement of Edgar H. Zimmer, 4405 Donovan Ave., St. Louis, Mo. 

Statement of identification. 

He had been a Buick dealer in East St. Louis. Unlike the others, 
he was not terminated—he quit. The factory was demanding too 
much volume with too little profit and was insisting on false registration 
of cars, so he sold out before his property was worthless. 

He fought this trend for about a year, but when he expressed to GM 
officials his dissatisfaction with earnings in proportion to capital invest- 
ment, he was asked to retire and did. 

GM tried to tell him who he could sell to and at what price, but the 
proposed arrangements were unsatisfactory. He finally found a buyer 
who would meet his price and, after much persuasion on his part, 
persuaded GM to accept the contract and accept the purchaser as a 
franchised dealer. 


Statement of Elden E. Conrad, Springfield, Ohio 


Statement of identification. He had been a Pontiac dealer there for 
16 years; a Pontiac dealer for over 22 years; and an automobile dealer 
for 32 years. He started with Pontiac on November 13, 1933; Septem- 
ber 6, 1939, at Pontiac’s request, he moved to Springfield and took on 
a larger dealership. He put up a new building for them, ‘at their 
request,” in 1947. This building burned in 1948; he rebuilt it and 
occupied the premises until November 9. 

“On June 21, 1955, the zone manager visited me for the first time 
he had been zone manager less than a year and the first time in 3 years 
the zone manager visited me—at my place of business, and after a 
conversation he suggested I sell out, and he gave me 10 days to make a 
decision; said if I did not decide by the Ist of July that they would 
put the heat on me. I did not decide to sell out, and they put the heat 
on me,” 

Conrad was told by phone on July 26 his franchise would not be 
renewed, that it had been discussed ‘“‘with the central office,’ and that 
he would receive the notice by registered mail. He appealed to Mr. 
Crawford, the general sales manager, who upheld the zone manager; 
then appealed to the appeals board. 

Crawford persuaded him to hold the franchise on a short-term basis 
until a new dealer could be found. An option agreement was entered 
into on October 12 to sell to Ernest Pontiac, Inc., a GM holding com- 
pany deal, ‘‘Mr. Ernest having $25,000, a friend owning $10,000, and 
General Motors put up $85,000.”” They took over November 9. Ernest 
had been sales manager for a Mercury dealer in Cincinnati—had never 
been a dealer before. 
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The reason they gave Mr. Conrad for his disenfranchisement was 
that he had made too much money—‘‘over $600,000, with their figures 
and charts, over a period of years, from 1941.” They did not take 
into consideration anything else, like taxes or the fact that he is 54 
vears old. They liked young, lean men who could run faster.””’ He 
was not offered participation in the GM pension plan. 

The appeals board continued his case ‘‘until a sell-out agreement was 
made and consummated, and then asked me to withdraw my appeal.” 

Mr. Zimmer told the subcommittee that when the district manager 
for Buick came to his house with a check for $5,800 and asked him for 
a receipt acknowledging this as payment in full, along with a statement 
that he would not sue them for any reason, he refused to sign. 

He finally signed in April 1955 when they brought the additional 
$3,700 they owed him, but he received no receipt or copy for his own files. 

Mr. Conrad said that, like so many others, he had not been able to 
get the types of cars he wanted. Also, he was prevented from selling 
his business to another buyer from whom he would have received a better 
price and more favorable terms on the lease. 


Statement of W. E. Bunting, Bunting Pontiac Co., Selbyville, Del. 


Statement of identification. Had been in the automobile business 
since 1922; signed first contract with Pontiae in 1926. In 1988 his 
contract was terminated because he was not selling enough ears, so in 


1940 took Studebaker and Packard. In 1941 Pontiac asked him to 
take over his franchise again, which he eventnally did. 

“So we made out fine. Everything was all right until July of this 
vear, when we got a letter saving that our contract would not be renewed 
when it expired the 3lst of October. 

‘T think the rest of our grievances and everything have been about 
similar to the others I have heard today. Some of them sounded so much 
like my own case, I thought it was my case.” 

Had wanted to erect one large billboard and take the cost out of the 
cooperative fund, but the company would not agree. He had contracted 
for others he did not really want at the insistence of the Pontiae people. 

Inserted at this point is L. C. Anderson’s ‘‘Arithmetic of Disaster.’’ 


Fripay, DECEMBER 2, 1955 


Introductory statement by Joseph W. Burns, chief counsel, outlining 
the order of procedure of the witnesses from General Motors Corp. 


Statement of M. H. Yager, president, Yager Pontiac, Inc., Albany, N. Y. 

Senator O’ Mahoney read a letter received from Mr. Yager, presently 
a Pontiac dealer, prior to Mr. Yager’s appearance as a witness. This 
letter was quite critical of General Motors operations. 

The Senator had been surprised by the tone of the letter because of 
Mr. Yager’s position as a dealer, and he ‘‘had been led to believe that 
no present dealer would venture to appear before this committee and 
testify voluntarily, because of fear of reprisals.”’ 

Senator O’ Mahoney voiced the belief that ‘‘GM would not undertake 
to punish by reprisals any dealer who wished to take advantage of the 
American right of free speech, and to discuss before a committee of the 
United States Senate the problems affecting the economy of our coun- 
try.”’ He felt so strongly that Yager should testify that he had him 
subpenaed. 

Mr. Hogan, vice president and general counsel of General Motors, told 
the Senator that out of the 8 dealers who had testified in the case brought 
by the Government against General Motors Acceptance Corp. only 1 had 
had his franchise canceled. 

Mr. Hogan further stated that if a dealer’s performance is good, ‘“‘his 
testimony here makes no difference. If his performance is bad, his testi- 
mony here makes no difference in the decision of General Motors.”’ 

Senator O’Mahoney stated: “I have no interest in promoting any 
prosecution of any individual or any corporation for any violations of 
the antitrust law, but I profoundly believe that if the United States of 
America is to win the economic war which is being waged against it by 
Soviet Russia, it is incumbent upon leaders of industry, of government, 
of local business, to come to an understanding with respect to the rules 
of responsibility by which our economy shall be conducted.” 
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Mr. Yager paid personal tribute to Mr. Alfred P. Sloan, chairman of 
the board of directors, General Motors Corp 

Statement of identification. Has been Pontiac dealer in Albany since 
February 1941. Prior to that time he was employed by General Motors, 
from 1925. He had held many offices in many places, among them the 
office of manager of the Pontiac Retail Store on Broadway, New York 
City, ‘owned and operated directly by General Motors and, at that time 
(1930-32), their largest outlet in the world.” 

He left Pontiae voluntarily to go into business for himself, and has 
made a financial success of the business. He is ‘“‘the duly elected 
Pontiac chairman of the New York State Industry Relations Com- 
mittee,’’ which is integrated with both the State dealers association and 
NADA; president of the Upstate New York Pontiac Dealers Associa- 
tion; and director of the Albany Automobile Dealers Association. 

He is not present for any “‘political reasons, neither to bolster one side 
or to attempt to embarrass the other, but rather on a deadly serious 
business, the commission of which I have been both advised and warned 
may mean business suicide. More importantly, I may be hazarding 
the fate of some 200 others consisting of my employees and their 
dependents.” 

Instead of stating his personal case, he thinks it better “to devote the 
time allotted to me here upon the broader aspects of the subject at hand.’ 
His remarks will be primarily concerned with the factory-dealer rela- 
tionship. 

“The automobile dealer ‘fraternity’ is made up of some 40,000 business- 
men in every city, town, and hamlet in the country, employing hundreds 
of thousands of people. While there are no exact statistics available, it 
is safe to say their collective financial investments total as great, if not 
a greater, figure than that of the manufacturers.” 

Because of the vast numbers of automobiles owned by people in the 
United States, and because of the vast numbers of people who deriv« 
their livelihood from the automotive industry, either directly or in- 
directly, the problems of the industry are of consequence to the general 
public. 

“Since cars are generally sold one at a time to one United States citi- 
zen, how they are sold, how they are serviced, how they are financed and 
who sells them and who services them, is just as important and far more 
personal than who makes them. 

“My testimony here is my own, but in a broader sense, I not only 
represent myself, but the vast majority of the franchised dealers in the 
United States. For while I do not appear in any official capacity, I can 
assure you my expressions here will reflect the thinking of countless 
throngs of dealers across the land, many of whom would like to say these 
things and are not saying them only because of intimidation and fear.” 

Read into the record “excerpts from a set of resolutions adopted by 
the industry relations’ members of the Pontiac dealer organization repre- 
senting the 48 States of the Union,” and a letter transmitting the resolu- 
tions to R. W. Critchfield, general manager, Pontiac motor division. 

The resolution recommended the following: (1) the formation of an 
elected council of dealers; (2) that Pontiac lead in reestablishment and 
reaffirmation of the belief in a true quality dealer program; and (3) that 
Pontiac work to eliminate the ‘‘carnival type of dealer’’ from the market 

“To the best of my knowledge we, to date, have not had so much as an 
acknowledgment on these resolutions. As a matter of fact, we hardly 
expected that they would be either acknowledged or acted upon, for 
Pontiac, and I understand, General Motors, follow a policy of not recog- 
nizing any group of dealers, association of dealers, or any representative 
of a multiple-dealer situation in any way whatsoever.” 

A truly elected Pontiac council has long been a goal of the group, “‘but 
we have always run up against a blank wall.” 

The quality dealer program “has been a cornerstone on which General 
Motors was built, but which, due to recent reversal of policy, is appar- 
ently outmoded and in its place has been substituted a desire for the 
razzle-dazzle carnival huckster type of merchandising methods that are 
not only condoned, but enccuraged, by General Motors.” 
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Having participated in the building of GM, he cannot understand why 
it now follows a policy of discarding solid dealerships with experienced 
management behind them. ‘‘This attitude has estranged and alienated 
innumerable other dealers to the point where many of them have volun- 
tarily thrown in the sponge, and countless others are considering doing 


SO 


In his opinion, “By far the most dangerous sand that current auto- 
mobile volume has been building on is the outright misuse of credit.” 
Time sales financing of automobiles increased by $3.288 billion from the 


end of February to the end of September—‘‘not because of ‘expanding 
economy, increase in personal incomes, population gains, trend to sub- 
urbs, etc., etc.’—but solely because of further stretch of credit balloon. 


‘In August of 1954 * * * new installment debt contracted, exceeded 
repayments by $52 million. In August of this year, by nearly $700 
millions (nd that nearly all auto.’ ”’ 

Many people have bought ears who really could not afford them. 
Frequently this results in the purchaser’s equity being wiped out through 
repossession. ‘‘It would take only a little downward jiggle in the 
economy to cause a landslide of such cases.” 

‘A stable used-car market is absolutely essential to a sound new-car 
market, for as used cars are depressed in price, it automatically enlarges 
the spread between an owner’s present car and a new one, thus taking 
potential new-car customers out of the market. The dealer has 
just about reached an absolute maximum in absorbing that spread.” 
Easy credit terms are not usually available on used cars, so many car 
buyers get new ones because they are as cheap or cheaper by the month. 
The used-car market is, therefore, “heading for a glut.” 

They have always used GMAC as their main finance company, dealing 
with GMAC on a recourse basis. ‘“‘This means that when we cash 
a contract with them, we sign it guaranteeing payment, and if there 
is a repossession, we will accept the car back and pay out the balance 
to them. The quality of this paper is becoming progressively diluted 
due to the longer terms, shorter downpayments, and in some cases, 
acceptance of questionable moral risks by reason of factory pressure 
to keep volume up. We would not have some of it if it wasn’t for factory 
pressures.” It is becoming so risky they cannot estimate the profit made 
until the cars are actually paid for. 

The dealer must pay for his cars when he gets them, either with cash 
or on the floor plan, so GM ‘“‘obtains its money with no further liability 
or possibility of loss. The dealer must dispose of cars as best he can, 
and fast, to make room for some more.”’ This plan is inequitable. 

If a dealer accepts an extremely low downpayment deal, he knows of 
only two ways it can be done. One is for the customer to go to a personal 
loan company for additional cash for a downpayment. ‘For this 
money an exorbitant interest charge is generally made and saddles the 
customer with two payments, rather than one, making him a poorer 
credit risk on the car payment itself.”’ 

The other method is for the dealer to use his credit with his finance 
company on a recourse basis and take a chance on the customer’s paying. 
He knows of no finance company that buys such paper on a nonrecourse 
basis. ‘‘We have accepted some of this type of paper under extenuating 
circumstances to get volume, but we know it is bad business for us and 
for the customer, and we don’t like it. 

“The packing of finance charges is a particularly odious means of ex- 
tracting the last dollar from the customer. This practice is by no means 
a new one, but as pressures for volume increase, thus limiting the legiti- 
mate profit on the car itself, the practice becomes more and more com- 
mon and is being carried to new highs.’”’ These charges are concealed 


from the customer, thus “subterfuge, if not out-and-out robbery, is 
being committed.”’ 

In the past the good sense of seller and financing company balanced 
the ledger, preventing overextension of credit, but the increased demand 
for volume has resulted in the banking fraternity violating “their own 
judgment in the extension of credit’? in many instances. Many legisla- 
tive bodies are considering some regulation of credit and he cannot but 
agree some such action may be necessary. 
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In discussing sales practices he will use the term “price class,”’ 
he defined: 

‘‘Price class is the one paramount factor in GM of judging a dealer, a 
zone, a region or a division. This term refers to the market penetration 
in a given area, over a given period of time, by a car make, as compared 
percentagewise either against the industry as a whole or against a 
selected group of representative makes in a similar price bracket. It 
has been called ‘the yardstick of the industry,’ but as applied today it 
could more properly be called the ‘blackjack of the industry.’ 

“As related to a dealer it is so paramount in GM thinking that invari- 
ably a dealer with good or outstanding price class is very much in their 
favor, regardless of any other shortcoming or sharp practices. Con- 
versely, the dealer who does everything in the book right is in the dog- 
house if his price class isn’t up to at least average * * * In essence, it 
is this problem which removes from the control of the cealer as an inde- 
pendent businessman the exercising of his own business acumen in the 


conduct of his business.”’ 
(‘wk * * 


which 


a high percentage of cross-registrations are occurring due to 
bootlegging operations, fleet and lease arrangements, registering cars in 
one community and removing them to another for ultimate sale.” 

The opinions expressed by Mr. Yager are not only his own but result 
from his talks with other dealers as well. 

He has heard that a couple of years ago another manufacturer sug- 
gested that its dealers ‘‘pack their price with an inflated figure, thus 
placing them in a position to trade longer on the consumer’s used car 
and in that manner gain an advantage over competitors.” There is a 
rumor that the president of GM heard about it and, instead of decrying 
the practice, said, ‘‘ ‘I think I would fight fire with fire,’ and from that 
time on, a pack spread like wildfire throughout the retailing auto in- 
dustry.”” No ‘‘monitoring action of any kind’”’ was taken by GM. 
Yeager himself tried to resist it but was urged to adopt a pack. 

“At the moment I know that in my own community some GM makes 
of cars, as well as some others, have a pack of as much as $450, and I am 
told on good authority that in other areas of the country it is quite sub- 
stantially higher than that figure * * *” 

Further, the ‘phony price is taken into consideration when arriving 
at a downpayment on the purchase price of a new car and as the amount 
of pack increases a progressively additional amount is given away in 
overallowances on trades or in discount and the customer ends up with 
a disproportionately low, if any, actual or real equity in his car.’”’ Not 
only is this bad for the buyer, the dealer, and the finance company, but 
it also raises insurance costs. 

Packing and elimination of territory protection clauses combined are 
the main causes of bootlegging in the retail automobile business. 

There is no way of telling exactly how many cars are handled through 
bootleg channels, but it is estimated “that it is no less than 10 and 
possibly as high as 15 percent of new cars produced. In fact, bootlegging 
is becoming so popular that the National Used Car Dealers Association 
had recently changed its name to the National Independent Automobile 
Dealers Association, with officers and a national organization.’”? Through 
their publication they have made statements ‘‘to the effect that they 
feel confident that neither the inclination of the manufacturers nor the 
law of the land can prevent them from making much deeper inroads into 
the new car business.” 

The bootlegger gets his cars from new car dealers, fleet operators, lease 
companies, cab companies, and from the public. 

The ‘‘10-day report”? which requires a dealer to report sales and stock 
on hand each 10 days, was originally set up ‘“‘as a source of information 
to guide the factory in setting up production schedules so that production 
would coincide with sales trends.’”’” Now, however, GM uses it ‘“‘to make 
sales trends coincide with production schedules. They are using it to 
judge the individual dealer’s rate of turnover and, if in their opinion the 
dealer isn’t turning cars fast enough, they cut all of his shipments off 
and divert to another dealer who is getting turnover, thus putting a 
penalty on not selling cars rapidly and a bonus on turning them fast, 
regardless of how they are turned.’’ Because of this procedure, many 
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dealers turn their cars over to bootleggers as fast as they get them. 
Sometimes they turn them over to bootleggers because they have prac- 
tically no other choice. 

It is so easy to start a drive-yourself or leasing company that many 
companies have been organized “with the intent and sole purpose of 
securing cars through this method and redistributing them through 
bootleg outlets.’”’ Although he has tried to get help from the manu- 
facturer in abating this practice, it has not been given him. The 
factories should ‘“‘be farsighted enough to realize that this bootlegging 
evil is creating a situation that is already destroying their existing 
dealers and unless checked will result in the dissipation of the means of 
livelihood to their hundreds of thousands of employees. 

“The rash of irresponsible and come-on advertising that has broken 
out in 1955 reached such alarming proportions that NADA and the 
Better Business Bureaus have teamed up in a national effort to clean 
up the mess.’ There is always a gimmick. One ad even went so far 
as to advertise a new car at less than $1,000, with a notation in small 
print that certain power equipment could be had at extra cost. The 
car advertised had no motor. ‘GM will deny responsibility for this 
type of dealer advertising, but they have condoned it and given it their 
tacit approval,’ although they may not have been directly responsible 
for it. 

This type of advertising is ““very much frowned upon by the rank and 
file of legitimate dealers.” 

Many dealers are being coerced into erecting new buildings or acquir- 
ing additional building so as to expand their facilities. But because 
they are adapted to use in the automobile business, a dealer who finds 
himself out of the business “generally finds himself saddled with a 
substantial real estate investment or lease that cannot be readily or 
advantageously liquidated.” 

There is evidence that GM’s policy is to appoint huckster-type 
operators when they can make replacements or appoint new dealers. 
Most of the GM dealers feel that the majority of these new men “are 
of a caliber that would not have been considered for a General Motors 
dealership under past management.”’ 

“General Motors will contend that they some years ago set up dealer 
councils within each automobile division of the corporation and estab- 
lished another at the summit with the chief executives of General Motors 
and representatives of each make from various parts of the country. 

“This contention is true, but it is a loaded deal. I have on repeated 
occasions served on the Pontiac council, although I have not been 
invited to do so in recent years. 

“These councils are made up of carefully screened dealers who are 
nominated by their zone manager and further screened by the central 
office before an invitation is issued.’’ So, invariably a zone manager 
will pick someone who is most friendly to the corporation. At these 
councils a rigid agenda is adhered to, so there is little chance for a 
“maverick”’ to speak out. 

“T am told by those who have served on councils at the summit that 
all that I say here about the division councils is true for them.’’ He 
reininded the committee that the resolution asking for truly elected 
dealer councils had never been acknowledged. 

The dealer relations board as originally set up was a very good thing. 
However, ‘‘In more recent time it has become a wailing wall for cancelled 
dealers and is obviously so considered by its component members for 
recent experiences show that they seldom, if every, reverse a previously 
made decision unless the appellant’s case reveals something substantial 
that might result in legal action or bad publicity for General Motors.” 
When coming before the board “the appellant is not allowed to bring an 
attorney or any other witness whose name does not appear on the so- 
called paragraph third of his selling agreement.”’ 

GM not only predicts that, volumewise, 1956 will be as good as 1955 
but publicity statements indicate they anticipate getting a larger share 
of the market. 
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Quoted Motor News Analysis of November 1955: ‘‘‘Forecast for 1956: 
GM presumably looks forward confidently to copping 62% percent of 
total market next year. That’s what you get when you add up projec- 
tions publicly made by Corp’s various divisional tops.’’’ The top 
production figure mentioned for 1956, by the greatest optimist, is 8 million 
units. 

‘To retail 1956 output as projected by auto tops, you will have to 
look beyond UC buyers. You will have to be prepared to trade in, at 
one end of age scale, such things as arthritic appliances, wheel chairs; 
at other end, bicycles, perhaps even velocipedes. Or Davy Crockett 
hats.’ ”’ 

However, the Crowell-Collier survey of auto market potential, which 
has @ reputation for accuracy, contradicts the superoptimists of the 
automobile industry by predicting 5,480,000 automobile registrations 
for 1956. 

The unilateral aspect of the sales agreement has been thoroughly 
discussed before. Mr. Yeager said: 

‘“‘My only comment is that this condition has long been recognized 
by dealers but under more benign management, with its recognition of 
a mutuality of interest, the dealers were much less concerned because of 
their justified confidence and trust. Developments have so seriously 
shaken that confidence and trust that attention has been more intensely 
focused on it, and a realization that a more substantial instrument is 
imperative to give greater security on investment and on which to build 
our futures has alarmed the industry.” 

In summarizing, he said that because of the limited time he had to 
omit many ‘‘pertinent and important facets of this subject.’’ But he 
tried to put forth ‘‘the major problems that confront the dealer fraternity 
and how those problems are corelated to the public interest.” He is 
hopeful the problems of GM and the dealers can be solved without 
Government intervention—by their getting together and working 
together. 

Regarding the “battle of the titans,”’ the struggle between General 
Motors and Ford, he pointed out it had gone on before. ‘‘That it is not 
only a matter of policy, but an interpretation of policy, and subsequent 
execution of that interpretation which I have contended in here, without 
meaning to be venomous in any way, is less benign in recent years than 
it was in previous years when the same competitive situation existed.” 

It is recognized that the economy is expanding, the population is 
growing and the market is increasing, and that the dealers should expand 
with it “in justifiable degree.”” But many dealers feel they “have been 
exploited to the extent of being the subsidizing agent for overproduc- 
tion.” 

He is “not of the persuasion” that 1955 was a normal market because 
of the previously mentioned economic factors, but is rather a ‘‘forced 
volume market.” Although some dealers have contributed to the prob- 
lem, he believes most of them have stuck to the ethics of salesmanship. 

The cooperative advertising is handled by the dealer’s paying into the 
cooperative advertising fund of his division; mats are prepared and sent 
directly to the newspaper; a print of what is on the mat is then sent to 
the dealer. The ad as such is placed by an advertising agency, which 
has received it from the advertising department of the division. 

He has not asked for Government action in this matter. It should 
be cleared up by interested parties if at all possible. 

However, he believes the hearings held by the subcommittee to be the 
best forum that has been offered so far in which to air their problems. 
If the GM people are not acquainted with the conditions that exist, he 
feels it his duty and his privilege to tell them the truth as he sees it. 
Yager said: 

“T am loyal to General Motors—I have expressed myself already in 
that regard—but I in no way feel like a Judas by sitting here today and 
saying what I am saying.’’ 

As a result of talks with men within the corporation itself, he believes 
many of them resent having to do some of the things they are ordered 
to do. 
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Senator Langer said the opinions and thoughts expressed by Mr. Yager 
accurately reflect the thinking of dealers he had heard from in North 
and South Dakota and Montana. 

\lthough there are no exact statistics available, he believes the total 
investment of the approximately 13,000 GM dealers would “approxi- 
mate, if not exceed, the investment of General Motors Corp.” 

He is also one ‘‘very, very minor stockholder” of about 540,000 stock- 
holders in GM. 

Mr. Curtice, president of GM, agreed that about $75 million were 
distributed in 1954 as bonuses to executives and employees. Senator 
O’ Mahoney said that the total assets of GM, about $4 billion, exceed 
“the total assessed valuation of almost all of the States in the Union 
with the exception of New York State and probably Pennsylvania, 
Ohio, Illinois * * *.”’ It is a very powerful national business. Because 
of its operations in other countries, it is also a power in international 
commerce 

The Senator said Congress had always been reluctant to do anything 
which could be interpreted as interfering with the development of com- 
merce and trade. “Indeed, it has in times past passed laws like the 
Webb-Pomerene bill, the purpose of which was to exempt American 
corporations from the provisions of the antitrust law so far as their 
operations abroad were concerned.” But he and other members of the 
subcommittee are concerned about the complaints that are coming in 
from so many dealers. 

Senator O’ Mahoney briefly summarized the testimony of dealer wit- 
nesses 

When a situation exists such as that described by witnesses, it may 
be time for the Government to act as adjudicator, because Congress has 
the constitutional power to regulate commerce among the States. Con- 
gress has the right to pass legislation similar to that adopted by some 
19 or 20 States, which provides that contracts may not be terminated 
without cause. It would, however, be preferable for the industry to solve 
its own problems. 


Statement of J. B. Silaz, Jr., Conway, Ark. 

He, too, appears in response to a subpena. 

Statement of identification. He has held an Oldsmobile franchise 
since 1949. He has a capital investment of approximately $56,000. 

He has never received as many cars from the factory as he could sell, 
but he has doubled the number received by getting cars from dealers 
who were ‘‘flooded by General Motors.” 

In 1949 and 1950 he had to accept deliveries of over 50 percent of his 
new cars at points sometimes exceeding 170 miles from his home. 
“This fact increased my cost per unit from the farthest point to approxi- 
mately $60 per unit, while from the 35-mile distance it increased to 
approximately $25. I was forced to purchase insurance or assume 
liability for damage to these cars in addition to the fact that I had to 
pay storage charges.”’ 

He has been compelled to buy tools that were unnecessary, “‘and, in 
fact, in most instances the mechanics never used the tools purchased.” 
Silaz was told by the zone manager he should purchase a Sun testing 
machine at a cost of about $750 and, at the same time, the zone manager 
“recommended a mechanic to operate the machine. At the zone 
manager’s suggestion I sent the mechanic to Sun testing school at con- 
siderable expense, and as soon as he returned from school I found out to 
my astonishment that he had recommended a man who could neither 
read nor write.” 

Has been compelled to purchase quantities of parts for cars of 1946-49 
vintage that are still on his shelves. About 2 years ago GM instituted 
its “‘genuine parts program’”’ and set up a dealer in Conway. ‘This 
parts dealer carried the same type of parts that were furnished me, and 
{ could purchase from him at 2 percent less than the same purchases 
could be made from General Motors. Furthermore, all purchases from 
General Motors required a minimum of $50, to save the freight.” 
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Has been compelled to buy many gadge ‘ts, among them a plastic hood 
for a “98’’ Oldsmobile which cost $130 ‘This plastic hood also came 
with a lighting system, for an extra $15, of course, which I was forced 
to purchase for the purpose of night demonstrations, notwithstanding 
the fact that we were never open evenings, with only 2 cars per month 
He gave this hood to a friend, another dealer, for use as a window in a 
houseboat. 

Has had to “subscribe to a monthly Dealers Guild publication at an 
annual cost of $22, a renewal poster at $10, a Rocket magazine, cost 
unknown as vet, and other advertising media, which, in mv opinion, 
should be deducted from the $30 per car conetbiuthaat required from each 
dealer at the time of purchase. 

Was given an award of merit for 1953 “in recognition of outstanding 
sales leadership in attaining 100 percent or more, both new and used 
car objectives” in the sales campaign of that year. The award was made 
“notwithstanding the fact that I received only 25 cars for the vear.’ 

Then comes contract-signing time in Memphis. ‘‘This year the dis- 
trict manager eased the pain by preparing for our signatures on July 25 
our transmission parts orders, and August 10 our interchangeable parts 
order * * *. I was privileged to sign the order blank for all the parts 
that I would receive in spite of the fact that I knew neither the quantity 
nor the price of what I actually needed. 

“Finally the great day arrives when we are privileged to travel the 
170 miles to sign our new contracts for another year. This is where we 
get the real treatment, such as $236.75 for special tools, but a bargain to 
us at $184.55. These tools, I might add, include air-conditioning tools 
I don’t do air-conditioning, never have done air-conditioning, and am 
not going to start doing air-conditioning.” Listed other examples of 
this practice 

He maintains “it is impossible to operate as an independent business- 
man under the terms of this inequitable contract.’ 

He still has on his shelves many of the parts he ordered carte blanche 

The order blanks he had had to sign are inserted in the record at this 
point 

It had been necessary for him to buy tools even before he received his 
franchise. 

He has had one division manager visit his ‘‘small operation’’ since 
1949. ‘‘No service representative has set his foot in my premises, and 
my sole contact is with a district manager whom I believe to be nothing 
more than a glorified parts and advertising salesman. 

The district manager once saw parts in his bin other than GM parts, 
“namely, two Auto-Lite battery cables. In front of customers and other 
personnel he asked ‘if the source of purchase was (a local parts jobber) 
and further wanted to know if Crow-Burlingame was furnishing me new 
automobiles.””’ This jobber also handles GM parts under the United 
Motors setup. As an independent businessman, he believes he should be 
able to get parts wherever he pleases. 

“‘General Motors should desist immediately from the practice of 
pressure practices, or what is commonly known as volume selling.’” A 
dealer with a sizable investment “‘should not be ignored, thereby jeopard- 
izing his life’s work.’’ He says there are about 50 dealerships for sale 
in his State “fat inventory or less. This is indicative of the situation 
existing throughout our country, caused from this volume pressure * * *.”’ 

Even at this early date he can get 1956 models of all descriptions at 
$50 over dealer cost; in many cases at dealer cost. ‘‘This is true in spite 
of the fact that I, as a franchised dealer, cannot get 1956 models in 
sufficient volume to meet my demands from the corporation.” 

He was told by many dealers selling all types of cars “‘that they have 
felt the impact of this investigation by a slackening of the pressure which 
was formerly exerted by their manufacturer also.”’ 

It is to be hoped the industry and the subcommittee will give careful 
attention to these problems. 
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Statement of Ed Hammer, Sheridan, Wyo. 

Statement of identification. 

He has been a Chevrolet dealer for 19 years, an Oldsmobile dealer for 
9 years. 

Senator O’ Mahoney gave his personal endorsement of the witness. 

In the middle of June 1955, the Chevrolet zone manager accompanied 
by the acting Oldsmobile zone manager came in to tell him he could no 
longer have the Oldsmobile franchise. At that time he was getting 
above national and zone penetration for Oldsmobile, and was 1 passenger 
car and 4 commercials behind Ford. 

He protested the order and 30 days later got a letter from Oldsmobile 
telling him he would again get the Oldsmobile franchise. 

About 30 days after that, he received a registered letter from Chevrolet 
telling him if he ‘‘didn’t do certain things by June 30 of next year, my 
contract would be terminated.” 

Sheridan is a small city of about 10,000; and it has lost some of its 
population because of the shutdown of mines and plants. But in 1946, 
when it was @ larger place, he had appealed to Chevrolet for the Olds- 
mobile franchise. The appeal was turned down, but he talked to the 
general sales manager, explained his situation, and received the franchise. 

‘“‘T offered to build a good building if I could get the dual line. I did 
get the dual line. I did build the building, and I am happy to say, 
proud to say, it is the finest physical setup in the State of Wyoming for 
handling automobiles. I put my entire savings in that builcing.’’ 
The building cost him about $110,000. He could not stay in that 
building with only one line of automobiles. 

A mark against him is his loss of registration when buyers go to another 
State that has no sales tax to purchase their vehicles then register them 
in Wyoming. This is a particularly sore spot with regard to trucks. 

Another thing that has hurt him is his loss of standing. The word 
has gotten around that he is to lose his Oldsmobile franchise and people 
are not buying from him. 

They sell many cars to buyers who live in Montana. A Ford dealer 
told him he had them registered with a false Sheridan address, which 
gave him an edge over Hammer in total registrations. 

He has been trying for 2 or 3 years to take his son, whom he considers 
“entirely capable,’’ into the business. The son had prepared himself 
for the business, but now he is losing interest because of the uncertainty 
of the future of the firm. 

He, also, has registered cars he has on hand so his record will look 
better as compared to Ford’s. ‘I am under pressure that I must outsell 
Ford if I am going to retain my franchise.” 

Every time zone officers are in his place they remind him to register 
all cars. They have also written him about it. 

A listing of the divisions and subsidiaries of General Motors inserted 
in the record at this point. 
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Statement of General Motors Corp.: Alfred P. Sloan, Jr., chairman of the 
board of directors; Harlow H. Curtice, president; Albert Bradley 
executive vice president; Louis C. Goad, executive vice president; 
Frederic G. Donner, vice president; Sherrod EF. Skinner, vice president, 
group executive accessory group; Cyrus R. Osborn, vice president, 
group executive engine group; Roger M. Kyes, vice president, group 
executive GMC Truck and Coach and Dayton group; William F. 
Hufstader, vice president, distribution staff; Paul Garrett, vice president, 
public relations; Thomas H. Keating, vice president, general manager 
Chevrolet Motor Division: Ivan L. Wiles, vice president, gene ral man- 
ager, Buick Motor Division: Roland S. Withers, general manager, 
l nite d Motors Se rvuce D Psion: He rbe rt M. Gould, gener il manager, 
Motors Holding Division: Charles G. Stradella. pre dent, Genera! 
Motors Acceptance Corp.: James D. Deane, vice president, General 
Motors Acceptance Corp.; John O. Zimmerman, vice president, Gen- 
eral Motors Acce plance Corp.: Lewis L. Lukes. president, General Er- 
change Insurance Corp., president, Motors Insurance Corp.; Harold 
FE. Beyer, vice president, General Exchange Insurance Corp., vice 
pre side nt, Mote rs Ins irance Corp.; Arvid E. Kalle nm. pre side nt, Ye llow 
Manufacturing Acceptance Corp.; Herman F. Lehman, general sales 
manager, Frigidaire Division: George A. Brooks, secretary; George 
Russell, treasurer; and Ralph C. Mark, comptroller 

Mr. Curtice read a prepared statement, noting that General Motors 
has experienced most of its growth in the last 35 years. This period 
coincides with that in which the policies and business of the corporation 
have functioned under the existing management organization. In his 
opinion there are four principal reasons for this success. ‘These are 
first, the dynamic growth of our country; second, the even more rapid 
growth of the automobile industry; third, our management structure; 
and fourth, our approach to problems.” 

GM would have grown quite a bit if it had only kept pace with growth 
of the country. However, the automobile industry has grown faster 
than the country, and GM has grown faster than the industry as a whole. 

There are two basic reasons for GM’s suecess—organizational structure 
and the approach to problems, each of which complements the other. 

Outlined the organizational structure, its growth, and functions. 

Chart showing competitive picture in the industry in 1921 inserted 
at this point. 

Organization chart of General Motors Corp. inserted at this point. 

In the early twenties GM “instituted the first of many policies designed 
to coordinate production with customer demand and to assist the dealer 
in operating an efficient and successful business. These included: 

‘1. Ten day reports by the dealer of his current stock and sales 
of new and used cars and monthly projections of his estimated stock 
and sales of new cars for the next 3 months. 

“The purpose of these reports and forecasts was to assist the 
dealer in balancing his inventories and to guide General Motors 
in its scheduling of production to meet customer demand. 

“2. A practical accounting system to give the dealer an easily 
understood picture of the financial results of his business and thus 
foster good management. 

“3. Programs for the training of dealer sales and service personnel. 

“4. Assistance to the dealer in the design and effective arrange- 
ment of his physical property.” 

As part of their overall program, the owner service policy was devel- 
oped. ‘In addition, every assistance was extended to the dealer in 
satisfying owner complaints.” 

“Some prospects for General Motors franchises, otherwise well 
qualified, lacked adequate funds. To provide supplemental capital not 
available from other sources, General Motors established what is now 
known as its Motors Holding Division.” 

“As an outgrowth of visits to dealerships by top GM executives in the 
late 1920’s and early 1930’s, the General Motors Dealer Council was 
established in 1934.’’ This was set up so there could be an exchange of 
viewpoints. 

The dealer relations board was set up in 1938, so dealers could appeal 
to high officials whenever they felt they were being treated unfairly. 
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Soon after the start of World War II, GM sent a message to its dealers 
offering: (1) to buy back the dealer’s stock of new cars, parts, and 
accessories; (2) preferential consideration after the war for reappoint- 
ment if dealer decided to close his business; (3) special allotment of new 
cars for 2 years following resumption of postwar production to dealers 
who continued to serve owners of GM cars and trucks during the war. 

Some of the important changes that have taken place in the selling 
agreement over the years are: 

“1. In the event of a price reduction, either on current models or 
on comparable new models, the dealer is reimbursed for the difference 
between the old and new price on new cars in stock when the price 
change is made. 

‘2. A price allowance is made in the event the dealer has on hand 
at the time of new model announcement more than 3 percent of 
the cars purchased in the prior model year * * *. 

‘3. The dealer has the right to return any purchased parts or 
accessories within 30 days from the day he received them. 

‘4. To protect the dealer against loss from obsolescence on his 
parts inventory, he may return at the beginning of each year parts 
up to 2 percent of his previous year’s purchases. 

“5. A dealer is enabled to arrange for a son or son-in-law who is 
active in the business to succeed him in the event of death or 
incapacity. 

“6. Selling agreements now have a specified expiration date and 
any interim terminations, by a division are limited to causes stated 
in the agreement. Previously, selling agreements could be termi- 
nated by either party without cause on relatively short notice. 
The dealer still can terminate the present agreement on 30 days’ 
notice. 

“7. The selling agreement specifies certain obligations by the 
division to the dealer upon termination * * *, 

“8. Not included in the present agreement is an offer which was 
in effect during most of the 1955 model year, and was designed to 
protect General Motors dealers against bootlegging. This offer 
committed General Motors ‘* * * to repurchase, or to arrange for 
the repurchase by other General Motors dealers in other areas, 
at the respective prices paid by the original purchasing, authorized 
distributors or dealers, any such new and unused passenger cars 
that might be considered excess supply.’ ”’ 

Chart inserted at this point showing pertinent data for GM dealers, 
for 1940 and 9 months of 1955. 

Chart showing comparison of return on net worth of GM dealers with 
other businesses, for 1953. 

Outline some of their research programs. 

He especially emphasized the company’s work in the development of 
automatic transmissions, but also discussed automotive styling, engine 
development —automotive and aircraft, petroleum products, diesels, 
refrigeration, and refrigerants. 

Just prior to the outbreak of World War II, GM, being concerned 
about our defenses, set up @ management study committee and assigned 
to this committee ‘“‘the task of working out guidelines for the most 
effective possible enlistment of our know-how, skilled manpower, and 
facilities in the war effort.’”’ This committee recommended certain 
policies which were adopted by GM. 

Listed the war materials turned out by GM during World War II. 

“The value of all General Motors products delivered to the Govern- 
ment during the years 1940-45 was $12,319 million. In comparison, 
the value of Uaited States lend-lease shipments to the Soviet Union 
was $11 billion.” 

Listed some of the products turned out during the Korean emergency. 
Pointed out that these items, as were those manufactured during World 
War II, were foreign to their commercial line of products. 

\ chart was inserted at this point showing their defense business for 
1953, 1954, and the first 9 months of the current year. 

Chart inserted at this point showing GM defense deliveries, by 
quarters, for 1940 through the third quarter of 1955. 
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Will analyze what the phrase ‘‘more and better things for more people”’ 
means to the consumers. 

Outlirted briefly pricing policies and practices. 

Chart inserted at this point showing list prices of four-door sedans 
made by all companies, 1941 to date. 

‘‘When one producer makes a higher return on his investment than 
others while selling at competitive prices, and paying the same wages 
and prices for materials as his competitors do, his higher return on capital 
is a mark of his greater efficiency. That is the function of profits in a 
free economy—to reward efficiency and act as an incentive to producers 
to keep on being efficient. 

“Customers for our household appliances, diesel engines and other 
products have also participated in the benefits of our technological 
progress 

In the 41 years he has been associated with GM he knows of ‘‘no man- 
agement organization that has a higher standard of business ethics, a 
greater sense of public responsibility or a more genuine regard for the 
equities of the various groups with which we have contact—the 
customers, the employees, the suppliers, the dealers and the shareholders. 

Mr. Sloan, replying to questions, said that at the time General Motors 
was organized, in 1908, he was with an accessory manufacturer. He 
was only “indefinitely” familiar with the GM organization. His 
company, the Hyatt Roller Bearing Co., was acquired by W. C. Durant, 
then president of Chevrolet but prior to Chevrolet’s becoming a part of 
GM. At the same time Durant bought four other companies, and they 
became the United Motors Corp. 

Mr. Sloan served as president of United Motors Corp. from its forma- 
tion in 1916 until it was liquidated in 1918. It was separate from GM. 

United Motors Service became a part of General Motors Corp. in 1918, 
after which Mr. Sloan was appointed a director of GM, a member of the 
executive committee, and a vice president. He was also assigned juris- 
diction over the companies that had come into GM through United 
Motors Corp 

The various firms that were formed into the United Motors Corp. 
had all been important suppliers of parts to the manufacturing companies. 

After United Motors became a part of GM, there was no change in 
the policy of selling component parts to competing manufacturers. 

Mr. Sloan stayed with UMS until 1920 when Mr. Durant retired as 
president of GM. “Mr. Pierre S. du Pont became president, and Mr. 
du Pont appointed me operating vice president under him because I 
reported to Mr. du Pont as president of the corporation.’’ In this 
capacity, he had responsibility for the entire GM operation at that time, 
with the exception of finance. 

Durant was ‘‘a man of great vision, great courage and great, you might 
say, imagination, but he was not a good administrator... GM got into 
financial troubles in 1910, but was saved by a banking group. In 1920 
they again encountered financial trouble. ‘Prices dropped, and it 
accentuated our difficulty; not only that, but Mr. Durant was an 
operator in General Motors common stock, and he became involved in 
the market,’’ and this developed a potentially serious situation. 

“The du Pont people stepped into the situation at that time and 
rescued Mr. Durant by putting up a very large sum of money, and took 
him out of the market, paid his debt.’”? As a result, Durant retired and 
du Pont became president. Sloan knew very little about the manu- 
facturing of cars; that was handled primarily by du Pont. 

There was no policy for expansion of the parts companies that were 
acquired from time to time, ‘except that expansion took place in order 
to supply the requirements of the car operation.” 

He remembers no parts companies that were taken over after 1921 
when du Pont became president. Expansion of parts operations “thas 
been done by production that we created ourselves.”’ 

In a book written by Mr. Sloan he made the following statement 
with reference to 1916: ‘‘More than half our business came from Ford 
and our other big customers. General Motors dwarfed the remainder. 
If either Ford or General Motors should start making their own bearings 
or use some other type of bearings our company would be in a desperate 
situation.” 
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However, this would not apply today, as parts manufacturers do not 
face the same problems they did at that time. 

In the automobile industry, ‘‘the volume is so large for any particular 
part, it is much more efficient to make the part yourself, under your own 
supervision, because you can bring together the engineering staffs of 
the two, you get greater coordination. And the parts manufacture 
that you operate yourself has more of an assured supply than an outside 
supply. 

An independent supplier, like Hyatt was, cannot afford to put a 
large amount of capital into a parts operation if there is any uncer- 
tainty as tosales. ‘‘So, naturally, the tendency is for the manufacturers 
to go into the parts business.’’ 

GM presently makes perhaps 20 times the number of cars turned out 
in 1920. They still purchase many parts from outside sources, as well 
as other materials. 

While Mr. Durant was president ‘‘there was really no scheme of 
organization because Mr. Durant’s mind did not run in that direction, 
able though he was in other directions.’”’ In 1920 Mr. Sloan drew up a 
plan of organization, along with a report, and submitted it to Mr. 
Durant. Nothing was done about it, so when Durant retired he resub- 
mitted it to Mr. du Pont who adopted it in large measure. It has 
been continued as a fundamental concept of administration over since, 
although there have been some necessary changes made because of 
growth and the passing of time. 

In 1937 a change was made which consolidated the executive com- 
mittee and the financial committee into the policy committee. Explained 
the reason for it. 

This lasted until 1946, when it was found there were so many new 
problems and so many changes in the old ones because of the war that 
the decision was made to split the committee into two committees 
again. That is still in effect. 

The administration committee is broader in personnel and in number 
of people than the operations policy committee, and so ‘‘gives a broader 
base for the consideration of the corporation’s problems.” 

These committees report to the board of directors monthly. They 
do, however, have authority to carry out decisions they reach before 
reporting to the board. 

‘There is no particular rule in setting up the board of directors at all. 
You might say we have the operating group, we have a shareholders 
group, and we have a limited number of outside directors.’’ They also 
have men on the board who represent the du Pont interests. He named 
some of the men who are on the board. 

Those men on the board who are also on the operations policy com- 
mittee are placed on the board because they are management executives 
who are wanted on the operations policy committee. 

“The responsibility of a division headed by the general manager is 
complete. It is practically an autonomous unit so far as carrying out 
a policy that has been agreed upon from the administrative point of 
view.”’ There is, though, a great deal of coordination between the 
divisions and between a division and the staff and executives. 

The manager does not have the authority to expand facilities without 
approval, 

Styling of new ears is a component of the general staff, but the divi- 
sion manager of a division works with the staff and has the right to 
pass on it. This is done in this way because of economies effected, not 
to increase corporate control over the divisions. 

One could not say the manufacturing divisions are almost equal to 
independent competing companies. 

The general manager of the division develops the idea for development 
of a new product, particularly the chassis changes, which are entirely 
under his control. ‘‘He has to conceive what he needs because he knows 
his market, he is responsible for the thing, and it has to be his conception 
in a general term. Then it goes to the general staff for coordination 
* **”’ The final step of approval must come from the board of directors. 

Although a small amount of research in development of each line of 
cars is done within the division, most of it is done in the research division, 
which does fundamental work. Then there is the advanced engineering 
division which develops new ideas like automatic transmissions. 
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GM has never expanded just for the sake of expansion. There had to 
be a real reason for it, either that it would strengthen the structure of 
the corporation or, in a few instances, where it was felt they could do a 
better job on a particular thing. 

Senator O’ Mahoney, pointing out that some manufacturers of acces- 
sories had expressed a fear of continued GM expansion, asked if it were 
GM policy ‘‘to continue to expand into one field of operation after 
another.”’ 

Mr. Sloan said, “If something came up that would strengthen the 
General Motors organization, then we would act in that direction, but 
there is no policy at all of expansion. 

3539 ‘‘* * * there is no policy whatsoever that contemplates an indefinite 
expansion unless it is justified by a very rigid appraisal of the facts.’ 
He did not think there would be further expansion in the parts field, he 
did not think it ‘‘desirable.’”’ However, conditions change and he felt 
he should not commit himself. 

3540 He thinks it impossible that GM would ever take over the dealer- 
ships; Mr. Curtice shares this view. 

Senator O’ Mahoney asked why there could not be effected ‘“‘some sort 
of an understanding among the executives of General Motors and the 
General Motors dealers of America that you will sit down together 
and work out * * * a selling agreement which is much more bilateral 
than the one that you now have with these gentlemen?’’ 

Mr. Sloan said this was up to the chief executive officer; Mr. Curtice 
said the contract was not as the Senator thought it to be. 

5541 Although the contract may not be perfect, Mr. Curtice refused to 
answer ‘“‘any hypothetical question that would say that we would sit 
down at the bargaining table to develop a new contract. This contract 
that we have has had long experience, and it has had a great many 
hours of attention in trying to improve it.’’ Furthermore, he believes 
the relationships between GM and most of the dealers are ‘‘on a very 
high level.” 

3542 Will deal with dealers on an individual basis but not on an organiza- 

tional basis. He attempted to improve the contract so as to have 

‘‘an important effect on bootlegging.” 

Mr. Sloan said again there is no policy on limiting the number of 
activities GM may enter before the point is reached where growth would 
not be economically justified; ‘‘efficiency and size have nothing to do 
with one another.”’ 

Mr. Burns said some witnesses had expressed the belief that when 
one corporation continues to grow, even though it may be efficient it 
makes competition difficult, if not impossible. He then asked if “such 
power is desirable and whether some steps might not well be taken in 
the public interest to reduce the power, but without reducing the 
efficiency.’”’ Further, would GM be less efficient if it were smaller. 

3544 Mr. Sloan said: ‘‘I don’t think the size of General Motors, Mr. Burns, 

has anything to do with its efficiency. I think the efficiency depends 

upon the administrative technique, and the people who comprise General 

Motors.”’ In the early days, when all automobile companies were 

young, they all had the same opportunities to grow but the others 

didn’t. 

In the manufacture of diesel locomotives, other companies had access 
to the same basic information, but they did not have ‘‘the imagination, 
they didn’t have the courage, they didn’t have the capital.” When 
the diesel came out the steam locomotive people said it ‘‘would never 
get anywhere and yet it eliminated them in the short period of 20 
years.” 

He believes GM’s financial capacity was “quite incidental’ in the 
development of the diesel. Imagination did the job. 

‘‘We didn’t take on Frigidaire, we inherited it.’’ The big contri- 
bution made by Frigidaire was the development, through research, of 
Freon, a nontoxic refrigerant. 

If Frigidaire were operated separately it would be less efficient as 
far as benefits to the consumer are concerned, because “‘the constant 
contribution of General Motors’ research, General Motors’ production 
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facilities, and all that, contribute enormously to Frigidaire in making 
it more efficient.’’ It is operated, like the rest of the divisions, inde- 
pendently, ‘but still General Motors, through its staff divisions, contrib- 
utes to an increased efficiency.” 

Although the GM divisions are autonomous, ‘‘there is a constant 
contribution from General Motors as a whole to all of the component 
parts of General Motors, and the efficiency of General Motors and the 
efficiency of every unit of General Motors, would be decreased if it did 
not have the benefit.” 

Mr. Sloan believes that if GM were “twice its size (it) could be just 
as efficient as it is today, if the operating technique is adjusted to the 
size.”’ 

Senator Wiley posed a hypothetical question: If a dealer had been 
in the business for a long period of time, had good credit rating, and 
good standing in the community, had done a good job over the years, 
but slipped because of conditions over which he had no control or 
refused to follow orders or suggestions of some underlings, should he 
be given consideration or should he be arbitrarily disenfranchised?” 

Mr. Curtice replied: ‘“‘If you had done a good job selling them over the 
30 years you are talking about, then an average dealer—this is what you 
say—then if, due to certain things beyond your control you slipped 
slightly from that position, then I think the weight would be all on your 
side. But if over a period of years you had been substantially below the 
average operator, and continued to be, then I think you wouldn’t have 
any continuing place in our picture.”’ 

Curtice said all the cases heard by the subcommittee dealing with 
dealers’ complaints would be documented ‘‘in full.” 

Mr. Sloan said the reason Frigidaire division started manufacture of 
electric stoves is ‘‘because in order to sell the Frigidaires and to get the 
distribution we needed, we had to have a complete line. The expansion 
in other household items other than Frigidaire was forced upon us by the 
necessity in the case, not as a matter of policy.”’ 

GM also makes air conditioners for use in homes or offices, electric 
washing machines, dryers, etc. 

Senator Dirksen, commenting on the variety of things turned out by 
GM, said there had been assertions that one day there would be an all- 
plastic automobile body. Therefore, he wondered if GM might not also 
go into the plastics business. Mr. Sloan said: “It is hard to answer. 
We use a lot of steel for bodies and we are not in the steel business. I 
wonder why the same thing should not apply to plastics.’’ He pointed 
out they had not been involved in chemical problems. That although’ 
they invented Freon, and use it now, they do not make it. 

Mr. Sloan closed by stating their success had not depended on going 
outside the corporation for help. ‘‘We grew right within ourselves with 
our own people, and the top people in General Motors are people who 
have been with us, like Mr. Curtice and myself, practically all their 
lives. That is what made General Motors, because we gave these people 
an opportunity, we gave them a responsibility and authority with the 
opportunity, and made it worthwhile for them to do constructive things. 
That is what our success is predicated on.”’ 


Turspay, DEcEMBER 6, 1955 


Mr. Curtice made a statement announcing that he was sending a tele- 
gram to GM ear and truck dealers telling them their selling agreements 
which became effective November 1, 1955, would be in effect for a 5-year 
period instead of 1 year if it were agreeable to the dealers. The dealers 
could, however, still terminate the agreement on 30-day notice if they 
choose. 

Senator O’ Mahoney congratulated him for taking this step in the right 
direction, but pointed out that it did not prevent GM from canceling a 
dealer’s contract without cause, 

The Senator reac into the record a news story which appeared in the 
Rocky Mountain News. Results of a survey of eight representative 
GM dealers showed dissatisfaccion with many of the corporation’s 
policies. 
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Mr. Curtice read into the record a ‘‘voluntary and unsolicited” tele- 
gram from a dealer in Casper, Wyo., expressing the feeling that General 
Motors had always been “fair and equitable’’; that his association with 
GM had been “profitable and enjoyable.” 

Senator O’Mahoney read into the record a wire from John Doe, a 
dealer in New York, stating he had been asked by the district manager 
to send telegram to GM officials telling them how happy he is as a GM 
dealer. 

Mr. Curtice denied any requests for telegrams had originated with top 
GM officials. District and zone managers should not make such requests 
of dealers. 

Mr. Burns said the first witness of the day would be Mr. Bradley. 
“The plan is to interrogate different officers with respect to the particu- 
lar responsibilities which go with the position they occupy.” 

Mr. Bradley gave brief outline of his tenure with the company. Most 
of his experience has been on the financial side. 

“The financial policy committee determines financial policies and man- 
ages all of the financial affairs, all accounting policies and procedures, 
and the various financial officers like the vice president, the staff, the 
treasurer, the controller, the divisional controllers, and other financial 
officers all report to it through the chairman.’”? GMAC and the insur- 
ance subsidiaries report to it, as well as the general counsel and the 
legal staff. 

“The operations policy committee has charge of the operations such 
as the manufacture, design, sale of the product, and the staff activities, 
such as research, distribution, and so on.’”’ This committee ‘‘consists 
of 11 full-time executives who are all directors of the corporation. The 
financial policy committee, on the other hand, has only three full-time 
directors who are members. * * * The coordination between the 2 
committees comes about through there being 3 of us who are members 
of both committees.”” Named the members of the financial policy 
committee. 

This committee also has jurisdiction over the foreign trade, which 
now amounts to about a billion dollars a year, and has about 80,000 
employees Overseas. 

Outlined further the activities of the committee. 

A chart inserted at this point of the record showing holdings of General 
Motors common stock of the directors, as of 1940 and 1955. 

Document showing positions and other corporate affiliations of GM 
directors inserted at this point. 

List of 50 largest stockholders in General Motors in 1955 inserted at 
this point. 

Stock listed in the name of a brokerage house may be in its name 
because of an unpaid balance or because the customer wishes it to be 
held that way instead of being registered in the name of the actual 
owner. GM would not know which was the case. 

The 50 listed own, in total, 38.9 percent of the GM stock. The 
shareholders of GM Shares, Ine. ‘“‘are either present or former executives 
of the corporation, who received bonus allotments through GM shares, 
so they own GM shares stock and that company in turn owns the 
General Motors. They are one step removed from it.” 

Senator O’ Mahoney was interested in obtaining information about the 
holdings of the Du Pont interests and family in GM. 

Mr. Bradley summarized the way the General Motors bonus plan 
works. A committee composed of nonparticipants and nonemployees 
recommends the amount to be set aside for the bonus, which is dis- 
tributed to eligible employees. The fund is split in two parts—15 
percent in one and 85 percent in the other. The recipients of the 85 
percent are officers having a minimum salary of $9,000 a year. The 
other 15 percent goes to subordinate executives in the $7,500 to $9,000 
bracket. It is payable partly in cash and partly in stock, and is dis- 
tributed over a period of 5 years. 

This distribution follows a general pattern, although there is some 
elasticity. Generally speaking, a higher salaried person will receive a 
higher percentage of his salary as a bonus. 
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This bonus was instituted as an incentive to the executives to remain 
with the firm ‘‘and participate in its accomplishments.”’ If GM does 
not earn over 5 percent on the capital after taxes there is no bonus 

Their plan differs from bonus plans of other companies because GM 
tries to take into consideration actual accomplishments of those who are 
to receive the bonus. Many other firms just allocate it on a basis of 
salary alone. 

The combination of cash and stock was adopted because of the high 
taxes of the higher paid executives. The stock that is given under the 
bonus plan is bought in the open market, not authorized but unissued 
stock. However, under their new “thrift plan” the use of unissued stock 
was authorized. 

Inasmuch as this stock for bonuses is bought on the open market. 
they try to space out the purchases so as to avoid influencing the market 
price to the general public. In spite of the corporation’s purchases, 
there is probably about the same amount of stock for sale on the market 
now as there was in the past. 

The stock splits of 1950 and 1955 were made so that available stocks 
held by the public would be spread out among more shareholders, not 
for the purpose of increasing the amounts held by directors and officers. 

The operations policy committee has direct jurisdiction over pricing 
procedures, “but the financial policy committee receives an overall sum- 
mary as to the basis of pricing and the expected return on capital, and so 
on. So that both committees are cognizant of it, but the responsibility 
is in the operations policy committee.’”’ The principles of pricing pro- 
cedure worked out in 1920 by Mr. Bradley, Donaldson Brown, and other 
officials still govern. 

Mr. Bradley explained the term “standard volume”’ as used in the 
pricing formula. 

When looking toward model changes or plant expansion they try to 
plan ahead at least 2 years. They did not, however, foresee as big a 
volume of sales as they have had in the last 2 or 3 vears. 

One of the main factors considered in pricing is competition; the net 
profit may be below what they want, but they aim at 15 to 20 percent 
on net capital—‘That is on the investment, not as a margin of net sales 
after taxes.’’? It would be about 10 percent on sales. Whereas a 
utility may turn its capital over once in 5 years, they turn theirs over 
“better than twice in a year. So turnover is important.” 

They use standard volume as “a basis of cost, so that our costs that 
we use for comparable purposes do not go up or down with volume.” 
GM tries to avoid “costs fluctuating with temporary changes in volume.”’ 

The term “‘capital invested” is the same as “net worth.” 

They do not figure on a 15- or 20-percent return for each division; 
“there is a@ variation. For instance, over the years we have not earned 
as much in the household appliance field as we have in the automotive 
end. In the automotive end some divisions have done better than others 
in some years. If there are any that are falling behind, why, Mr. 
Curtice tries to bring them up.” 

They do not apply a different ratio to different divisions, but ‘‘the 
figures come out differently.” 

There is an overhead for a division and an overhead for central office. 
This overhead is allocated on a basis of payrolls or on a basis of sales, 
but Mr. Donner said the payrolls were usually used because they are 
‘‘a better measure of the value of the central office expenses to the 
division.” 

Referring back to the 15- or 20-percent return, Mr. Bradley said ‘‘there 
is not the 15 to 20 difference in our basic pricing structure, but there is 
in the actual earnings because of 1 year having a bigger volume than 
another in relation to capacity.” 

The divisions absorb the starting-up costs, such as new designs, and 
sales campaigns are divisional. Motoramas, however, are a central office 
expense. 

They have never had a policy of selling any item at cost, with no 
profit, although profits have not always been up to expectations. They 
have never accepted ‘‘a no-profit position, except in years, say, when 
volume is subnormal, like 1932, when you could not have raised prices 
then to show a profit.” 
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It has never been done when putting a new item on the market 
either. 

Bradley knows of no instances of properties owned by the corporation 
being used by the divisions without the divisions being charged for 
them. 

No costs of the General Motors overseas operations division go to the 
cost of cars sold in the United States. 

Mr. Donner listed some of the overseas manufacturing plants. ‘They 
are separate subsidiaries, we operate abroad through separate sub- 
sidiaries, and those costs are completely self-containing.”’ Their over- 
seas manufacturing and assembly plants are incorporated under the laws 
of the country in which they operate. 

The pricing policy used abroad is the same as it is here, although 
the rate of return might be different. 

In fixing the price of a ear, 60 percent of the cost to GM is in materials 
some thirty-odd percent is payroll; a couple percent is allowed for de- 
preciation and another couple percent for taxes other than Federal taxes 
‘‘The dealer’s cost in distributing is incorporated in the discount that 
he gets on the car, between the price he pays us and the list price, which 
would run around 25 percent of the list price.” 

GM has a suggested list price it gives its dealers. To that, add freight, 
excise taxes, local taxes, and handling on the part of the dealer and you 
will arrive at a suggested delivered price. The difference between the 
list price and the price the dealer pays to GM amounts to about 25 per- 
cent discount. 

In addition to the previously mentioned cost factors should be added 
the central office expense, which amounts to about three-fourths of | 
percent 

Mr. Bradley said that as nearly as possible they try to earn the same 
rate of return if one division sells to another as if it were selling externally. 
Some of their divisions sell almost exclusively to other GM divisions 

Even using the concept of standard volume in pricing procedure they 
could still suffer a loss in a given year if the volume fell off. Their 
concept of standard volume “is the percentage of capacity that we 
expect to average out over the whole business cycle.”’ Mr. Burns 
believes ‘“‘the record will show that the last year in which the corporation 
actually suffered a loss was 1921.’ Mr. Bradley said that loss was 
caused by liquidations. 

The pricing procedures followed are aimed at preventing losses, but 
pricing alone won’t do it. ‘‘It is the control of our operations as well 
that has been installed. We watch the dealer stock, we watch inven- 
tories, we try to change our schedules in line with changing conditions.” 

Mr. Curtice interpolated: “It is our ability to sell our merchandise 
at the price list that will produce a sufficient volume, to absorb our 
burden at the standard volume calculations, and not just the price.”’ 
Volume is necessary. 

If volume drops off, prices should not be raised because you will not 
sell, but will be priced out of the market. 

In 1954 Mr. Curtice announced an expansion program of $1 billion, 
which was subsequently raised to $2 billion. Estimates were based on 
anticipated car population in 1960, but that stage has already been 
reached, so the proposed expansion program had to be enlarged. 

It is anticipated the return on this investment will be the same as that 
on GM’s other investments. In 1954 there was a net profit of 
$1,645,000,000 before taxes; $860 million after taxes. This amounted 
to 23%-percent return on capital. Mr. Bradley said this rate will be 
higher than that of most manufacturing firms. Over the years, GM 
has averaged a higher return than most of the big concerns. 

Table inserted at this point showing profits after taxes of various 
industries. 

Figures given showing GM7’s percentage of net income te net worth 
for years 1948-54, all of which were 20 percent or above 

There is a requirement in the sales agreement that dealers furnish GM 
with profit and loss statements on a monthly basis. 
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The profits of the dealers went down in 1953 and 1954 while the profits 
of General Motors were at a high level. Mr. Curtice said this reflected 
“the competitive conditions which prevailed throughout the market 
place in 1954 as well as 1953. Likewise, in the case of General Motors 
the return is reflected by our rate of output, our total volume of business 
in relation to our standard volume.” 

There was ‘‘distress merchandise’’ on the market which helped drive 
down the dealers’ profits—makes of cars that did not receive the public’s 
approval. 

Mr. Bradley told the committee all members of the price review com- 
mittee are “members of the administration committee and the policy 
committee. So we study the material, develop all pertinent facts that 
we can have, both as to cost, competition, trends, and so on, and make a 
recommendation after consulting with the managers of the various di- 
visions like Buick, Cadillac, and so on, comparing one with another. We 
make the recommendation to the operations policy committee, and if it 
approves it, that is final.” 

Explained how passenger-car prices are determined. 

Direct costs and profits based on rate of return on investment are not 
the biggest factors considered in pricing—competition comes first. Mr. 
Curtice, however, said: ‘‘That is one of the biggest items. The first 
calculation, I think, would be based on the data which results from the 
determination of what the costs are going to be, and materials and the 
parts purchased and manufactured, the overhead, and the estimated 
return on an average investment. That comes up with certain prices, 
and then after that, you take into consideration what is its relationship 
going to be to its predecessor in that same line, and also what is the rela- 
tionship likely to be cor petitively.”’ 

Planning for new models begins 18 to 24 months before they are to be 
delivered to the public. ‘‘Cost considerations are taken into account in 
all stages of the development of that model. Actual tooling does not 
start until about a year ahead of time of introduction, so that there is 
ample opportunity to watch these cost factors that finally have a great 
influence in setting the selling price.’’ Competitor’s price would be 
considered in a general manner. 

They would aim at the same rate of return on a new model as on estab- 
lished models. Mr. Burns asked if there were not room for more price 
competition than there is at present. Mr. Curtice replied: “I think that 
our pricing in relation to the rest of the industry and in relation to our 
cost and in relation to the capacity factory return on the net worth in 
invested and used respects have low pricing on the part of General 
Motors.”’ Price increases since 1942 on GM cars have been lower per- 
centagewise than the rest of tne industry. 

Curtice does not think it would be better in the long run to lower car 
prices to consumers when costs go down. He said GM gives ‘“‘the great- 
est. value of anyone in the industry for the dollar,’”’ and he believes the 
public knows it. 

Discussing the table of profits submitted for the record earlier, Senator 
O’ Mahoney said the indication was “that increasing profit accompanies 
increasing size.”’ 

GM has 21,000 suppliers, large and small. Mr. Curtice had received 
a letter from one in Chicago who er ployed 10 people, offering to appear 
at the hearings and testify as to the fair treatment he received from GM. 

Mr. Bradlev, who is a member of the board of directors of General 
Motors Acceptance Corp., a wholly owned subsidiary, said it was a 
separate corporation instead of a division because it started that way; 
it is organized under the banking law and operated under them. 

GMAC “works out its own policies, but reports to the finance com- 
mittee of General Motors, which reviews its actions and its progress. 
But it is not as closely integrated as our operating divisions are with 
the operating staff, for example.” 

The financial policy committee determines who will be elected directors 
of GMAC, The various divisions have no voice in determining GMAC 
policies, 
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Although GMAC might finance a dealer who handles an additional 
line, it generally finances dealers who handle only GM products. 

In addition to GMAC, General Motors has another financing company 
called Yellow Manufacturing Acceptance Corp., which was acquired in 
the consolidation of Yellow Truck & Coach. Primarily, it finances the 
products of the truck and coach division, and is under the jurisdiction 
of that division 

YMAC was kept separate from GMAC because they handle quite 
different types of accounts. YMAC is more specialized. 

Y MAC finances a few dual dealers, but in general it finances dealers 
who handle GMC products. Also, it now finances purchases of equipment 
from the Euelid division In addition to automobile dealers, GM A¢ 
finances Frigidaire and household appliance dealers; and, ‘‘They formulated 
and financed some of the diesel locomotives. particularly for railroads which 
were in receivership, and leases were made.” 

GMAC finances the purchase of a few buses made by the Flxible Co 
but not many. This is a special situation. 

Motors Insurance Corp. is a wholly owned subsidiary of GMAC that 
handles insurance in many cases when a car is purchased on time through 
GMAC 

GMAC has lines of credit with about 570 banks, located in every 
State of the Union. GM or its subsidiaries make deposits with 343 
banks in 157 cities, located in most, if not all, of the States. 

About $350 million in on deposit in these 343 banks. 

Coing back to the bonus plan for executives, Mr. Bradley said it 
might be paid to a man after he retired, since it is paid in installments 
over a period of 5 years. If a man went to work for a competitor or 
did something inimical to the corporation, he would be cut off. If aman 
were cut off, and felt he had been dealt with unjustly, he could sue ts 
have the bonus paid him. 

Mr. Goad identified himself for the record 

‘There is a distinction made between planning for a long-term invest- 
ment, such as the $2 billion expansion program, and planning for a 
model changeover. When a changeover is made, the division projects 
the number of cars it expects to sell, not a percentage of the market 

In determining the number of cars it intends to turn out, the division 
will use past historv as a good guide as well as gathering current informa- 
tion for the projection. 

This information is corrected as time goes by, starting immediately, 
so that the division knows how many units to turn out to maintain the 
type of profit aimed at. 

In determining which automobile lines should benefit from the expan- 
sion program, studies are made by the car divisions which are reviewed 
by the operations policy committee and Mr. Curtice. This proposed 
expansion program ‘‘wasn’t predicated on any short-term study; that was 
predicated on an economic study covering several years.”’ 

The planning for this long-term expansion was based on a percentage 
of the market, not a specific number of units regardless of market size. 
“Our economic studies and forecasts of the future are predicated largely 
on the growth in population, the shift in population from city to urban, 
and the general increase in the level of expendable income of the people 
of the country, the potential new-car buyers.”’ 

Mr. Curtice explained that “it is history rather than projecting ahead 
to accomplish a higher percent of the total that governs us very largely 
in the determination of the facilities. 

“Then, as to the allocation between divisions, the amount of the 
increase for each division is determined by how short certain divisions 
are in relation to their present position, and then to bring all divisions 
assuming that the low-price field and the medium and the high-price 
fields will continue to bear the same relationship over a period of years 
and then we bring them all in a relative position by the addition of the 
new capacity.”’ 

Economie studies are made prior to long-range projections, estimates 
being made of total annual sales over a period of vears, They do not 
know exactly what sales will be in 1 year, but they know what the trend 
will be. 
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GM aims at maintaining its present percentage of the market, which 
is about 50 percent. 

In making these expansion plans, GM’s ‘‘consideration of what our 
competitors are going to do is reflected by our provision to at least main- 
tain our present position.” 

Senator O’Mahoney inserted in the record at this point a telegram 
received from the Nebraska New Car Dealers Association. This tele- 
gram contained resolutions adopted by the Nebraska association con- 
demning many practices of automobile manufacturers and asking for 
legislative relief from the State or Federal bodies, 


WEDNESDAY, DECEMBER 7, 1955 


Senator O’Mahoney, in an opening statement, said the extension of 
selling agreements announced by Mr. Curtice December 6 was a salutary 
development, but there remain three problems that seem to him of 
“primary importance.” The first ‘‘is the financial arrangements which 
are made to facilitate the low downpayment and the long-term install- 
ment practices which are followed in the industry by all of the dealers 
The second is the loading of cars with unwanted parts. * * *” 

The third problem is the “alleged bootlegging.”’ 

Discussing an ad selling “company executive cars” and the source of 
these ears, Mr. Curtice said, “‘The number of cars coming available or 

annual basis from employees who purchase them under the discount 
plan is a very small number. It has nothing to do with the subject of 
bootlegging.”’ 

Curtice has made every effort to prevent the practice of bootlegging. 
In February 1954 he wrote a letter to all dealers asking them not to 
resell their cars to others than retail customers. 

Inserted in the record at this point the letter of February 24, 1954, 
addressed to dealers on subject of bootlegging. 

Mr. Curtice and Mr. Nitschke, of GM’s legal department, conferred 
with the Attorney General and members of his staff on this problem 
The General Motors people outlined what they had in mind as a remedy 
wanted to include in their franchises ‘‘a provision which would require 
the dealer, if he considered he had any cars in excess of his requirements, 
for whatever the reason, that he offer them back to General Motors or 
the division from which he bought them before offering them to any 
other channels, such as the used-car dealers or other outlets engaged in 
bootlegging.’’ 

They were encouraged by the meeting and were asked by the Justice 
Department people to put their thinking in writing, which they did 

Inserted in the record at this point the substance of the clause GM 
proposed putting in the agreements. 

Violation of that clause would become one of the causes for cancellation 
of agreements. 

Read letter sent to the dealers saying “the Department of Justice 
advised that they had coneluded that the Department could not under- 
take to waive the institution of criminal proceedings with respect to 
such contractual provisions should they decide to test their legality if 
such provisions are incorporated in General Motors Corp. selling agree- 
ments since they raised the important questions under the antitrust laws.”’ 
GM attorneys still thought it ‘fa reasonable contractual provision’’ that 
does not violate antitrust laws. 

In this letter, they again appealed to the dealers ‘‘to review their 
operations and to cooperate with General Motors in maintaining the 
General Motors franchise as the most valued in the industry.” 

Mr. Curtice subsequently sent a letter to dealers offering to buy back 
any surplus 1955 models. “That put into practice without penalty 
the same clause which I sought approval of by the Department of Justice.” 
As one possible remedy for bootlegging, Senator O’ Mahoney suggested 
a provision might be included in the contract which would preclude the 
corporation’s requiring a dealer to take more cars than the area he serves 
can absorb. Mr. Curtice said the dealer is not required, under contract, 
to buy any cars. They must be ordered. There were, however, ‘“‘some 
selfish dealers who wanted to take the quick, easy profit rather than 
working to sell them one by one to the retail customers.” 
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All GM offered the dealers was the purchase price, so there would have 
been no profit to the dealer. 

Employees given the right to buy new cars from the factory at a dis- 
count must say thev intend to keep the car for 1 year and that it is for 
the personal or family use of the emplovees, 

The “‘territory security’’ clause was omitted from the sales agreement 
in 1949 because the legal department felt that in the interpretation of the 
Sherman Act it could be found illegal. In conjunction with that, there 
was a provision which dealt with bootlegging: if a dealer sold a car 
outside his area of influence, the dealer who should have had the business 
could file a complaint. The offending dealer could have a penalty im- 
posed on him in dollars, which were then paid over to the offended 
dealer. 

Bootlegging received its greatest impetus after the war when cars 
were in short supply, and has continued in varving degrees since then 

Mr. Burns started questioning of Mr. Goad ‘‘about the practices and 
policies of the corporation with respect to the manufacture of parts by 
the car division or the manufacture by accessory groups, or the manu- 
facture or purchase from outside groups.” 

Mr. Goad pointed out that it would be impossible to tell what prin- 
cipal parts are manufactured and used entirely within the organization, 
and which ones are bought outside. 

Mr. Curtice, however, said that about 60 percent of the cost of mate- 
rials going into the automobiles, including raw materials, is purchased 
from outside suppliers, About 50 percent of the sales dollar is paid out 
to 21,000 suppliers. 

Although they make most of their automobile bodies in the Fisher 
Bodv division, they do buy a few outside. They find it more economical 
to build their own 

The chassis parts are either made by the car divisions or bought 

The chassis, speaking of it as a unit of the automobile, is built by the 
‘ar division.” 

Kach car division makes all its own engines, buving some of the com- 
ponent parts from outside suppliers. 

Che car division makes its own choice as to whether it wants to make 
its parts or obtain them from outside suppliers or another division. If 
the division wanted to expand in order to make the parts, it would have 
to have approval of the corporation. 

\ll the electrical equipment is made at Delco-Remy. Most of the 
frames and wheels are purchased outside 

Car divisions sell parts to each other quite extensively, negotiating the 
price between themselves. 

In their pricing, the divisions use the same method of costing and 
pricing that GM does. They also inelude a percentage of profit. 

He does not believe GM ear divisions sell to other manufacturers, but 
the accessory divisions do. In the case of transmissions, Chevrolet and 
Buick make their own. The Hydra-Matic transmission division manu- 
factures them for the other lines. 

Mr. Burns asked if the reason for having “‘a single transmission plant 
for each of these different types [is] that the volume for each of the car 
divisions would not be sufficient, in your opinion, to warrant an efficient 
operation if & separate plant was provided for each of the divisions to 
make that transmission.” 

Mr. Goad said that volume is not necessarily the determining factor 
‘‘We could do a much better job at lower cost by concentrating the en- 
gineering on the highly complicated piece of equipment, the Hydra- 
Matic, in one division. And it takes considerably less in the way of 
investment, in tooling and in plant, to do it in one place, where we could 
concentrate with more elaborate equipment.”’ 

Mr. Curtice said other manufacturers buy Hydra-Matics from GM, 
so from this plant ‘“‘an economical product was available to our using 
divisions as well as to other members of the industry if they wanted it, 
just as is the case with all of the accessories which we manufacture for 
our own use. We sell them quite extensively to other mermnbers of the 
industry, which is good for them, apparently, otherwise they wouldn’t 
continue to buy from us.’ 








LXX 


Page 
3647 


3648 


3649 


dbo0 


3651 


36052 





DIGEST OF TESTIMONY 


Mr. Goad pointed out that Borg-Warner has come into the field o 
automatic transmissions and is making them for Ford. Packard, a 
small manufacturer, makes its own as does Chrysler. So volume is not 
the determining factor in the decision to turn out these transmissions 
It is more to the advantage of the consumer to have them made in one 
place, as at GM, because of the increased advantages he receives in thi 
quality of the product. 

Parts made primarily for ornamentation do not involve the engineering 
skill and continuing development that transmissions do. The divisions 
make their own decisions as to whether to make these parts or buy then 
from asupplier. There are advantages to the supplier in manufacturing 
them for more than one division. 

The accessory divisions which sell parts to other manufacturers con 
pete for this business. GM buys some parts from other car manufac 
turers, but in insignificant quantities. 

If a division sells to outside manufacturers it sells at about the san 
price it charges another division, because it is competing with other 
firms for the business. 

It is sometimes very difficult to know if accessory divisions are selling 
at the same price to outside manufacturers as they sell to other GM 
divisions because the items sold are very rarely identical. The hydra- 
matics are different even for the three divisions that use them. The 
differences are sufficient to warrant a difference in price, based or 
differences in cost. This same factor would be of major consideration 
in setting prices to other manufacturers, along with the general costs of 
selling 

There is no set policy regarding what percentage of the requirements 
of the car divisions would be procured within the organization and what 
percentage from outside suppliers. 

When divisions buy from outside suppliers, they do not look only to 
price, although that is very important. “But we try to establish 
reliable suppliers, people who are capable, have the engineering, who can 
produce the product in the quantities we want, and deliver it when we 
want it and of good quality. And once a firm gets the business, especially 
in these more complicated items, all of our divisions are slow to make a 
change. We try to give that supplier, whether inside or outside, every 
opportunity to retain the business. 

“Tf some competitor comes along with either a better design or a 
better quality or of the same quality that can be built for a lower cost 
of course he is going to get every consideration.’’ They do not ask for 
bids “for the purpose of driving one supplier price down as against 
another bid.’’ They do not ask for sealed bids—they are negotiated. 

The only item Mr. Goad can think of that is purchased from a single 
outside supplier is glass. Other items are purchased from multiple 
suppliers. 

There are no outside suppliers whose total output is taken by GM 
He knows of no instance where GM takes 50 percent of the supplier's 
output. 

In cases where a particular product is made according to GM speci- 
fications, they do not negotiate with the supplier the various elements 
which make up the price such as cost, overhead, and rate of profit. It is 
the supplier’s business to sell to them. But they do not expect their 
suppliers to price their products sold to GM so low as to not make a 
profit. 

GM has supplied tools to a large number of suppliers who manufactury 
parts to their specifications. The production and use of these tools by 
the supplier is guided by the division that is the purchaser. 

These tools are usually good only for the model run. After the run, 
GM might ask him to ship the tools to them or “ask him to keep them 
and run service parts off of the, in which case there would be a new 
selling agreerent negotiated with him, or purchase agreement, a new 
price established. 

‘“‘He would then have the option of saying whether he wanted to do 
that or wanted to retain the tools and supply us service parts from them, 
whether he would want to ship them to us, and we might put them then 
in one of our service-parts departments, to make a small quantity or we 
might elect to scrap them or we might tell him, ‘We don’t want them 
anymore. Do with them what you please.’ ’”’ 
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Furnishing these tools to a supplier is not a capital investment; it is an 
expense 

In making these supply contracts they provide for minimum quantities 
to be supplied. GM tells the supplier ‘‘approximately how many we 
expect to use, and he sets up his quotation on that basis, and we have 
negotiations with him for the model year’s requirement.” 

Usually the price will not vary over the duration of the contract. 
“But if conditions develop beyond his control, if you had a marked 
change in the basic material costs, for example, he would come back—we 
are always willing to listen, and adjust accordingly.’’ Mr. Curtice 
thinks prices are not firm for more than 90 days. 

The suppliers work on a projection schedule of 90 days, subject to 
fluctuation. 

Inserted in the record at this point a list of various raw materials used 
in automobile production. 

The divisions generally negotiate the contracts with their suppliers, 
with no monitoring by the central office. Therefore, it is possible two 
different divisions would be paying different prices for similar items. 

There is no policy governing the proportion of its requirements a car 
division makes itself and how much it buys from outside suppliers 
Usually, the division will have more than one source of supply for an 
item, so there will be no interruption of production. 

The corporation has the financial resources to make any parts it so 
desires, but this power does not place it in a preferential position with 
suppliers who also sell to other car manufacturers. If the supplier does 
a good job, there is no reason for GM to make this capital investment. 

Mr. Burns said: ‘“‘But the test as to whether you would make a part 
is whether you could get a 20-percent return on investment. Some of 
these parts manufacturers might be required to be satisfied with a much 
lower return than that, because of the risk that if they try to reach your 
rate of return you will make the part yourself.” 

Mr. Goad replied: “I don’t know how I can answer that one. They 
are competing for the business. If he qualifies under the terms I just 
laid down there is no reason why he shouldn’t make a reasonable return, 
a good return, and they do. He wouldn’t have to reach the point that 
you are talking about to retain the business. What you are saving is, 
do we use that as a big stick over him. Wedon’t. It isn’t an effective 
stick in the first place, because when we look at it we put a yardstick on 
it as to what we would expect to accomplish if we went into the business, 
and he is already in that position.”’ 

GM sometimes gives financial aid to its suppliers. ‘‘We have gotten 
out of a number of businesses we went into with the thought that we 
could do a good job and have since decided that we couldn’t, and got 
out.” 

Inserted at this point in the record an exhibit showing companies 
General Motors was once in but has disposed of. 

Mr. Goad does not know if the charges filed by the Department of 
Justice against Bendix and General Motors and other, charging monopoly 
of the hydraulic brake system industry, had any influence on GM’s deci- 
sion to sell its stock interest in Bendix Aviation. He said, ‘We dis- 
posed of Bendix because, primarily, it was an instrument manufacturer 
and so far as we were concerned headed in the aircraft direction * * *.” 

Mr. Donner and Mr. Bradley had no recollection of the subject having 
been brought up in meetings held prior to the sale of the stock. 

Mr. Goad read to the subcommittee the list of firms General Motors 
had disposed of, starting with 1921. 

This list “definitely shows General Motors’ trend in getting out of 
any business in which we can’t make a real contribution in engineering 
and technical know-how.” The only company acquired by GM in the 
last 15 years is Euclid. 

GM was in manufacturing in the aircraft industry through the Buick- 
Oldsmobile-Pontiae divisions during the war, but as soon as the emer- 
gency was over they got out of the field. 

About 7% tons of steel will be purchased from numerous suppliers in 
the steel industry in 1955. 

Figures showing the amount of flat rolled steel products procured by 
GM in 1955 inserted at this point. 








LXXII 


Page 


360605 


B6H06 


HHO 4 


b004 


3670 


3601 


201d 





DIGEST OF TESTIMONY 


Mr. Curtice listed the percentage of GM requirements obtained from 
various steel suppliers. 

GM _ has, in recent years, lent money to steel companies. 

Mr. Donner said: ‘‘We advanced funds in 1949 and 1950 to two 
United States suppliers of steel. One was the Republic Steel Corp., 
$40 million. The other was Jones & Laughlin Steel Corp., $28 million. 
In 1953, we advanced $25 million to McClouth Steel Corp.” This 
money was advanced to help increase post-war capacity in those com- 
panies. 

GM _ was to be repaid on the basis of tonnage shipped to them, at so 
many dollars per ton. Mr. Curtice told the Subcommittee: ‘‘Simul- 
taneously, we were greatly involved in this matter of conversion steel. 
That is where there was an unbalanced situation in the industry, greatly 
unbalanced in the various companies, as between their capacity to pro- 
duce ingots, to finish them into slabs, and then into the finished sheet, 
or rod, or in the form that we needed. So that we would buy the ingot 
at one place and move it to another plant to have it processed into 
finished steel. 

“You may be interested in what that activity represented in the 
increase of capacity that would not have been created had we not under- 
taken to pay a very substantial premium, but to get the steel.’? This 
was undertaken in 1947, 

Steel requirements are still growing, and steel companies are expanding, 
but so far none of them has gone to GM for financial assistance in the 
new prograls. 

GM does not have an advantage over the smaller car manufacturers 
because they also finance steel companies. GM's assistance in develop- 
ing and enlarging steel facilities helps any steel users because it is just 
that much added capacity. 

Senator O’Mahoney said it was his understanding that ‘‘a buyer of 
steel who wants that steel to make freight cars, barrels, or baby carriages, 
or any other commodity using steel, is confined to the quota received in 
1953 or 1954, whereas the automobile industry is getting a very much 
larger quota.”’ It used about 19.5 pereent of all steel produced in 1954. 
Mr. Curtice explained that was the historical position, that this position 
hasn’t changed much over the years except when the Government 
curtailed automobile production. 

The Senator said it seemed if GM were held to a quota the way other 
manufacturers are, it wouldn’t be turning out as many cars as it is and 
the dealers would not be so greatly pressured, to sell. Mr. Curtice said 
“the steel industry was greatly distressed over the low rate at which 
they operated in the year 1954, which was well below 70 pereent. And 
vet they were selling every ton of steel they could find a buyer for.”’ 
This indicated other types of manufacturers could get the steel if they 
wanted it. 

In the event GM projections showed there would be inadequate steel 
supply at some time in the future, they would first approach the steel 
industry to find out if they were going to do something about the 
situation. If steel people said they were not, then GM would have to 
give serious consideration to making their own. 

General Motors spends about $100 million each year on advertising. 
The institutional advertising is a small percentage of the total; auto- 
mobile advertising is a very high percentage. 

The total is not allocated among the divisions. Each division builds 
its own program and arranges for its own advertising, then the total is 
reached by adding them all together. 

Institutional advertising is a central office expense that is allocated 
as a special charge against the divisions. 

GM’s tremendous advertising program helps shape public acceptance 
of a certain stvle of ear, “but the product must be good looking in order 
for it to be suecessful’’ in attaining this acceptance. 

Mr. Burns said: ‘The statement was made before this committee 
hat the problem of dealing with the public is that when they see some- 
hing over and over again, they begin to accept that as the standard.” 

Mr. Curtice: “I suspect that would be one man’s opinion to which I 
would not subseribe. But if what they see is good looking, then there 
isn’t any question about it.”’ 
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Television has become a very important factor in selling GM auto 
mobiles 

Discussion on procedural matters 

Mr. Hufstader read his prepared statement, beginning with a 
statement of identification 

There are varving definitions of the word “‘retailer.’’” At one end is the 


truly independent merchant At the other is the agent, who is neither 
“practically nor legall independent.’’ Generally speaking, ‘‘the 
automobile dealer’s relationship to the manufacturer lies somewhere in 
between these two extremes * * * Legally he is not the agent of the 
manufacturer. Yet, in his community he is looked upon as the manu- 
facturer’s ‘representative.’ The goodwill and degree of business success 
} 


he is able to earn in his community depends importantly upon the 
quality and value of the product with which the manufacturer has 


provided him. Conversely, the good will and success the manufacturer 


enjoys in all markets, throughout the country, are determined it 
substantial degree by how well his ‘representatives’—the dealers 
perform their functions In other words, an unusual mutuality of 


interest exists between the automobile manufacturer and the dealer 

Unlike thousands of items customers buy ‘off-the-shelf’ every day 
the automobile is an unusual product in a number of respects. This 
fact has important bearing upon the factory-dealer relationship.’’ For 
me thing, the automobile is a very complex mechanical product, usually 
operated by people with little or no mechanical knowledge and skill. 
It is sold through thousands of retail outlets and represents a large 
investment for the average purchser. Today most new car purchases 
nvolve the trade of a used 
facilities 

Che facilities and organization required by the dealer to effectively 
display, sell and service automobiles necessarily represent a substantial 
investment. Similarly, the manufacturer requires substantial investment 


and an organization to design and produce progressively better cars in 





car.’’ So dealers must have adequate servicing 


l 

In tne automobile industry the franchise relationship has been evolved 
as the approach best suited to our type of product and to the mutuality of 
interests existing between manufacturer and dealer It i designed to 
serve those interests and the interest of the customer. 

The agreement between the manufacturer and the franchise holder 
sets forth the conditions governing the purchase at wholesale of 
automobiles by the dealer The latter is obligated to purchase only 
when he places an order, and not otherwise, although a commitment to 
purchase is undoubtedly implicit in the Agreement. The manufacturer 
on the other hand, has no obligation to sell until he accepts an order 
Avain a commitment is implicit in the Agreement.” 

One unique feature of the franchise approach, not present in similiar 
relationships, is the assistance rendered the car dealer by the manu- 
facturer. 

‘All enterprise involves risk and this is as true of automobile retailing 
as it is of automobile manufacturing. The dealer, often assisted by the 
manufacturer, provides capital for his facilities.” Under normal business 
conditions, his business remains fairly stable, but “‘this investment in 
facilities becomes a calculated risk for the enfranchised dealer. A greater 
risk assumed by the dealer is his complete reliance upon the manu- 
facturer to supply him with a saleable product that has customer appeal 
The dealer’s profits are satisfactory, or less than that, depending upon 
how well he controls his operating costs and expenses. But the opportu- 
nity for profit is created by the manufacturer in the first place.”’ 

A manufacturer has the same risks of investment and ability to turn 
out a saleable product, but he also has other risks to consider, such as 
the high cost of tooling, obligations resulting from the warranty of his 
product, ‘“‘and from legal liabilities in the event a defective part or care- 
less workmanship in the assembly of the product results in property 
damage or personal injury.” 
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After covering the risks and responsibilities of dealer and manufacturer, 
he said, “It is clear that the manufacturer assumes the greater risks and 
bears the ultimate responsibility to the customer. It is the manufac- 
turer who creates the franchise in the first place. Hence he should be 
in the position to dispose over it, while affording reasonable protection 
to the dealer for his investment and his business. 

“This ability to dispose cannot in any sense be shared with the dealer. 
The manufacturer must be in a position, based on his judgment and on 
his judgment alone, to retain a franchise, to grant it, or to withdraw it.”’ 

In his opinion, the l-year franchise is a logical and sound development 
and, ‘‘We are still of that opinion, despite the offer now outstanding with 
our dealers to extend the term of the current 1 year’s agreement to 
5 years, * * * In our selling agreements, the dealer is given no right 
of assignment but he did have and still has the right to terminate on 
30 days’ notice.”’ 

A successful franchise arrangement embodies mutuality of good faith 
and trust. This is borne out by the fact that most GM dealers have 
prospered and “fare among the most successful small-business men in the 
country. Furthermore, the value of a General Motors franchise has 
never been greater than in the period since the war.”’ At the time, there 
are 4,976 applications for franchises on hand. 

In the early days of the industry, the dealer was primarily a mechanic 
with none of the benefits he now enjoys. 

Mr. Curtice has worked for many years building up good relations 
between the dealers and the corporation. 

After the war, there was such a pent-up demand for cars the dealers 
and manufacturers could not begin to keep up; but even at that time 
they tried to maintain high standards of service and value. ‘‘We en- 
deavored to indoctrinate our dealers accordingly. In several instances 
we found it necessary to withdraw our franchises where transgressions 
had gone beyond the bounds of good business conduct as defined by the 
selling agreement.’’ 

During this period of shortage the dealers were assisted in taking care 
of their customers by the “Sloan plan,”’ which provided that ‘dealers 
who retained their franchises through the war were assured a supply of 
cars proportionate to requirements of their territories as indicated by 
prewar experience, once production was resumed.”’ 

Mr. Hufstader went to Detroit with Mr. Curtice in 1948 when Curtice 
became executive vice president of GM. One of the first problems they 
had to cope with arose out of the abolition of the so-called territory- 
security provision. Buyers were willing to pay high prices at that time. 
“Most manufacturers kept their prices at levels justified by the eco- 
nomics of the situation. Many dealers, however, reaped great profits.’ 
Many customers blamed the manufacturer for the exorbitant prices and 
thought they should stop the practices. However, GM’s lawyers ad- 
vised they could not legally set the price of cars sold at retail. 

‘A similar price situation has arisen in the current competitive market, 
for a different reason. It is the so-called pack * * *” Although it is 
nothing new, it has become more general in the automobile markets 
“and also more serious in terms of dollars to the customer. Many 
dealers who did not hold with price-packing in the first place had to 
go that route in self-defense, to meet competition. Again, the manu- 
facturer is powerless under the law to remedy this situation.” 

Manufacturers and many dealers oppose the practice of bootlegging. 
An attempt was made on the part of General Motors to counteract this 
practice by including in the selling agreement a provision which would 
have enabled GM to repurchase from the dealers cars they wished to 
dispose of through wholesale channels. The Antitrust Division of the 
Department of Justice would not waive institution of criminal proceed- 
ings in the event they wanted to test the legality of the provision, so it 
was not incorporated in the agreement. 

On January 14, 1955, Mr. Curtice sent a letter to all GM dealers 
“embodying the same proposal as was incorporated in the clause sub- 
mitted to the Attorney General without, however, making it mandatory 
as far as the dealer was concerned.”’ 
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Mr. Hufstader told the committee: ‘Mr. Yager, a General Motors 
dealer, and other witnesses appearing before you voiced complaints 
concerning territory security, price-packing, and bootlegging. Like 
many other dealers, and despite anything we can say, Mr. Yager appears 
to be of the opinion that we condone and even encourage these prac- 
tices from selfish motives. As I have just shown, there is nothing we 
can legally do about any of them. It should be clearly understood 
that after the manufacturer produces and sells his product to his enfran- 
chised dealer, new cars can come to the market place only from the 
enfranchised new-car dealer.” 

In spite of the forecasts of a downtrend in the economy, GM under- 
took postwar expansion programs and encouraged the dealers ‘‘to look 
and plan ahead with similar vision.”” Many of them did just that and 
they “are not worrying about keeping their heads above water in the 
competitive current.’”’ Those dealers who were not so foresighted are 
now having trouble keeping up with the competition. 

GM could have prepared to serve the expanded market by appointing 
additional dealers, but they did not do it “except in those areas where 
the population had increased to such an extent as to make it absolutely 
necessary. In the main, there has been no overall increase in the 
dealer body.” 

As competition increased many dealers realized the value of volume 
selling. ‘“‘These dealers are sometimes deprecatingly referred to as 
‘wheeling and dealing’ dealers. I do not think any deprecation is 
warranted. For these are the dealers who work at their jobs * * * 
Experience shows that through effort, good business sense and, above 
all, good service to the customer, the volume dealers realize a better 
return on sales than do those who prefer to wait for business to come 
to them. And, of course, since volume dealers turn over their capital 
about three times as fast, their return on investment is that much 
greater.’ 

Inserted at this point in the record a chart showing ‘‘three important 
ratios’”’ of GM dealers. 

General Motors has tried in many ways to work with their dealers 
and help them take advantage of expanded opportunities, some of which 
have been misunderstood by the dealers. ‘‘Dealers who have solved 
their problems and correct their situations in the competitive market 
recognize the factory contribution as a cooperative effort. Others may 
call it a coercive effort.”’ 

‘‘A General Motors dealer who fails to measure up is given an oppor- 
tunity to right his situation. He is given help with his problems. Non- 
renewals of selling agreements, although naturally somewhat higher in 
the recent competitive years, are still relatively low. To minimize 
human error and to insure proper consideration of all the facts and 
circumstances, the complete zone and regional files of a dealer are 
reviewed by the division’s central office sales staff before notices of 
cancellation or nonrenewal are served. The general sales manager 
must approve the action.” 

The distribution staff is in Detroit, and functions in the tield of sales 
and service. ‘Its functions are to operate on the staff basis, cooperating 
with the divisions to gather and evaluate information to work on the 
development of policies for the benefit of our dealers and our customers.”’ 

Even though GM has offered a 5-year selling agreement to its dealers, 
the corporation could still terminate the contract for cause. 

Mr. Hufstader read the parts of the Chevrolet contract covering 
reasons for franchise termination by dealer or GM. 

In many paragraphs of the contract the decision as to whether a 
contract should be terminated or not is left entirely to ‘‘the seller,” 
General Motors. 

In the event a dealer was not developing his market to the satisfaction 
of GM, the sales agreement would not be terminated—but his l-year 
franchise would not be renewed. However, this policy would not 
apply under the newly announced 5-year sales agreement. 
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The question had been posed whether, under the 5-year plan, a termi- 
nation for failure to penetrate the market, imposed in the middle of the 
term by GM, could be tested in the courts. Mr. Hogan said: ‘That 
whenever an issue comes up we will raise what defenses we think are 
proper. Now, what the defenses that we raise at that particular time 
will be, I do not know,”’ 

Under the old 1-year contract there was no necessity for cancellation 
If a franchise were simply not renewed at the end of the year, the dealer 
was out; he had no case to test in the courts. Now the question arises 
as to whether a dealer would have a real case or whether GM could 
plead before the court in such @ way as to block the dealer’s suit. Mr. 
Hogan said, ‘‘Under the law as it stands now, I could do that.” 

Both dealers and General Motors plead lack of mutuality in the 
contract, 

Some dealers have brought suit in the courts when contract have been 
terminated because the dealer had not developed the sales territory to 
the satisfaction of GM. Some suits have been won by the dealers, 
some have not. ‘So from that standpoint,’’ Hogan said, “there seems 
to be conflict as to the law.’’ Under section 25 of the contract the 
dealer still can appeal to the dealer review board, however. 

There were seven cases of nonrenewal of franchise heard by the 
review board in 1955, All of them were decided in favor of General 
Motors divisions. 

There had been letters sent to dealers, stating they should bring per- 
formance up to par by June 1, 1956, or October 31, 1956, or their fran- 
chises might be terminated. Mr. Curtice said those notices had all 
been “‘brushed aside” by the telegram he had sent notifying all dealers 
their franchises would run for a 5-year period. 

Continuing nonperformance would be cause for termination of the 
o-year contract. 

There is no determination made at the beginning of a new car year 
as to the percentage of the total market each make should have. ‘‘The 
overall market is appraised and discussed,’ Mr. Hufstader explained, 
“what is estimated will be the trend of the market, based on population, 
income, all those factors.’’ But no set percentage of market is assigned. 

However, the divisions may set a monthly sales quota which might 
be carried to the zone or dealer level, as these figures represent sales 
objectives. 

The determination as to whether to set a sales quota is made entirely 
by the division; the distribution staff would have nothing to do with it. 

Inserted in the record at this point a document entitled ‘General 
Motors Dealers Capital Standard Program.”’ 

The “planning potential’? mentioned in the document “is merely a 
guideline to discuss with the dealer what is considered to be a reasonable 
over-the-business cycle potential for the territory.’’ The figure used 
does not represent a quota of cars the dealer must take during the year. 


Tuurspay, DECEMBER 8, 1955 


Senator O’ Mahoney inserted in the record commendatory telegrams 
received by him. 

Mr. Hufstader presented General Motors statements rebutting state- 
ments made before the subcommittee by various dealers. The first 
was in regard to the Yager Pontiac Co. of Albany, N. Y. 

Mr. Yager started business with $5,000 of his own money and $5,000 
borrowed money, and a capital advance of $30,000 from the Motors 
Holding Division. As of October 31, 1955, he had made total gain 
of more than $1 million. Although total registration of new cars in 
the Albany area has increased, Mr. Yager’s sales have declined. This 
“inadequate performance’’ was brought to Mr. Yager’s attention by the 
sales department of Pontiac. 

Yager’s financial statement for 1955, through October, shows a total 
gain of $81,898. He devotes about half his time to the automobile 
business, so was asked to give more time and attention to it. In April 
1954, Yager applied for an additional Pontiac dealership that was open- 
ing up in a nearby community, but ‘‘made it very clear that he did not 
intend to spend more than 6 months of his time in any automotive 
activities in which he was then or might later become engaged.” 
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“As late as October 25 of this year, Mr. Yager mentioned that he had 
heard that another Pontiac dealer point was available and for sale in 
New York State and he wished to go on record and make application 
for this dealership or any other in addition to his Albany dealership. 
This action on his part does not seem consistent with his conclusion that 
all the ethics, dignity, and fun have gone out of the automobile business.” 

Mr. Yager’s statement, “A basic and fundamental human desire and 
need is a reasonable degree of security and tranquility,’”? was made in 
the ‘‘wrong forum.” 

Mr. Yager presented his rebuttal 

The second rebuttal statement was in regard to L. C. Anderson, a 
Pontiac, Buick, Chevrolet dealer of Lake Orion, Mich. Contrary to 
Anderson’s statement, Curtice did not call him a “‘red.’”’ It is possible, 
however, that he heard Mr. Curtice addressed as “‘Red”’ in a side diseus- 
sion, as it is @ common practice with Hufstader to use that nickname in 
addressing Curtice. 

“Between July 1954 and May 1955, Mr. Anderson had five meetings 
with Mr. H. E. Crawford, general sales manager of Pontiac Motor Divi- 
sion. At each meeting he expressed his entire dissatisfaction with, and 
objection to, the Pontiac Motor Division policy of granting discounts 
on Pontiac cars to employees with management responsibilities.’’ The 
first meeting was a result of Anderson’s having sent Hufstader a copy 
of his Arithmetic of Disaster. Anderson was told that the employee 
discount plan enabling an employee to buy up to 3 cars a year had been 
discontinued. 

Crawford told him Pontiac would continue to allow employees to buy 
one car @ year at discount on condition the employee keep the car until 
introduction of next model. 

At meeting with Crawford in August 1954, Anderson’s attention was 
called to the new policy of having delivery of discount cars made through 
Pontiac dealer outlets instead of through the factory new car conditioning 
department At this same meeting, Anderson said he might want to 
sell out and Crawford assured him “‘if he wished to proceed in that 
direction, Pontiac would endeavor to assist him in every way possible” 

December 6, 1954, Mr. Anderson presented part 2 of Arithmetic of 
Disaster to Mr. Crawford, and said he still felt that he would sell out if 
Pontiac continued its discount policy. 

December 31, 1954, at the fourth meeting, Anderson again objected 
objected to the Pontiac employee discount plan. He also acknowledged 
that “some of the information in his Arithmetic of Disaster was possibly 
favorably distorted because he was essentially a salesman.” 

Crawford pointed out to Anderson that Pontiac had not required 
him to invest as heavily as he had in elaborate dealership facilities 
Pontiae only required they be adequate. Also pointed out that Ander- 
son had done quite well in the years 1946-54. 

“Mr. Crawford suggested that Mr. Anderson quit complaining about 
employee discounts and go to work and attempt to be the aggressive 
dealer he had been. He was told that if he didn’t have confidence and 
respect for Pontiac’s policies, then he should be man enough to step 
aside and let someone else take advantage of the opportunity. At the 
close of the meeting, Mr. Anderson stated that he intended to go back 
to work and continue to be a Pontiac dealer unless Pontiac terminated 
him. 

May 6, 1955, Anderson wrote Crawford protesting the discount plan 
and accusing Pontiac of selling cars through its retail store at prices lower 
than dealer prices. This was followed by a meeting at which Anderson 
said the figures used in his letter were wrong. He could not prove his 
claim that the retail store had increased retail sales in excess of 800 cars 
by granting substantial discounts. ‘‘He had overlooked the fact that 
Pontiac Motor Division was then delivering employee discount cars, 
except those of executive employees, through the retail store rather than 
the Pontiac new car conditioning department.’”’ He was again told 
Pontiac intended to continue its employee discount policy. Anderson 
stated he would write no more letters about this policy and would have 
no further dealings with GM at the divisional level. 
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However, on June 3, 1955, he again wrote Crawford “misrepresentir 
the statements made by Mr. Crawford at the earlier meeting.” O 
June 7, Anderson spoke at the Oxford Rotary Club in Oxford, Mic} 
criticising “the automotive industry generally, and by implication the 
Pontiac Motor Division in particular, for their employee discount plans 

Pontiac advised him on June 27 that the June 3 letter misrepresented 
Crawford’s conversation on May 25 “and indicated that he was entire] 
dissatisfied with his relationship with General Motors Corp. His atter 
tion was directed to the allegation, ‘corporate tyranny which seems to 
govern the Pontiac Motor Division relationship with its dealer in Lake 
Orion.’ He was advised that since he seemed to be irrevocably committed 
to complete disagreement with General Motors policy with respect to 
employee discounts, it would be impossible to continue a successful 
business relationship.”’ 

Anderson’s statement that GM had established a rival dealer wit! 
2,500 yards of him is false, Hufstader said. 

It is also untrue that Curtice ordered the three general sales managers 
of Pontiac, Buick, and Chevrolet to terminate his selling agreement 
Crawford made the decision not to offer him a new selling agreement 
and the others followed suit. 

“There is no substance to Mr. Anderson’s charge that he was oblig« 
to lose money in providing warranty service on cars sold to employees 
under the discount plan.’’ There may have been some small losses b 
dealers, but the warranty policy covers all Pontiac cars, including thos« 
sold to employees at discount 

Discussion on automobile licensing practices in Michigan. 

A dealer who advertises company cars or executives’ cars for sale may 
not be misleading the public, although it may be true at times. 

Mr. Curtice said if Senator O’Mahoney wished to question any 
dealers’ advertising practices he would have to ask the dealers about it 
because GM has nothing to do with their advertising practices. 

Explanation of the warranty adjustment and discussion of its pro 
visions 

Mr. Anderson presented his rebuttal. 

Statement regarding the statement of J. Ed Travis, president, Travis 
Service Co., St. Charles, Mo. There was only one dispute with Mr 
Travis, which “related to his apparent unwillingness to organize his 
operation on a basis that would permit him to compete effectively in t] 
St. Charles market with other automobile dealers handling competing 
lines of merchandise.’ 

His penetration of the Buick market was consistently low over the 
years when compared with average of all Buick dealers. Althoug! 
Travis said he would take remedial action, it was not done, ‘‘conse- 
quently the dealer’s selling agreement was allowed to expire, in accord- 
ance with its terms, on October 31, 1955.” 

Travis’ statement that he received notice in August 1954, that his 
Buick franchise would be renewed November 1, 1954, was probably i: 
error as the practice of notifying dealers was discontinued in 1950. 

Mr. Hufstader read into the record a memorandum which refuted the 
Missouri Automobile Dealers Association resolution stating that GM 
had not helped Travis dispose of tools and special equipment that hi 
had acquired. 

Travis’ penetration of the Pontiac market was also unsatisfactory) 
when compared with the national average, and this was specifically 
brought to his attention in January, February, March, and April 1955 
June 28, 1955, the zone manager told him that “in view of his continued 
failure to satisfactorily develop the sale of Pontiac motor vehicles, he 
had recommended that the dealership not be offered a new selling 
agreement upon expiration of the then current agreement on October 31, 
1955.”’ The zone managers’ decisions in this case were approved by th¢ 
general managers of the divisions. 

The memorandum Hufstader had read setting forth various provisions 
for return of tools and special equipment Travis had acquired was written 
after the resolution had been adopted by the Missouri Dealers Associa- 
tion. However, the arrangements had been made previously, and were 
not prompted by the resolution, he said. 

Mr. Travis presented his rebuttal. 
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Statement regarding statement of James T. Hamrick, Hamrick 
Motors Co., Mobile, Ala. His statement that the Oldsmobile division 
sold cars to others at less than dealer’s cost is untrue. In the case 
mentioned by Mr. Hamrick, someone at the factory goofed and neglected 
to collect the unpaid balance due on the car, after a downpayment on the 
car had been made in Japan. 

GM records do not show that any factory representative ordered 
Hamrick to expand his facilities—that he acted on his own initiative. 
Oldsmobile did not require him —or other dealers —to include accessories 
and optional equipment on a set percentage of orders submitted to the 
factory. The policy is that “the dealer may order his cars without any 
accessories or special equipment whatever.’’ There are, however, times 
when a limit is placed on the percentage of such equipment a dealer 
may order, due to materials shortages, etc. 

The number of automobiles available to a dealer is adjusted to his rate 
of sales. “By this we mean that if the dealer’s sales fall off, a downward 
adjustment is made in the number of cars made available to him, and 
if his sales increase an upward adjustment is made.’”’ Hamrick’s pene- 
tration of the Oldsmobile market was far below the zone average and 
even lower when compared with the national average. Also, he had on 
hand more days’ supply of cars than other dealers in the zone. 

He declined the division’s offer of an opportunity to expand his volume 
of business because he did not wish to increase his capital investment 
and facilities. The situation was ‘repeatedly discussed with Mr. 
Hamrick without results.’’ The selling agreement was allowed to 
expire on October 31, 1955. 

Statement on the statement of Don B. Robbins, Fort Smith, Ark. 
Robbins’ complaint, in substance, “‘is that the car distributor gave little 
attention to the preference sheet submitted by the dealership, and 
shipped a disproportionate number of higher priced cars (Buicks) which 
resulted in an unbalanced inventory. 

GM records show that he consistently had a better-than-average 
supply of ears on hand, and about 70 percent of the total new-car stock 
was in lower-priced Special and Century series. Buick never refused to 
ship him new cars for which he had specific orders, but did, however, 
refuse to give preference to his orders from time to time. 

“This dealer’s difficulties did not arise from the distribution system 
of Buick motor division, as he would have this committee believe, but 
from his own demonstrated inability to organize and train an adequate 
sales force to merchandise the inventories that he had on hand.” 

Robbins’ charge that Buick appointed 8 stimulator dealers within a 
radius of 100 miles of him ‘‘and that these dealers operating on low 
overheads made it impossible for him to meet the trading practices of 
the bootleggers in his territory,” is not true. Buick does not have 
stimulator dealers, but does appoint new dealers to serve a market 
after careful study shows justification for the move. 

Another of Robbins’ complaints was that he was not allowed to choose 
a carrier to transport cars from the factory to him. Buick has more 
than 3,500 dealers throughout the 48 States, so, “If each dealer were 
permitted to select his own carrier, the orderly flow of finished auto- 
mobiles from the plant would be conditioned upon the timely arriv al of 
these numerous independent haulers.’”’ Therefore, his proposal ‘is com- 
pletely unrealistic in view of the space limitations, timing and cost 
factors.” 

Mr. Robbins presented his rebuttal. 

Senator O’Mahoney said this type of centralized control by the cor- 
poration, epitomized by the dealers’ inability to choose their own carriers, 
is one of the things that is agitating the dealers. He was not attempting 
to judge if they are right or wrong. 

Mr. Hufstader said they were not trying to be dictatorial in maintain- 
ing this type of central control. They are merely trying te work out 
the problem ‘‘as equitably as we know how for the dealers’ interest and 
in relation to our particular problem.” 

The Senator explained that ‘“‘the picture we are developing here il- 
lustrates the great task of American citizenship, and that is to establish 
a rule of understanding between big industrial management and the local 
business so that both can live.” 
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Statement submitted with reference to testimony of S. W. Fraser of 
Billingsley Motor Co., Portland, Oreg. Fraser testified and inferred 
that Pontiac’s efforts to interest Mr. Work, owner of Billingsley Motors, 
ii making financial investments in other Pontiac dealerships amounted 
to badgering him, and that they were questionable business ventures. 
However, Mr. Hufstader showed that Mr. Work had had excellent 
returns, over the vears, on his investments in Pontiac dealerships. 

In 1953, when the market became competitive, a conference was set 
up by Pontiac to discuss ways of improving Billingsley’s position in the 
market. The zone manager suggested they build a stronger sales force 
so as to be able to compete more effectively, and Fraser agreed. 

Frequent followup contacts were made, but no progress was made by 
the dealership in development of its sales management and organization. 
At a meeting held September 13, 1954, with Mr. Fraser and Mr. Work 
at the zone office, they were again advised of the deficiency of the 
sillingsley operation. 

“Thereafter in confirmation of the discussions at the September 13 
meeting, Mr. Work was advised of these deficiencies by letter dated 
September 15, 1954. He was also advised that unless satisfactory im- 
provement was made at an early date it was not the intention of Pontiac 
motor division to offer Billingsley Pontiac any further selling agreement 
beyond the expiration date (October 31, 1955) of the agreement, which 
he would receive the following month.’”’ Many contacts were subse- 
quently made by zone and regional personnel in an effort to help and to 
encourage a correction of the problem. 

Inserted at this point in the record a chart showing unsatisfactory sales 
performance of the dealership. 

While an improvement was shown in 1955, “‘it still lacked the degree 
of effort required for a large metropolitan dealer to operate in an expand- 
ing market. Therefore, Pontiac motor division advised the dealer on 
July 26, 1955, that a new selling agreement would not be offered to 
sillingsley Pontiac Co. upon the expiration of its then current selling 
agreement in October 1955.” 

Later, an invitation was extended to Mr. Work for a conference in 
Pontiac, Mich., which took place October 18, 1955. Mr. Fraser accom- 
panied Mr. Work to this conference. No new information was presented 
at the conference which would cause Pontiac to reverse its decision, and 
Mr. Crawford so advised Mr. Work on October 20, 1955. 

Fraser testified that Pontiac shoved 60 cars to him in 10 days in 
October 1955. Hufstader presented a chart showing the cars actually 
sent. 

Fraser charged that the new dealer that replaced Billingsley does not 
have adequate facilities and that Billingsley is doing their service work. 
Meadows Pontiac, the new dealership, has adequate temporary facilities 
and will have satisfactory permanent facilities by October 31, 1956. 

Meadows told someone from the zone office that “the has neither had 
any arrangement, nor does he expect to have any arrangement with 
Billingsley Motor Co. to do any of his service work.” 

Hufstader continued, ‘From Mr. Fraser’s testimony with respect to 
Pontiac’s cooperative price advertising, it is apparent that he does not 
have a working knowledge of the policies under which Pontiac motor 
division’s price advertising is released.” 

After talking with anyone who might have had anything to do with the 
matter, it is denied that another dealer, in Hillboro, Oreg., was told that 
if he didn’t take more new cars at the end of the 1955 model year he was 
through. It is also denied this dealer was told he wouldn’t get any new 
cars when they came through. 

It is further denied that a small dealer in Gresham was told if he did 
not take a certain number of cars his franchise would not be renewed. 

Mr. Fraser presented his rebuttal. 

Statement concerning testimony of J. B. Silaz, Jr., Oldsmobile dealer 
in Conway, Ark. Submitted a table showing that Silaz had not had to 
turn to other overloaded dealers to obtain enough cars to meet the 
demands of his customers, 
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“Our records further show that Mr. Silaz’ registrations in the Conway, 
Ark., zone of influence totaled 88 and that he disposed of 79 units outside 
of his zone of influence. If the territory security provisions—which 
some dealers say would be a deterrent, if not a cure-all for bootlegging— 
were in Mr. Silaz’ selling agreement, he would be subject to a penalty 
with respect to these 79 unit sales, if he were caught.” 

In answer to the charge that Silaz had been forced to take delivery of 
cars at points 175 miles away, Mr. Hufstader explained that ‘under 
standard operating procedure the Oldsmobile division deliveries of full 
loads, and by this we mean 4 cars by carrier, are made to the dealer’s 
door. Split loads—a truckload of 4 consigned to 2 or more dealers—are 
shipped to the most convenient point for the dealers being serviced.’’ 
If a dealer orders less than a full load they may be delivered to the nearest 
available warehouse space, which may vary as to location, occasionally 
being quite distant from the dealer The decision to take delivery from 
the warehouse rests with the dealer 

Regarding Silaz’ testimony that he had been required to buy a Sun 
testing machine, Hufstader said: “In our opinion this testing equipment 
or its equivalent is essential for dealerships if they are to provide satis- 
factory service to owners of modern automobiles.” Silaz had contended 
the Oldsmobile division had selected an operator for him and required 
him to send the man to school, later finding out the operator was illiter- 
ate. GM denies this, saying it is against their policy and no such recom- 
mendation was made 

‘‘The dealer testified that at the time he entered into his selling agree- 
ment with Oldsmobile in 1949, Oldsmobile insisted that he purchase a 
stock of parts for 1946 through 1949 models. The dealer also testified 
in respect to a question by Senator Wiley that there was no provision in 
the Oldsmobile selling agreement covering this matter’. To the con- 
trary, there is a provision requiring dealers to be able to service not only 
current models but models for the preceding 3 years. There is also a 
provision for buying back unused or unwanted parts from dealers at the 
dealer’s cost 

Hufstader maintains it is untrue that Silaz was forced to buy a plastic 
hood for display purposes. Further, dealer is not forced to subscribe 
to publications, as Silaz had contended. 

Complained that he was required to purchase special tools from Olds- 
mobile even though there was no requirement for it in the selling agree- 
ment. However, paragraph 21—E of selling agreement requires dealer 
to buy certain special tools from manufacturer. 

Said he had never been visited by anyone except the district manager. 
GM records show he was called on by zone manager, regional manager, 
and service manager. Silaz’ statement that some 50 dealerships were 
for sale in Arkansas cannot refer to Oldsmobile. 

Hufstader said: “It is our opinion that Mr. Silaz’ displeasure with 
General Motors is based on a fundamental disagreement as to the func- 
tion and responsibility of an automobile retail dealer. Apparently he 
wishes to operate as a new car broker rather than as a dealer,’ which is 
contrary to GM policy. 

Mr. Silaz presented his rebuttal. 

GM statement rebutting the statement of Miller Kaminsky, Chatham 
Motor Co., Ine., Savannah, Ga. ‘Early in 1954 Pontiac called this 
dealer’s attention to the fact that the sales performance of this dealership 
was unsatisfactory; that Mr. Sol Kaminsky, who served in the capacity 
of sales manager, devoted only one-half of his time to the conduct of 
the dealership business; and that the sales force was inadequate in view 
of the sales potential in their area of responsibility.” 

In June 1954, the dealer said he would take action to correct these 
deficiencies, but nothing was done. ‘On September 15, 1954, Pontiac 
advised the dealer by letter that it intended to offer the dealership a 
new selling agreement for the term commencing November 1, 1954, and 
expiring October 31, 1955. However, it advised that this action was 
not to be interpreted as an expression of satisfaction with the operation 
of the dealership.”’ 
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In Pontiae’s opinion, inadequacy of the facilities was second in 
importance to management and sales deficiencies, and inasmuch as these 
deficiencies were not corrected Pontiac advised the dealer on July 7 
1955, that his selling agreement would not be renewed. : 

Mr. Karinsky appealed this action and a meeting was held on August 
3, 1955, at which time the situation was reviewed and the dealer was 
given ample opportunity to present his side of the case. Amongst other 
things, ‘Mr. Kaminsky testified that orders for new cars were returned 
to his dealership because he had not ordered enough accessories. * * * 
\ll dealers are free to order accessories installed on new cars entirely in 
line with their own judgment.” 

Mr. Kaminsky told the committee he was burdened with large quan- 
tities of undercoating material, but the zone personnel said that at the 
time he bought this underecoating Mr. Kaminsky “expressed a very 
incere desire to get into the undercoating phase of the business because 
the added profit possibilities.”’ 

General Motors statement rebutting the statement of Elden E. Conrad, 
Conrad Motors Ine., Springfield, Ohio. 

“During 1954 this dealership did not have a strong aggressive sales 
organization and as a result they were not able to sell a satisfactory 
number of new cars. Because of a slow used-car turnover, the dealership 
had a nine-day’s supply of used cars.”’ 

In January 1955, the zone manager held a conference with Conrad, 
with Mr. Conrad agreeing that his performance should have been better 
and promising to take remedial measures. Followup contacts were 
made but, as no progress had been made, another contact was made by 
the zone manager on June 21, 1955. It seemed that Conrad’s attitude 
and conversation indicated he was ‘not prepared to operate aggressively 
in the highly competitive market.’’ As a consequence of his inadequate 
performance and failure to make necessary improvements the zone 
manager recommended that no selling agreement be offered Conrad for 
the vear beginning November 1, 1955. 

“On July 7, 1955,Mr. Conrad advised Pontiac that he would be willing 
to discuss the sale of his business with any prospective buyer that 
Pontiae would approve for the franchise. Four days later Mr. Conrad 
changed his mind.’’ After being advised his franchise would not be 
renewed, he appealed the decision and had a conference with H. E. 
Crawford, general sales manager, at Pontiac, Mich., August 16, 1955. 

“During the course of this conference all of the facts involved in this 
matter were reviewed by Mr. Crawford. At the conclusion of this dis- 
cussion, Mr. Conrad advised Pontiae of his decision to sell out and he 
was asked to give that information to Pontiac in writing. The dealer’s 
major concern was what Pontiae would do if the sell-out was not com- 
pleted by October 31, 1955, the date on which the dealer selling agree- 
ment would expire by its terms. The dealer was informed that Pontiac 
would extend his selling agreement until the sell-out could be accom- 
plished.”’ 

The only applicant for this franchise approved by Pontiac was the 
man who took over from Conrad. 

Mr. Conrad presented his rebuttal. 

GM statement rebutting the statement of M. L. Ward, Albany Motors 
Co., Ine., Albany, Ga. He had testified that his agreement was canceled 
because he was not selling as many new cars as Chevrolet thought he 
should. “At no time did Mr. Ward obtain market penetration com- 
parable to national average, and the market penetration obtained was 
contributed to by fringe area dealers.” 

Ward’s operation “has been anything but satisfactory. Over the 
years, in both the prewar and postwar periods, there have been many 
contacts and conferences with Mr. Ward”’ in an effort to improve his 
position. 

Analysis of his financial statements shows that Ward received a ‘‘very 
fair return on his investment.”’ He said that even though his operation 
was very conservative, he was quite content with the salary and profit 
he received. Ward also said “that his other business interests would 
keep him oceupied if he did not have the Chevrolet franchise, but he 
admitted that having the franchise helped his other lines of business. 
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“Chevrolet believes that every consideration and assistance was given 
Mr. Ward during his tenure as a Chevrolet dealer but that due to his 
attitude and continuous poor performance, Chevrolet had no alternative 
but to advise him that upon the expiration of his Chevrolet selling agree- 
ment on October 31, 1955, he would not be offered a new agreement.’ 

The advertising materials he had been requested to purchase were 
‘‘new-product information and announcement dis] materials, both 
of which have proven over the years to be very beneficial to the dealer 
organization.” 

Seemingly, Mr. Ward was referring to the establishment of a United 
Motors Service outlet in Albany when he said a GM parts warehouse was 
being opened in Albany, to be operated by an independent dealer. 

“Tt appears that this dealer’s complaint is against the Robinson- 
Patman Act and the right of an independent merchant to put his own 
price tag on his merchandise, within the provision of that act.” 

Mr. Ward presented his rebuttal 

GM statement rebutting the statement of Sumpter Priddy, Jr., Wilcox 
Motor Co., Waverly, Va. Mr. Wilcox, the sole owner of the company, 
died in December 1954; Priddy ‘‘was never the Chevrolet dealer at 
Waverly and held no personal financial interest in the dealership at any 
time.’ After Mr. Wilcox’ illness, Priddy managed the business until 
the dealership was terminated February 1, 1955. 

“With respect to Mr. Priddy’s qualifications to succeed Mr. Wilcox 
as the dealer, Mr. Loehr was advised by the zone personnel who had 
come in contact with Mr. Priddy that they were not impressed with him 
as a prospective dealer for Chevrolet. Also, Mr. Wilcox, the dealer, 
had indicated dissatisfaction with Mr. Priddy in that he felt that Mr. 
Priddy spent too much time on activities not connected with the dealer- 
ship operation. Furthermore, while Mr. Wilcox was aware of the 
interim selling agreement addendum, he had never expressed any interest 
in executing it on behalf of Mr. Priddy, his son-in-law. If such an 
interim selling agreement addendum had been executed by the dealer 
and Chevrolet, Mr. Priddy would have succeeded Mr. Wilcox as the 
Chevrolet dealer on a probationary basis.”’ 

Priddy called the Chevrolet dealership at Stoney Creek a “booster 
operation,”’ but all indications lead to the conclusion that the two owners 
are ‘responsible and substantial residents of Stoney Creek.” 

Priddy’s letter to Loehr dated January 25, 1955, does not bear out 
Priddy’s contention that “he did not receive due consideration for the 
selling agreement at Waverly.’”’ Also, it is not possible for the zone 
personnel to give as much attention to problems of individual dealer- 
ships as Mr. Priddy seemed to think was warranted in his case. 

“Mr. Priddy suggested that the construction of new facilities was not 
feasible because the rental value for the facilities would not be com- 
mensurate with the investment in the event of retirement from the 
automobile business. He suggested that a dealership facility such as 
the one occupied by Mr. Wilcox would have a rental value in Waverly 
of only $75 a month. However, in dealing with the incoming dealer 
he proposed a rental of $350 per month, and finally the facilities were 
leased by the incoming dealer at $3,600 per year on a 3-year basis.” 

Mr. Priddy felt the sale price was not as much as he considered fair; 
‘the Chevrolet zone management when they became aware of the 
negotiations between Mr. Priddy and the inco~™ing dealer felt that the 
dealer’s asking price was too high and the purchaser’s bid was too low.” 

GM statement rebutting the statement of Ed Hamer, Inc., Sheridan, 
Wyo. In early 1955, the Chevrolet zone manager recommended that 
his Chevrolet-Oldsmobile dealership be undualed because of his un- 
satisfactory price and weight class performance. This was approved 
the Olds franchise to be withdrawn. 

Mr. Hammer appealed this decision and a conference was held at 
which he presented his case. After the conference it was agreed that 
a request would be made for an extension of the dual franchise for the 
next contractual year, ‘‘with the understanding that during that tine, 
the dealer must prove whether he could perfor™ as a satisfactory dealer 
for Chevrolet. If not, it was understood that nonrenewal of the Chevro- 
let selling agreement would be recommended.’”’ Hammer thought this 
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was fair and promised satisfactory performance. ‘‘On the basis of 
Chevrolet’s decision, Oldsmobile rescinded their nonrenewal letter. 
However, a deficiency letter was executed with the dealer by Chevrolet 
on September 20, 1955, confirming the understanding reached at the 
above-mentioned conference.’’ 

A study made of the Chevrolet potential in the Sheridan area indicated 
that an exclusive Chevrolet operation would be profitable there. 

The returns on his initial investment indicate that he has not invested 
his entire savings in the building. 

“Chevrolet records do not indicate whether or not a request was 
ever made to include Mr. Hammer’s son in paragraph third of the 
selling agreement. The current records indicate a son, Richard Hammer, 
as owning a 5.5 percent financial interest. According to Chevrolet 
policy, all individuals named in paragraph third must hold a minimum 
of 25 percent financial interest in the dealership.’’ 

GM statement rebutting the statement of W. E. Bunting, Bunting 
Pontiac, Inc., Selbybille, Del. He has failed to develop a satisfactory 
dealership operation with satisfactory sales performance. 

“On July 27, 1955, a complete presentation of his unsatisfactory sales 
performance was made to Mr. Bunting. He offered nothing in reply 
and stated that he had been seriously considering giving up the auto- 
mobile business and entering another field of activity. On July 27, 1955, 
Pontiac advised the dealer that he would not be offered another selling 
agreement. The dealer made no appeal with respect to this decision.” 

Mr. Bunting presented his rebuttal. 

Senator O’Mahoney said there has been many communications re- 
ceived from dealers and dealers’ organizations protesting the existing 
dealer-factory relationships. Mr. Hogan questioned whether these 
communications represented an organized campaign. 

Quotation from a Clarksville, Tenn., newspaper, quoting dealers who 
are unhappy about their relations with GM. 

Senator Francis Case of South Dakota made a statement expressing 
his interest in the hearings. Inasmuch as dealers, individually, are 
reluctant to criticize the manufacturer on whom they depend for their 
livelihood, communications from dealers’ associations should not be 
discounted. 

The basie problem as the dealers see it is the attainment of a two-sided 
contract. The present contracts with manufacturers—not GM alone— 
are too one-sided. 

The Senator realizes the problems involved are not simple of solution; 
is hopeful these hearings will help in finding the solution. 

Mr. Curtice feels that a board set up by the factory to hear dealers’ 
appeals can arrive at a considered judgment and be entirely impartial. 

Senator Case raised the possibility of setting up an industry appeals 
board or a board which has representatives of the dealers on it as well as 
representatives of the factories. 

Senator O’ Mahoney said perhaps there should be a recommendation 
that the Interstate Commerce Commission be empowered to hear appeals 
of dealers from the appeals board of GM. 

Mr. Hufstader has supervision over parts activity only on a policy 
basis. 

Parts orders have quantities of parts printed in by GM as suggested 
minimum quantities. This is done in an effort ‘‘to be helpful.” 

There is nothing printed in the column marked “Net Price’ on the 
order submitted by Mr. Silaz. The dealer is supposed to get the price 
from a supplemental price schedule. 

Printing in the quantities on parts orders is practiced only on forms 
covering parts for the new model year. Forms used for ordering during 
the year do not have this on them. 

It is possible a dealer, in this case Mr. Silaz, might not understand that 
he did not have to accept the printed quantity, but had an option. 

Mr. McHugh said dealers “have testified that zone managers expect 
them to achieve national average regardless of the economic conditions 
of their local areas. In other words, they are being held to the zone 
averages despite the fact that they operate in communities where 
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Mr. Hufstander replied: “‘Not to my knowledge, Mr. McHugh.” 
Figures are obtained on registrations ‘fon a community basis, and the 
zone manager discusses them with him as far as his area is concerned.” 

Mr. Curtice: ““Whether Mr. McHugh is trying to make the point that 
a depressed locality might not be as fertile territory for the cars that this 
particular dealer represents as for all other makes which are being sold 
in that community—the facts are quite at variance with that If the 
area is depressed so that only 50 percent as many cars are being sold in 
the vear of 1955 as were sold in the year preceding, it affects all makes, 
not just one. So that the economie conditions cannot be pointed to as 
specifically influencing the registrations of any particular make of car 
If it is acceptable to the public throughout the rest of the country as a 
percent, let’s say 5 percent, 5 out of every hundred, it will still be accept- 
able in that community on the basis of 5 out of every hundred, but there 
won’t be quite as many 100’s, vou see.”’ 

Senator O’Mahoney did not quite see how the national average of 
penetration could apply equally to dealers in economically depressed 
areas and dealers in areas of above average income 

Mr. Curtice, however, said the averages do not vary very much from 
community to community. 

There is no set policy regarding the time a dealer may remain below 
the national average before his franchise is withdrawn. They work 
with the dealer in an effort to bring him up to par 

Some dealers have testified that they are threatened with cancellation 
or nonrenewal if they do not outsell competitive make. Mr. Hufstader 
is not aware that company officials make such threats; it is not GM 
policy. 

Knows of no instance where it has been necessary to send instructions 
to zone or district managers cautioning them on the type of sales pressure 
they exert on dealers. 

Dealers are not allowed to bring counsel to hearings of the dealer 
review board. A hearing before this board is not a trial. ‘It is a 
discussion between a dealer and the top-level executives of General 
Motors.” 

Dealers are not supplied with a detailed written statement of reasons 
for denial of franchise. He does, however, have the divisional sales 
manager’s answer in writing prior to appeal to the review board. 

In 1953, 15 appeals were made by dealers to the general sales managers; 
17 in 1954; and 144 in 1955. ‘‘Taking 1955 as a case example, of the 
144 cases that were brought to the attention of the general sales man- 
agers, there were 86 reversed, and the dealer was granted a new regular 
selling agreement: and there were 43 where the original decision to 
nonrenew was sustained.” 

In addition to the dispositions listed above, ‘‘2 were given a new selling 
agreement for a period less than | vear; * * * 1 the original decision 
to nonrenew was sustained, but the dealer was granted an additional 
period of time to conclude his affairs; and 12 sustained the original 
decision to nonrenew, but extended the old agreement pending the 
dealer appeals board.”’ 

Listed disposition of the 24 appeals to the review board in 1955. 

A dual dealer is one who has more than one franchise of GM ears or 
trucks. ‘‘General Motors feels, and has for quite some time, that by 
and large, where the potential is adequate, a better job can be done for 
the dealer on a basis of handling one make of car.’”’ However, “In the 
smaller community where the potential is smaller and it is to the advan- 
tage of the operation, there will be dual dealerships.’ 

Dual dealerships are decreasing while those that handle a single line 
are increasing 

GM has no set poliey for dealing with renewal of franchise of a dual 
dealer who is doing well in sales of one line but not in the other 

If there were a decision to terminate a dual dealership because sales 
were low in one line, the zone managers of the divisions involved would 
discuss the situation between themselves and with the dealer all together. 
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Mr. McHugh said there have been dealers who testified that their sales 
were low and they had been criticized by the company. During 
conferences the zone manager will suggest to the dealer that he write in 
offering to give up the franchise, or that he sign a letter written by some- 
one in GM. Hufstader said this was an implied threat and, ‘“‘There 
is no policy in General Motors that a dealer is threatened; no, sir.”’ 

Mr. Hufstader, however, is testifying in regard to policy as it is set in 
Detroit. It is possible there might be deviations from policy in the field, 
about which he would have no knowledge. 

Senator O’Mahoney said he had many communications from dealers 
expressing the feeling they are up against a problem they cannot solve 
by themselves, because they cannot get equitable conferences, they can- 
not talk to the “high command,” and because of the pressure applied 
to them—not in writing but orally. It should be assured that the 
policies laid down in Detroit are followed out by zone and district 
managers. 

Hufstader is of the opinion that many times dealers misconstrue 
efforts to help them. 

Mr. Curtice said the door to his office, as well as those of the others of 
the — command, is always open to the dealers. 

If a dealer increases or modernizes his facilities he has no special 
prote cian against termination or nonrenewal of his franchise. ‘‘There 
is one piece of special protection that is afforded to him and that is the 
additional gross profit that those facilities will afford him * * *.” 

If a dealer has a lease that continues after loss of franchise, there is a 
clause in the contract which provides that GM will provide partial 
payment. 

It is agreed that enfranchised dealers are the source of bootlegged 
cars. Instead of returning unneeded automobiles to the factory, some 
selfish dealers prefer to take a quick profit by bootlegging. 

Mr. Hufstader does not believe the ‘“‘wheeler dealer,’’ or ‘stimulator 
dealer,’’ will hurt the established dealer. These are volume dealers who 
may be called “‘wheeler’’ or ‘stimulator’ dealers by other dealers who 
are envious of them. 

Curtice maintained these volume dealers are not bootlegging cars. 

The enfranchised dealers are the source of bootlegged cars, but do not 
bootleg them themselves. They sell “to the nonfranchised outlet 

If a dealer sells a car to a bootleg operator at $25 or $50 above wholesale 
price but below the price suggested by the factory, he is involved in the 
practice. This is what Curtice tried to prevent. 

The zone managers have obtained some information about these 
dealers, and a close watch is kept on them at the division level. How- 
ever, Mr. Curtice said, ‘‘We have never terminated for cause any selling 
agreement with any dealer for that purpose.” 

If such a dealer had been getting, for example, 50 cars a month and 
“was identified as being a dealer who was making cars available to the 
bootleg channels, his allotment would be reduced by a corresponding 
number as related to those going into the bootleg channels, plus a very 
good heart-to-heart talk with such dealer to get him to discontinue that 
practice.”’ 

GM would not expect a dealer to attain what they considered satis- 
factory market penetration if it meant the dealer would make no profit 
or lose money. Hufstader has no reason to believe anv zone repre- 
sentatives have told dealers they could sell more cars if they would cut 
their profits. 

Revisions in the franchise come out of experience and discussion with 
dealers and out of the dealer council meetings. These councils are 
composed of representative GM dealers appointed by the divisions. 

An FTC report made in 1939 ‘recommended that present unfair 
practices be abated to the end that dealers have less restriction upon the 
management of their own enterprises.’”’?’ Mr. Hufstader could give no 
specific actions taken by GM in compliance with this recommendation. 

He said the people at General Motors have ‘‘continued to endeavor to 
build the best products we can, price them competitivelv, and function 
with the dealer on the mutuality of interest to provide successful, 
profitable operations for him.” They have ‘continued to endeavor to 
improve our relationships.” 
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One of the things they have developed which work to the advantage 
of the dealers is the cooperative advertising fund. The use of this fund 
is discussed with the dealers to a certain extent. ‘‘However, the un- 
folding of the theme and that sort of thing is developed primarily by the 
division, in conjunction with its advertising agency.” 

Thomas H. Keating identified himself for the subcommittee, and gave 
his background with General Motors. 

There is no set policy within Chevrolet division for procurement of 
parts. If another division makes the part needed and it is properly 
priced, Chevrolet buys it there. If not, it buys outside or makes it. 
The only thing bought from another division because it has been done 
historically is the body, which comes from Fisher. 

When Chevrolet buys from another division, they do not know what 
the cost is to the other division. 

Steel purchases are handled by the division, not the corporation. 

The GM parts division handles replacement parts for Chevrolet, 
Pontiae and Oldsmobile. It sells parts other than those manufactured 
within the corporation. 

Buick distributes its replacement parts through its own warehouse 
setup: Cadillac works through its distributing organization, 

GM parts division purchases and distributes accessory group parts; 
the accessory group divisions also sell some of the same parts through 
United Motor Service. 

In parts pricing, they take into consideration the usual basic costs 
and the competitive situation. 

About 25 percent of their replacement parts are made only by GM. 

In pricing this 25 percent, even though they alone made the parts, 
they would still have to take into consideration the competition from 
other manufacturers as pertains to their replacement parts pricing. 

The same pricing policy is used for parts which are purchased from 
outside his division and used for replacement purposes. 

Mr. Keating said they sometimes pay a different price to a supplier 
for parts to be used as original equipment and those to be used for 
replacement. Sometimes it is the same price. 

Parts are sold only directly to the dealer, and through the dealer to 
repair shops and garages. They set the prices on replacement parts 
purchased from the outside without discussion with any outside source. 

In the case of Borg-Warner clutch plates, it was determined that the 
price Chevrolet paid for replacement parts packaged individually was 
12 cents more than those sold in bulk. Keating has no knowledge of 
any study having been made to determine how much it cost to do the 
work Borg-Warner charged 12 cents for. 

Mr. Burns asked: ‘What reason would there be for Chevrolet buying 
in bulk and packaging to sell the replacement market when Borg- 
Warner had the setup to do it and the contract provided that Borg- 
Warner would do it?” Mr. Keating replied, ‘‘I don’t know, I can’t 
| | 

They always consider the replacement business when making a profit 
forecast, but it is “so variable I don’t believe it has anv bearing on the 
cost of the product at all.’ 

“Genuine” Chevrolet parts, as referred to in the selling agreement and 
in advertising copy, are parts made not only by Chevrolet but made by 
others to Chevrolet specifications, and are distributed and warranted by 
GM. Mr. Keating denied that advertising using this phrase is false or 
fraudulent. 

‘“‘As other witnesses have testified, there are numerous brands of auto- 
motive replacement parts on the market, and some are inferior to others. 
The only eriticism of the use of the word ‘genuine’ to identify the parts 
designed and engineered by Chevrolet engineers and inspected and dis- 
tributed by Chevrolet and other divisions of General Motors Corp 
is based on the faet that some independent part manufacturers manufac- 
turing original equipment and replacement parts for Chevrolet Motor 
Division also make parts for the replacement market. Parts whole- 
salers and other parts manufacturers who are not suppliers to Chevrolet 
Motor Division claim these latter parts are identical in all respects with 
the parts supplied to Chevrolet. 
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We do, however, have knowledge of the specifications, design, quality, 
and performance characteristics of the replacement parts we distribute 
inder our own trade names. Such parts are recommended by General 
Motors, as the manufacturer of the motor vehicle, to be the proper 
replacement part, and each such part bears the same General Motors 
warranty as the General Motors vehicle itself.” 

Mr. Hogan told the committee, ‘“‘Borg-Warner and everybody else 
that puts a piece out will always say that it is of good quality, and in 
their opinion it performs well Chevrolet has the right to its own 
ypinion that what it designs and its engineers specify and what others 
build to its specifications are better, although the other manufacturers 
may claim it 

The FTC had spoken to GM about the series of “genuine parts’ ads 
mentioned, and they ‘have acquiesced to their (FTC) wishes on the 
matter.”’ The comparison ads have been abandoned. 

Mr. Hufstader, reading from a statement, said GM is in the replace- 
ment parts market rightfully and is entitled to compete in it, regardless 
of the protestations of one of the prey ious witnesses. 

He said Mr. Halfpenny had misconstrued a statement made by the 
Omaha zone manager for United Motors Service Division in December 
1953. “Mr. Halfpenny construes this statement as meaning that Gen- 
eral Motors believes they are entitled to 50 percent of all repairs because 
General Motors is manufacturing 50 percent of all automobiles. I deny 
on this record that Mr. Coker (the zone manager) meant any such thing.”’ 
He suggested the subcommittee question Mr. Coker on the matter. 

They feel that if they can serve GM automobile owners “properly and 
adequately, there will be ensuing good parts business,”’ but their ‘“‘going 
after a definite percentage of the market is not to be construed in that 
meaning, within that context.”’ 

It is not the purpose of GM to drive independent parts manufacturers 
out of the market. GM is in the market to compete, but the individual 
owners make the decisions as to whether to buy their parts or not 
\lso, their dealers are free to purchase replacement parts from inde- 
pendent manufacturers if they so desire. 

They feel the fears expressed by independents that GM competition 
would drastically curtail their business are unfounded. 

Mr. Curtice again pointed out that ‘60 percent of the cost of our auto- 
mobiles over the years has been purchased from 21,000 suppliers. They 
have all grown, they have all prospered, they are prospering today. And 
they will continue to prosper as suppliers to our industry, to General 
Motors in particular * * *.” After all, GM has not just recently 
entered the parts business. Also, they have had a wholesale plan in 
effect with their dealers for many years, but have broadened this plan 
to make available to others the parts that were formerly available only 
to the dealers 

Sherrod E. Skinner identified himself. 

He said there is a great difference in parts and pointed out that ‘‘in 
order to get replacement parts, and this applies by a wide margin to the 
majority of the parts that go into the manufacture of our cars, they have 
to get them from the car division or the allied divisions because the 
independent parts suppliers only supply a small, a relatively small 
number of the different parts.’”’ Used the hydramatic drive and the 
parts that go into it as an example. 

If asked what part of the parts business he was trying to get for GM, 
he ‘“‘would have to say on all those parts that nobody else supplies, we 
have got to be prepared at least to supply a hundred percent, because 
vou cannot get them anywhere else.”’ 

However, on parts where there is competition from other qualified 
sources, ‘‘the only percentage I could give you is the percentage that 
we have to supply to meet the demand that we get, and I think that 
points up pretty well the whole parts story from the standpoint of any 
policy we may have or any plans that we may have for squeezing anyone 


out.’”’ He would not recommend such a thing. 
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A STUDY OF THE ANTITRUST LAWS 


WEDNESDAY, NOVEMBER 23, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE .J UDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
157, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present : Senator O’Mahoney (presiding). 

Also present: Joseph W. Burns, chief counsel; Donald P. McHugh, 
assistant counsel; and Joseph A. Seeley, assistant counsel. 

Senator O’Manonery. Mr. Burns, are you ready to proceed? 

Mr. Burns. Yes, Senator. 

Senator O’Manonry. What is the program this morning? Have 


you got the names of the witnesses? 


Mr. Burns. The first witness is Mr. L. L. Dodge of Dana Corp., and 
Mr. McHugh will examine him. 

Senator O’Manonry. We have four names here: Mr. Dodge, di- 
rector of budgets and planning of the Dana Corp., of Toledo; Mr. 
Robert W. Murphy, vice president and general counsel of Borg- 
Warner Co., Chicago; David Clarke, attorney, Thompson Products 
Co., of Cleveland, Ohio: Reub Schrank, secretary, Lee Motor Prod- 
ucts, Inc., Cleveland 3, Ohio. 

I take it that these representatives of four corporations are engaged 
in manufacturing parts of one kind or another for finished automo- 
biles; is that right ? 

Mr. Burns. The first three are; Mr. Schrank is a jobber. The other 
three are manufacturers of automotive parts which go into automo- 
biles for original equipment, and are also used for replacement in the 
replacement market. 

Senator O’Manoney. And the purpose of presenting them this 
morning is what ? 

Mr. Burns. One question which has been raised by the automotive 
jobbers and wholesalers is that General Motors has an advertising 
program in which they refer to what they call “genuine” parts. 

These jobbers contend that the implication of those advertisements 
is that only a part purchased from a General Motors dealer or in a 
package which bears the General Motors or its car division trade- 
mark is genuine, and can be safely relied upon by the public in having 
their cars repaired. 

These jobbers and warehousemen have complained that, in fact, 
many of the so-called genuine parts are made by independent manufac- 
turers, such as the ones that we have called here today, and that the 
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part which is sold through these independent distributors and jobbers 
is identical with the part sold to General Motors. 

Their contention is that it is an unfair trade practice to imply that 
the product which these independent jobbers are endeavoring to sell 
is not of the same quality as the one which happens to bear the trade- 
mark of the General Motors car division. 

Now, another question that the committee is interested in is the dif- 
ference, if any, between the price which General Motors pays for 
equipment used in the manufacture of the automobile, and referred to 
as original equipment, and the price which it pays for parts which 
are nsed in the replacement market. 

There are two points that we are interested in there. One is why 
there should be the great difference, if there is any, in the two prices, 
whether it is justified by the economics of manufacture and distribu- 
tion. 

The second point involved is whether the price at which General 
Motors obtains the equipment which it sells as replacement is the 
equivalent of the price which the independent jobbers obtain it for. 

Now, a third question in which we are interested is determining 
whether General Motors is able, through its bargaining power, to 
obtain a better price than competing automobile manufacturers. 

Now it is hoped that these three manufacturers who have appeared 
here today in response to our request may shed some light on these 
different problems. 

Senator O’Mauonry. Well, I want to assure all of the witnesses 
that they are very welcome here. 

I feel that it may be wise for me again to state what the purposes 
of this committee are. 

We are not directly concerned or primarily concerned, if at all, 
in seeking to find violations of the existing antitrust laws. 

We are seeking information from all branches of the industry, and 
this, in due course, will include the executive officers of General 
Motors, so that Congress may determine what, if any, changes ought 
to be made in the laws affecting the economic status of the people of 
the United States. 

[It cannot be made too clear that this committee is not at all inter- 
ested, and certainly its acting chairman is not interested, in estab- 
lishing Government controls. 

The Constitution of the United States gives Congress the power 
to regulate commerce. The power to control commerce exists nowhere. 

But according to the evidence which we have been receiving ever 
since these sessions on the automobile industry started, control in a 
very high degree in the automotive industry now centers in those who 
are managing the General Motors Corp. 

I say “control,” because the evidence to date is clear that the pres- 
sures applied by General Motors zone managers and district man- 
agers are requiring automobile dealers in localities throughout the 
United States to buy and to sell more cars than they can sell on a 
sound financial basis. 

It is only necessary to look at the advertising sections of the daily 
newspapers in any community in the United States and read the auto- 
mobile ads to know that the dealers are offering new cars for sale 
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on long terms and for exaggerated exchange values for their old cars. 
So that there is pouring down upon Congress a flood of letters from 
automobile dealers throughout the United States who say that they 
feel that they are on the brink of disaster because they cannot operate 
on a profit although they themselves have invested their own money, 
sometimes as much as $500,000 or more, in the construction of their 
carages, their showrooms, their repair shops, their plant as a whole, 
se vet they cannot manage these plants because of pressures that 
placed tt oe by the General Motors high command. 

om if this, in fact, is a situation that exists, it means that what 
we call local fcc sttoreitie no longer exists in the automobile industry. 

The situation is so grave that in the last year and a half several 
iutomobile manufacturers were compelled to merge in order to attempt 
tosave themselves. They were unable to compete with General Motors, 
vith Ford, and, to some extent, with Chrysler, on the basis on which 
they had previously existed, and so they presented merger proposals 
to the De ‘partment of Justice and the Federal Trade Commission. 

In each instance these branches of Government asserted that they 
would not prosecute the merger as a violation of the antitrust laws. 

Now, we have had before us manufacturers of parts, some of whom 
for 30 or 40 years have been making parts for cars of all descriptions. 
They have made them for General Motors cars; they have made them 
for cars manufactured by other automobile manufacturers. It was a 
recognized business in the field. 

The evidence before this committee shows that the General Motors 
Corp.. which by the purchase of two small companies moved into the 
field of manufacturing diesel engines for the railroads, practically 
took the whole market : the evidence also shows that General Motors 
lid likewise with the motorbus industry. 

This time the objective was accomplished by purchasing interests 
or control in traction companies, the purchasers of the buses, so that 
independent bus manufacturers were forced out of that field. 

Finally, the evidence shows that the General Motors Corp. bought 
a company engaged in the manufacture of a certain type of machinery 
for moving earth and, having acquired control of that company, be- 
can to expand the number and the nature of its products, and so is 
now in a position to do for the earth-moving-machinery industry what 
was previously done for the buses, and what prev iously had been done 

r the manufacture of the diesel engines. 

"The evidence presented yesterday and, I think, the day before, 
showed that the traditional manufacturers of parts are now finding 
themselves squeezed out of the market so far as the manufacture of 
parts for General Motors vehicles is caaccaaaae 

The significance of this can be understood only when we realize 
that it has been the practice in the industry not to sell complete cars 
outfitted with all the accessories that the imagination could desire. 
Many accessories are not needed for the comfortable and safe opera- 
tion of a car. 

Some persons with long pocketbooks ean buy all of the accessories. 
I am tempted to call some ‘of them frills and gingerbread, but whatever 
the proper terminology may be, they are parts in many instances 
which are not needed. 
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General Motors formerly used to sell its cars without these acces- 
sores. 

Yesterday we were shown advertisements of General Motors cars 
listing accessories as though they were not a part of the car. But 
we also found testimony under oath from one company furnishing 
automobile heaters that the dealers were refusing to buy the cheaper 
heater which they wanted because the General “Motors zone officers 
ind district officers were refusing to sell their cars without the heaters, 
as they previously had done. 

Now, this picture shows a steady trend toward the establishment 
of absolute control in the automotive industry, in the offices of Gen- 
eral Motors, wherever they are, and particularly in their headquarters 
offices. 

The problem before the Congress is to determine whether it is in 
the pub Hic interest to permit this trend to continue, because if it does 
continue then it is clear upon the record today that control, not regu- 
lation, of the motor industry, has fallen into the hands of the execu 
tives of this giant corporation. 

The Constitution of the United States, which we all boast about, 
places in the hands of Congress the exclusive power to regulate com- 
merce among the States and with foreign nations. 

I want it clearly understood that, so far as 1 know, no member of 
this committee desires to offer to introduce or to support any bill 
which provides for control by Government. But if we do not have 
regulation by Government, we have control by General Motors. 

Now, either we are going to have a free industry or we are going 
to have a controlled industry, and if we do not have a free industry 
regulated, then the inevitable result will be a battle between private 
control and public control and, whichever wins in that battle, the 
people will lose. 

I have said this because I think it is important for the witnesses 
who are hereafter to appear before this committee to know precisely 
what we are trying to do. We are trying to get the facts, and only 
the facts. 

After we have gathered those facts up from the men who have the 
courage to come before this committee and tell the facts, we shall 
call the General Motors Corp., and we shall do our best to make cer- 
tain that there will be no reprisals by General Motors against any 
dealer or any parts mi inufacturer or any person engaged in any part 
of the automotive industry not under General Motors control. 

Many dealers give us information but say, “Don’t use my name.” 
Many manufacturers give us information but say, “This is con- 
fidential.” 

What I want to make clear is—and this certainly ought to be illus- 
trated by the condition that exists in the world—the whole cause of 
international turmoil is that in Soviet Russia there are leaders who 
believe that the day of free enterprise is gone, and that dictators in 
the government must take over. 

[ believe with every ounce of my being that the only way the people 
of America can win the cold war is by maintaining free enterprise in 
America, without control either by Government or by big business. 

The story of the facts has got to be laid before us by men who have 
recognized the importance of the issue and who are willing to take the 
risk that the men on the fighting front take. 
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Some of these men who have written to me have said that it would 
be suicide if they were to testify. I can understand their feeling. 
But the goal that is at stake in the cold war, which is an economic war, 
is the right of individuals to run their own businesses as they please, 
under regulations by the Government which will protect the public 
interest. That is all we want. 

Proceed with the witness. 


STATEMENT OF L. L. DODGE, DIRECTOR OF PLANNING AND 
BUDGETS, DANA CORP. 


Mr. McHueu. Will you state your name, please ? 

Mr. Dover. L. L. Dodge. 

Mr. McHucu. With whom are you associated, Mr. Dodge? 

Mr. Doper. Dana Corporation, Toledo, Ohio. 

Mr. McHuen. Will you explain to the committee what business the 
Dana Corp. is engaged in ? 

Mr. Dover. We are engaged in the manufacturing of automotive 
parts, namely, axles, transmissions, clutches, propeller shafts, torque 
converters, automotive frames. I believe that covers it. I do not 
think I left any out. 

Mr. McHucu. Where are your manufacturing facilities located ? 
Mr. Doper. We have plants located in Toledo, Ohio; Marion, Ind.; 
two plants in Fort Wayne, Ind.; Auburn, Ind.; Pottstown, Pa.; 

Reading, Pa. 

There are 2 subsidiary companies: 1 in Lansing, Mich., and 1 
Buffalo, N. Y. 

Mr. McHueu. How long has the Dana Corp. been in existence? 

Mr. Doper. The company now known as Dana was originally known 
as the Spicer Manufacturing; it was in 1915, I believe; the product 
goes back to 1904. 

Mr. McHwueu. You have been in continuous existence since that 
time, then ? 

Mr. Dover. 1915 was when it was incorporated as the Spicer Manu- 
facturing Co. 

Mr. McHucu. How large a company are you, Mr. Dodge? 

Mr. Doncr. In what? Employees? 

Mr. McHuen. Total dollar sales. 

Mr. Dover. Our dollar sales—and I am only quoting from mem- 
ory—for last year were $153 million. 

Mr. McHvuanu. How many employees do you have? 

Mr. Donen. We run between twelve and fourteen thousand 
employees. 

Mr. McHuenu. What is your position in the company, Mr. Dodge? 

Mr. Dover. I am the director of planning and budgets. 

Mr. McHueu. Will you tell us briefly what that position involves? 

Mr. Roper. Yes. I work on the staff of the president of the 
corporation. 

Mr. McHven. The president? 

Mr. Dover. The president. My duties are to sit in and participate 

n various committees: product engineering, certain finance commit- 
te es, certain sales policies. 
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I am also responsible for the control of budgets and costs of the 
corporation. 

Mr. McHvueu. In that capacity are you familiar with the pricing 
policies of the Dana Corp. ? 

Mr. Dopce. I would say that I am as familiar with the major ones— 
there might be certain small detailed ones that I am not familiar 
with—but any major pricing policy I would be familiar with; yes, sir. 

Mr. McHve::. Does the Dana Corp. sell items which it manufac- 
tures to the General Motors Corp. ¢ 

Mr. Doner. Yes, sir. 

Mr. McHueu. Would you tell us what those products are ¢ 

Mr. Dopcr. We sell to General Motors Corp. transmissions, pro- 
peller shafts. 

Mr. McHuen. And parts of those? 

Mr. Doper. And component parts that go to make up the assemblies. 

Mr. McHuen. Propeller shafts and universal joints are assembled, 
are they ¢ 

Mr. Dopver. A universal joint has no function alone. It has to be 
combined with a shaft or a flange or it is connected to some part of 
the line of the transmission of power. 

Mr. McHuen. Do you sell these items which you have just men- 
tioned to the General Motors Corp. or do you sell them to the particular 
ear divisions of General Motors? 

Mr. Dopner. We sell them to the car divisions. 

Mr. McHvueu. To which car divisions do you make your sales ? 

Mr. Dover. We sell to General Motors Truck and to Chevrolet. 

Mr. McHvuen. On your sales to Chevrolet and General Motors 
Truck, those include prope er shafts and universal joints? 

Mr. Donar. Yes, sir. 

Mr. McHven. Have you ever sold any other parts which you manu- 
facture to General Motors Corp. or any of its various divisions? 

Mr. Dover. Yes, For a short period of time we sold an article 
known as a clutch-driven member. That was a very short period of 
time; I would say 3 or 4 months. 

Mr. McHuen. Clutch-driven member? 

Mr. Doper. Yes, sir; that is part of a clutch assembly. 

Mr. McHuen. During what period of time were you selling that 
to General Motors? 

Mr. Done. I would have to look in our contract; I have the con- 
tracts here. 

Mr. McHucn. Was it some years back ? 

Mr. Dongr. It was within the last 5 years. 

Mr. McHuen. And it was just for a short period of time? 

Mr. Doner. Yes, sir. 

Mr. McHuen. What other items have you sold ? 

Mr. Dopcr. We sold an item known as a torque converter to the 
General Motors Truck. 

Mr. McHven. Will you explain just in simple terms, as simply 
as you can, what a torque converter is. 

Mr. Dopér. A torque converter is a type of transmission of power. 
It does not require the shifting of gears. 

Mr. McHuen. You are not ‘selling the torque converter now to Gen- 
eral Motors Truck ? 

Mr. Doper. No. 
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Mr. McHvueu. Have you at any time or are you now selling auto- 
motive frames to the General Motors Trucks ¢ 

Mr. Dover. No. 

Mr. McHueu. Have you at any time or are you now selling auto- 
motive frames to the General Motors Corp. 

Mr. Doper. Yes, we are; not to the General Motors Corp., sir 

Mr. McHueu. To whom? 

Mr. Dover. Buick, Oldsmobile, and Pontiae car divisions. 

Mr. McHvue6u. Can you explain very briefly just what you mean by 
an automotive frame / 

Mr. Doner. An automotive frame has two side members welded to- 
gether by cross members; as used on the body it is bolted to the frame, 
the frame axles; the springs are fastened to the frame. 

Mr. McHven. Is the automotive frame part of the chassis ? 

Mr. Dopére. Yes, sir. 

Mr. McHuen. Where are these frames made for you? 

Mr. Dover. Parrish Pressed Steel at Reading, Pa. 

Mr. McHveu. Is that a subsidiary corporation / 

Mr. Dover. It was a subsidiary corporation until September 1 of 
1954, which is our fiseal year. 

Mr. McHueu. What is it today ? 

Mr. Doper. It is now a division of the Dana Corp. 

Mr. McHueu. Now, did the Parrish Pressed Steel always sell auto- 
motive frames to the General Motors Corp. ? 

Mr. Doper. For many, many years. 

Mr. McHvuen. Do you have any idea today what portion of General 
Motors’ requirements for automotive frames are being furnished by 
Dana or Parrish Pressed Steel ? 

Mr. Doper. I would have to say less than 50 percent. 

Mr. McHueu. Do you have any idea for how long a period of time 
Dana or the Parrish Pressed Steel subsidiar y has been selling 50 per- 
cent of General Motors’ requirements for automotive frames? 

Mr. Doper. 1 could not answer that; I do not know. 

Mr. McHucu. Do you know whether or not you are the largest 
supplier of automotive frames to the General Motors Corp. ? 

Mr. Doneér. I would say we are not. I would say there are others. 

Mr. McHuecn. Who are larger than you? 

Mr. Dopere. Yes, sir. 

Mr. McHuen. Mr. Dodge, did you receive a subpena from this 


subcommittee asking you to produce certain contracts which your 
company has with General Motors Corp. on items which you sell to 
them ? 

Mr. Dover. That is right. 

Mr. McHucu. Do you have those with you ? 

Mr. Dover. I have them with me for the years of 1952, 1953, and 
1954, 
Mr. McHvueu. Do these contracts cover all the items sold by you to 


the General Motors Corp. or its car divisions during the years in 
question ? 

Mr. Doper. To the best of our knowledge, it does. We had a short 
period of time to get this together, and we made a very thorough 
search and, I believe, I can say that they are all here. If they are 
not here it would be strictly an oversight, but I am sure they are all 
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here. We had to go back into our records for 3 years and dig them 
out. We only had 2 days to do it. 

Mr. McHueu. Now, in addition to the contracts that you have 
there, do you have any price lists published by the Dana Corp. ! 

Mr. Doper. I do. 

Mr. McHwuen. Are they price lists which cover the same items as 
are inc luded in the contracts showing your sales to General Motors 
Corp. ! 

Mr. Doner. There are some on the General Motors contracts which 
are not included in these price lists. 

Mr. McHueu. Will you explain the reason for that? 

Mr. Doper. The items in the price list are stock items that we carry 
on the shelf, that are available without preordering. 

There are certain items on the General Motors contract of compo- 
nent parts that make up a unit, go into a unit, that is made only for 
General Motors trucks. 

Mr. McHuen. For that reason they are not carried as standard 
items, and for that reason you would not show any list price on such 
items ¢ 

Mr. Doner. That is right. 

Mr. McHuau. Are there any completed assembled items which are 
made especially for General Motors’ requirements? 

Mr. Doper. Yes, sir. 

Mr. McHucu. What type of items are they ? 

Mr. Dopcr. Transmissions. 

Mr. McHucn. What about propeller shafts? 

Mr. Donen. Well, I would say that practically all propeller shafts 
are made to a specification or a requirement for a particular vehicle, 
as to whether it would be a GM or any other vehicle. It has to be 
made for length, for size, for tolerances; that is designed and engi- 
neered for a particular vehicle. 

Mr. McHwueu. So you would not have any completed assembled 
propeller shafts or universal joints that you would sell to General 
Motors Corp. which would be sold to any other car manufacturers? 

Mr. Doper. Not—no, you are right, because it would not be an 
identical complete assembly ; it w ould have no use in another vehicle; 
it would not fit. 

Mr. McHven. These are items then which are tailored specifically 
to meet the manufacturer’s particular needs? 

Mr. Doper. Yes, sir. 

Mr. McHveu. These would not show then in any of your published 
price lists? 

Mr. Dover. That is right. 

Mr. McHven. Will you describe generally, Mr. Dodge, what the 
types or classifications of contracts are that you have with you? 

Mr. Donce. I have two types of contracts. I have a contract that is 
issued for the purchase of material or original equipment which goes 
into the vehicle as original equipment. 

I have other contracts that are made up of component parts that go 
into our assemblies that are sold to General Motors for their replace- 
ment parts, and those are the parts which I have list prices which we 
offer to the trade. 
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Mr. McHueu. Now, do the contracts containing the items which 
you sell to General Motors or the car divisions for replacement parts 
nclude completed assemblies ? 

Mr. Doper. No, sir. 

Mr. McHueu. They would include just component parts ? 

Mr. Doper. Yes. 

Mr. McHvueu. Why is it that you would not sell any completed 
issemblies to General Motors Corp. for replacement pur poses ? 

Mr. Dover. I presume they would buy them on this production con- 
tract. They would order ahead, and if they did replace them in serv- 

, [ presume they would—— 

Senator O’Manonry. Mr. McHugh, you asked the question, “Why 

ould you not?” That might be subject to interpretation as meaning 

at the company had refused to sell. That is not the picture, is it 

Mr. Dover. No. 

Mr. Mci it GH. No. 

Mr. Dover. That is not. 

Senator O’Manonry. You mean. Why does it happen that vou do 


Ir. McHuven. Exactly, Senator. 
Mir. Doper. You would not refuse to sell them. 
Mr. McHvueu. I understand from what you are saying that the 
eneral Motors Corp. would buy completed assembly units from you 
wr subsequent distribution in the re placement mar ket. 
Senator O’Manonry. Before you answer that question, off the 
ord. 
(Dis cussion off the record.) 
‘ McHuen. Will the reporter please read the question ? 
"The que stion was read. ) 
Mr. Doper. All I can answer on that: I presume they do; we would 
ot know. 
Mr. McHuen. Their purcha ases of the complete assembly then would 
handled in what you have described as the productic nm contract ¢ 
Mr. Doper. Yes, si 
Mr. McHwuen. has after it is bought by the General Motors Corp. 
Om you, you do not know whether or not that may subs seque ntly 
ppear in the replacement market 4 
[r. Dopcr. That is right. 
ir. McHvexu. Do you have any spec ial way in which you p ickage 
ms which you are selling to General Motors Corp. for use im the 
icement market ? 

Dopcr. I would have to answer that we do package for certain 
tomers. Iam not positive if we package for General Motors. We 
| package for any customer if they specify a ps ackaging. 

Mr. McHucu. Does the General Motors C orp. ever request that you 
ckage their items for replacement in any particular way 4 
Mr. Dongs. I believe the “Vy pac kage their own. 
Mr. McHvuen. You mean they package their own when they resell 
| tin the replacement market ? 
Mr. Doper. Yes. 
, Senator O’Manonry. Does that mean that they have not requested 
ou to package it ? 
Mr. Doncr. My answer to that was, “I am not positive.” We have a 
umber of customers, and I cannot state that General Motors has or 
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has not. I would have to verify that. I would not want that exact 
tatement to be cedRacide, 

Mr. MclIiueu. Mr. Dodge, in addition to your sales to General 
Motors Corp. for original equipment, and your sales to them for 
parts which may later appear in the replacement market, do vou dis 
tribute the same parts or comparable parts through your own distribu 
tion outlets ? 

Mr. Dona. Yes: certain parts, as I explained before. There are 
certain parts that we do not distribute because they are manufactured 
solely nts neral Motors. 

Mr. McHven. But you do have your own chain of distribution ? 
Mr. Dopar. We co. 

Mr. McHueun. In the replacement market ? 

Mr. Dopcr. Yes, sir. 

Mr. McHuen. Are these v arehouse distributors ? 

Mr. Doper. Yes, sir. 


Mr. McHueu. Are they owned or controlled by you ? 

Mr. Dover. No, sir. . 

Mr. McHueu. These are independent businessmen / 

Mr. Doper. Yes, sir. 

Mr. AYE Hx Gif, W hy wo rile l you not t sell to these Vi arehouse distribu- 
tors in the replacement market items which have been particularly 
tailored for the Genet al Motors ear? 

1 


Mr. Doper. We would if General Motors had not paid for the tool 


Mr. McHuer. Will you explain what you mean by that ? 

Mr. Dover. There are certain articles that you manufacture whic} 
are pet — for a vehicle whereby the customers pays for the tooling 
required to pr wluce those parts; and when that is the case, we will 
retain and o1 lly se ll] those partie ular items to that customer. 

Mr. McHuen. Well, does the General Motors Corp. pay you a lump 
sum for the tools or dies which you use in the making of these par 
ticular items ? 

Mir. Doper. They have. 

Mr. McHwuen. Do they pay you in any other way? 

Mr. Done. I believe that General Motors pays in all cases in a Jump 
sum. It is possible that it would be spread over a certain number of 
pieces, but I think I am correct in stating General Motors, when they 
pay for their tooling, it would be ina lump sum. It would so state o1 
the contract that we have here. 

Mr. McHvueu. When the General Motors Corp. advances money to 
vou for tools used in the manufacture of items which you are selling 
to tailored needs of the General Motors Corp., do they then prohibit 
you from selling items made from such tools to your warehouse dis 
age 

. Dover. The tools belong to them. and we would not use them for 


anvone e Nee if they were supplied by General Motors or anyone else. 
I do not believe we have ever had a statement on their contracts or 


otherwise whereby they would say, “You cannot use them.” We would 
not use them. 

Mr. McHwuen. This is not contained in the contract ? 

Mr. Doper. No, sir. 

Mr. McHvuen. Any restriction? 


eee 


nates 
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Mr. Doncr. I do not believe so. We would have to review some of 
these contracts, but I believe it says they will pay for the tools so much 
money, and the tools are their property. 

Mr. McHvuen. The tools are their property ? 

Mr. Dopcr. Yes, sir. 

Therefore, that particular part we would not make over. If we 

inted to make some other tools and make that part we could, but 
ve cannot afford it. 

Mr. McHvueu. They do not own the parts you make from those tools 
until you sell it to them 4 

Mr. Doper. That is right. 

Senator O’Manonry. But is it a tool or a part, rather, which is 
manufactured to specifications for General Motors ? 

Mr. Doper. That is right. 

Senator O’Manonry. And that is why you feel that that tool, that 

ichinery, owned by General Motors and given to you for the purpose 

*makn g parts for General Motors vehicles, should not be used to 
produce parts to be sold to other than General Motors? 

Mr. Doper. That is right. Let me say that that is in the minority 
of the parts that we sell to General Motors or any other customer 

here they pay for tooling. 

Senator O’Manoney. I see. Most of your tooling then 

vn é 

Mr. Doper. Yes, sir. 

Senator O’Manonry. And with respect to the parts manufactured 
by such tools, what is your practice # 

Mr. Doper. We will sell to anyone of our customers. 

Senator O’Manonry. Have you encountered any difficulty with 
that ? 

Mr. Doper. No, sir. 

Senator O’Manoney. You sell to General Motors dealers 
parts ¢ 

Mr. DopGrE. No, sir: not to General Motors dealers. 

Senator O’Manonry. Why? 

Mr. Doper. We have our warehouse distributors: as to whether 

they sell to the General Motors dealers, I would not know. They 
could. 

Senator O’Manoney. Those parts would be usable in 
Motors cars? 

Mr. Doper. Yes, sir. 

0 Senator O’Manoney. Because they are parts which are generally 
{ vailable under the standardized methods of modern vehicle 
production ? 

\ir. Doper. Correct. 


is your 


such 


‘ 7 
Greneral 


r Mr. McHueu. Mr. Dodge, would not some of the items which you 
: make, which are tailored to General Motors requirements, be pur- 
‘1 chased sometimes for replacement purposes 4 

d Mr. Doner. By General Motors? 


Mr. McHuen. By General Motors or by your 
distributors. 


Mr. ] JODGE. Yes. 


warehouse 
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Mr. McHuen. In other words, some of these items which are made 


by you, tailored to General Motors specifications, they will occasion- 
ally be worn out and have to be replaced, will they not? 
Mr. Dover. Yes; they wear out. ( 


Mr. McHvuen. Would not your warehouse distributors have occa- 
sion to sell such parts to their jobbers, say, to car dealers or to other 
General Motors car owners ? 

Mr. Doper. Yes, sir 

Mr. McHvuceu. Do you sell to warehouse distributors such items 
which are made by tools for which the money was furnished by the 
General Motors Corp. ¢ 

Mr. Doner. Not if General Motors furnished the money. 

Mr. McHvueu. Not if General Motors furnished the money ? t 

Mr. Dover. Or if any other car manufacturer furnished the money; 
but if we furnished the money for the tooling, we will sell it to our 
warehouse distribution as wel! as General Motors, Studebaker. or 

anybody else, if they want to buy it. 

Mr. McHven. But oceasion: lly the warehouse distributor and job 
ber, in selling in the rep ylacement market, might have a call upol 


iim for some of these particular items. | 
Mr. Doper. That is possible. 
Mir. McHvucn. Nevertheless. he cannot eet it? ” 


Mir. Doper. Not from us, he cannot get it. 
Mr. McHver. He cannot get it bg you. 


Naru. 3 is there an understanding or an agreement between you an 7 

ie General M tors Corp. that you will not distribute parts made by 
tools furnis hed y the General Motors Corp. to your warehouse | 
distributors 

Mr. Doner. [have never seen such an agreement. I cannot say thers - 
is not: I have never seen one. I do not believe there is, other thar 
what ison the contract. that they own the tools. t] 

Mr. McHven. Do vou think that the General Motors Corp. might 
discontinue doing business with you 1f vou sold such parts to ware _ 
house distributors or sale in the replacement market ? 

Mr. Dopcr. Well, that is hard to answer. I do not believe the t] 
would discontinue business with us, if it is an article they woul . 
want to buy. However, we would not do it. They paid for the tool = 

17, and unless we made an arrangement with General Motors to ri I 
mburse them for the tooling, General Motors or anyone else, it would 

t be proper for us to make parts off of their tools. : 

Senator O o \WoNEY. You frequently say they paid for the tooling, = 
referring to this particular type of tool that is intended to manufacture ” 


pecial parts for General Motors. Do you mean by that. to have the 
0 nmittee understand that the tool be longs to Gener: il Motors? 

Mr. Doper. Yes. 

Senator O’Manoney. It is not merely made and given to you; it is ol 
made and loaned to you ¢ 

Mr. Dover. That is right. the contract so states, it is their property. 


© 
Senator O’Manonry. Well. in that same provision of the contract i " 
is there no specification, no provision, stating that these parts may i 
not be used for manufacturing for other than General Motors? , a 
Mr. Dover. That is not in the contract statement. : 
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Senator O’Manonry. That is assumed to be the practice in the 
rade; is it¢ 

Mr. Dover. I think that is just good business ethics not to use some- 
one else’s tools. 

Senator O’Manoney. Is that general in the parts manufacturing 
usiness ¢ 

Mr. Dover. Yes. 

Senator O’Manoney. All right. 

Mr. McHvueu. Do other car manufacturers advance the money for 
the tools which you use in making items to their requirements? 

Mr. Dover. First, 1 would like to clear up—I do not like the word 
‘advance,” because they do not advance us the money. We make the 
tools and then after the tools are made they pay us for them. 

Answering your question, yes, other car companies do pay for tool- 
ng for certain items that we would make for them. 

Mr. McHvuen. Do they also pay in a lump sum in the same manner 
is the General Motors Corp. does ? 

Mr. Doper. They do sometimes. 

Mr. McHven. Is there any different method by which the »y would 
pay for the tools, different than the General Motors Cor ‘p.? 

Mr. Doper. Some customers pay for it through the piece price over 
a certain number of pieces. 

Mr. McHuen. Will you _— ain what you mean by that? 

Mr. Dover. Say we had $5,000 tool charges, and in the next 6 months 
ve were going to make 5,000 pieces for them. We would add a 
lollar into the piece price for tooling; you would amortize it over the 
ndividual purchased pieces. 

Mr. McHucu. This is a method of payment that is more attractive 
to the buyer ¢ 

Mr. Doner. Not necessarily; not necessarily. Some buyers prefer 
that they make their lump-sum payment. 

Mr. McHueu. Does General Motors Corp. always pay by means of 
a lump-sum payment ¢ 

Mr. Doper. I believe they do. We have many transactions, and I 
think I would be correct in stating that when General Motors pay for 
tooling, they pay itinalumpsum. I am not saying that we could not 
vo back and find a specific case that that did not happen, but speak- 
ing—TI think I am correct, generally speaking. 

Mr. McHven. I wonder, Mr. Dodge, if you would examine one of 
the contracts which you describe as one of your production contracts 
containing items sold to General Motors Corp. for original equip- 
ment. If possible, 1 wonder if you could find one which contains— 

Mr. Doper. Tooling? 

Mr. McHuen. No. One which contains the propeller shaft. 

Mr. Doper. Well, I think the first one has propeller-shaft assemblies. 

Mr. McHuen. Will you describe what the items are on that pur- 
hase contract. 

Mr. Doper. That is a Government contract, the first one. 
This particular contract covers the purchase of a propeller-shaft 
assembly for a period from April 16, 1951, through January 1, 1952. 

Mr. McHven. And that contract is between the Dana Corp. and 

General Motors division ? 
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Mr. Dopcr. No, sir; it is between the General Motors truck and 
coach division 

Mr. McHueu. And the Dana Corp. 

Does that provide for the sale by you to the General Motors Corp. 
of any specific number of the items in question ? 

Mr. Doper. One hundred percent of the buyer’s requirements. 

Mr. McHvuen. That means that all of General Motors’ requirements 
during that period for that particular item will be purchased from 
you’ 

Mr. Doner. Yes, sir. 

Mr. McHvueu. How do you determine what the General Motors re- 
quirements are at the time you enter into that contract ? 

Mr. Doncr. Before we would enter into a contract we would secure 
from a customer his approximate monthly or annual requirements. 
Once that has been determined, they then issue, after the contract is 
written, releases against these contracts, monthly releases, for us to 
procure materials, 

At the present it takes from 4 to 5 months’ lead time to get materials 
and process them through the shop. 

Senator O’Manoney. Is there a provision covering lead time in 
the contract ? 

Mr. Doper. No, nothing on lead time. However, that is deter- 
mined—I mean, the lead time varies, depending upon the economic 
conditions. 

Senator O’Manonry. Naturally. But what I am interested in is, 
is there anything in the contract to protect you from excessive de- 
mands at any time? 

Mr. Dover. Not in the contract, sir. 

The release, as we get them, specifies the number of pieces that we 
should buy material for, the number of pieces that we should manu- 
facture. 

Senator O’Manoney. Well, naturally, you must determine your 
capacity when you get such an order. 

Mr. Doper. That is right. 

Senator O’Manonry. And the orders to be capable of being de- 
livered would have to be made within your capacity. 

Mr. Dopver. That is correct. 

Senator O’Manonry. And you mean there is nothing in the contract 
to protect you on a thing of that kind? 

Mr. Dover. No. 

Mr. McHven. What period of time did this contract run, Mr. 
Dodge? 

Mr. Dover. This one is April 16, 1951, to January 1, 1952. 

Mr. McHuen. Is it generally any fixed period of time in your con- 
tracts with the General Motors Corp. or its various divisions? 

Mr. Dover. They usually run for 6-month periods. 

Mr. McHucn. That is an average time? 

Mr. Doper. Yes. 

Mr. McHvueu. Does that contract specify the price at which you 
are to sell those items to the General Motors Corp. ? 

Mr. Doper. It does. 

Mr. McHvuen. That isa fixed price? 

Mr. Dopcr. Yes, sir. 
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Mr. McHven. Then you ship to the General Motors Corp. after 
vou get these releases ? 
~ Mr. Dover. Yes, sir. 

Mr. McHvuen. Specifying the method of delivery and the amounts 
equired ¢ 

Mr. Dopaer. Yes, sir 

Mr. McHwueu. Does the General Motors Corp. ever have what is 
cnown as shop rights with reference to these items ? 

Mr. Dover. Items that we manufacture ? 

Mr. McHuen. Yes. 

Mr. Dover. And they have shop rights? Yes. 

Mr. McHver. Will vou describe for us what type of shop rights 
the General Motors Corp. would have with reference to these items? 

Mr. Dover. We manufacture a certain pe recent of some of the large 
volume items. An example of that would be the propeller shafts 
hat we made for the 1955 Chevrolet cars. 

We worked with the General Motors or the Chevrolet division peo- 
ple in the desien of that. There are no patents on the article, so the Vy 
make a percent of this propeller shaft and we make a percent. 

[ think in that case that would not be a shop right. I mean, there 
ire no patents, there is nothing that we have on that, just they make 
some and we make some, so that would not be a shop-right case. 

We have no parts that we have granted General Motors shop rights 
on because we have no items that still carry patents, and that would 
be the only case, I believe, that shop 1 ehts would be granted. 

Mr. McHuen. Well, would you so generally what kind of 
rights are included in the term ‘ ‘shop rights.” 

Mr. Dover. I do not believe we have a written agreement with any- 
one on shop rights. 

Mr. McHwueu. Well, do you have any oral understanding ? 

Mr. Doper. Only on these contracts whereby we will make a certain 


r percent, and we do not know who is going to make the other percent. 
Mr. McHwvuen. Apart from the specific arrangements which you 
lave with purchasers, can you explain for the understanding of the 
‘ommittee what is embraced in the term “shop rights.” 
Mr. Dover. A shop right is an article that you have designed, usually 
overed by patents, whereby you will give a company permission to 
t manufacture such parts in their shops or in shops of other people. 
Phat is my understanding of shop rights. 
Mr. McHwuen. Does that give the buyer any rights to inspect the 
r. books or the accounting procedures or the manufacturing methods of 


the company which is making the item for them ? 
Mr. Dover. That would depend on the shop-rights arrangement. 
I Normally, shop rights will permit those people to come in and 
inspect your manufacturing procedures. 

Mr. McHwven. In the ease of the contract to which you have re- 
ferred there, you have agreed to furnish the General Motors Corp. 
— the period in question 100 percent of their requirements for 

e particular type of propeller shaft that is cited there. 

- Doper. Yes, sir. 

Mr. McHven. In the event that you had a strike in your plant and 
your plant was closed, what would the General Motors Corp. do about 


obtaining items of this sort for their production ? 


yu 
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Mr. Dover. Well, I presume they would hustle around to try to find 
somebody else to manufacture it for them. 
Mr. McH[ccu. Do they have any rights under their contract or 


under their oral arrangements with you to come back and immediately 
obtain the tools which you have ? 


Mr. Dover. If they pay for the tools. 

Mr. McHueun. If they are already paid for at that time, they could 
reclaim them ? 

Mr. Dopcr. Oh, yes; they belong to them. This particular part 
that we are talking about does not have tools paid for by General 
Motors 

Mr. McHwven. Does General Motors Corp. have any rights to 
examine your production methods or to examine your books of 
account ¢ 

M. Doper. They do not. 

Mr. MclHiven. They would have nothing then with your corporation 
as to what is described as shop rights ¢ 

Mr. Doper. That is right. 

Mr. Me me Hu. Now, the propeller shaft in question there, is that 
an item which has been designed specifically to meet the designs of 
the General Motors C orp. ¢ 

Mr. Doper. That went be very difficult for me to answer. In all 
I have here there is the name of a part, and without inspecting the 
blueprints, the bills of material, I would not be able to answer that 
question. 

Mr. McHucnu. There are some items in there included in those 
contracts which have been built, tailored for General Motors ? 

Mr. Doner. Yes; I would say the majority of the parts would fit the 
particular vehicle that it was engineered and designed for. 

Mr. McHusu. Now, with reference to the prices which have been 
tailored to fit the General Motors requirements, would you tell us how 
the Dana Corp. arrives at the price for those items 4 

Mr. Doncr. Yes. First, we get an estimated amount of require 
ments. That is, of course, important as to the estimated requirements 
the customer is going to need. From that we estimate what the cost 
of manufacturing is going to be. To that we add our administrative 
costs, and to that we add a profit. 

Mr. McHwueu. That then will be the price at which you will sell 
these items to the General Motors ¢ orp. ¢ 

Mr. Dopar. Yes. 

Mr. McHuenu. Well now, the General Motors engineer has been 
working with your engineers in the design of this particular item / 

Mr. Dopcr. In m: iny instances; ves. 

Mr. McHver. Would the General Motors C orp. know or ask you 
what your costs are, t tooling costs, and so forth ? 

Mr. Doncr. Not unless they are going to pay for the tooling. 

Mr. McHuen. Will they ask you what your other items of costs are 
in connection with these items which you are selling to them? 

Mr. Doncr. No, sir. 

Mr. McHuen. Does the General Motors Corp., in the case of the 
propeller shaft, manufacture that item themselves ? 

Mr. Dopcr. Certain propeller shafts they do. 
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Mr. McHuen. That would give them some basis of knowing what 
our costs are ¢ 

Mr. Dopngr. Yes. 

Mr. McHuenu. Now, after arriving 

Mr. Dover. I would not say they know what our costs are unless 
ley are manufacturing them in the same manner. 

Mr. McHuen. They may or may not be making them in the 
une way ¢ 

Mr. Dover. That is right. 

ax: McHvueu. After you have figured out what vour costs are and 

1 have added your mark-up for administrative expenses and for 
ciel on that item, that figure then is given to the General Motors 
purchasing officer ? 

Mr. Doper. That is right. 

Mr. McHuen. In the case of the Chevrolet division, that would be 
e purchasing officer of the Chevrolet division ¢ 

Mr. Dongr. Yes, sir. 

Mr. McHvueu. Who would represent your company ? 

Mr. Dover. It would be the salesman who has that particular ac- 
ount. He would send him the price, deliver it to him. 

Mr. McHvuen. After you have announced this price to the General 
Motors Corp., would they ever have occasion to tell you that the price 
s unacceptable to them ? 

Mr. Doner. Oh, Lam sure they have. 

fr. McHveu. What do you do about it then ? 

Mr. Dover. Well, you either have to sharpen your pencil or tell 

that is it. 

Mr. McHuen. Have you ever had occasion to figure out carefully 

iat your price is, announce it to General Motors Corp., and then 
efused to lower your price to them ? 

Mr. Dover. Oh, yes. 

Mr. McHuen. General Motors would then be forced to go to some 

er manufacturer to obtain that part ? 

fr. Dopcr. I am sure they have been to other manufacturers at the 
ime time they came to us. 

Mr. McHven. Well, do they indicate to you at the time you are 
egotiating with them that they can obtain this same item from an- 
ther manufacturer at a lower price! 

Mr. Dover. I do not believe they would—I am not aware of where 
hey would make such a statement. They would, no doubt, indicate 
lat they can buy it at a lower price. 

-* McHvueu. Have you ever personally participated in these con- 

‘nces where prices are negotiated with the General Motors Corp. ? 

Mr. Doner. I have not. 

Mr. McHuexu. Would you have any reason to believe that the Gen- 
ral Motors Corp., if dissatisfied with your price, did they ever indi- 

ite to you that it would be necessary for them to make it themselves? 

Mr. Doper. Never having sat in on the conference with their buyers, 
i am not sure whether that statement has been made. It has never 
ome back to my attention that any such statement has ever been 

ade. 

Mr. McHveu. Has it ever been reported to you that in the course 

the negotiations for price, the General Motors Corp. has threatened 
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to go into the manufacture of the item themselves unless you lowered 
your price 4 

Mr. Doncr. It has never been reported to me that they have ever 
threatened us in any Way. 

Mr. McHuen. Does the contract which you have there indicat 
on its face whether or not the item in question is for original equip 
ment or for the replacement market ? 

Mr. Dover. The contract bears a number which is an indication 
that it is issued as an original equipment. It is a TS number, which 
is _ only thing we know when we get those, it is from their pur 
chasing department for original equipment. 

heen ‘r, in the body of their order they do state they have the 
right to issue releases against this contract to cover production and 
parts and service re quire ments—— 

Mr. McHucu. By parts and service requirements 

Mr. Dover. In the aftermarket. 

Mr. Mcliveu (continuing). You mean the aftermarket ? 

Mr. Dover. Yes, sir. 

Mr. McHwueu. You say that is printed in the body of the contract ‘ 

Mr. Doper. Yes, sir. 

ee McHveun. Is that contract prepared by the Dana Corp.? Is 

iat prepared by the Dana Corp. 4 

“Vin Doncr. This contract 2 

Mr. McHuen. That form. 

Mr. Dopar. No, sir; this is prepared by General Motors or the divi- 

ion of General Motors we are dealing with. 

Mr. McHwvan. Is it customary for you as the seller to use the con- 
ract form which is prepared by the buyer? 

Mr. Doper. We acknowledge on our own form that we have received 
this, and we also sign and acknowledge that we have received their 
copy. We retain one copy and send one copy back to them. There 
are other automotive manufacturers that do the same. 

Mr. Mclivenu. But this is the contract form which contains the 
terms of the contract which you have with the General Motors Corp. ! 

Mr. Doner. Yes. 

Mr. McHueu. Now, the printed terms of those contracts are in- 
cluded in the portions in the body of that contract ? 

Mr. Doper. Yes. 

Mr. McHueu. And that is a printed form of the General Motors 
Corp. ¢ 

Mr. Dongr. Yes, sir. 

Mr. McHiuen. In this case General Motors Corp. is the buyer and 
vou are the seller 4 

Mr. Doper. Yes. 

Mr. McHwuen. Well, is it customary for you as a seller of an item 
to enter into a contract in which the form has been prepared by the 
buyer specifying what the general terms of the contract are? 

Mr. Doncr. There are not too many companies that have their own 
particular contract form; there are some. Those others we do sign 
and acknowledge if the terms are agreeable, and send it back to them, 
and we keep a copy of the contract. 

Mr. McHuen. Does the Dana Corp. have any of its own forms 
which you prepare and ask buyers to sign ? 
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Mr. Dopcr. No, sir; we have an acknowledgment form that we 
send out, in which we specify certain requirements in accepting an 
der. It is in general terms that are used pretty much. 

Let me say there is nothing unusual in the terms of any acknowl- 
.doment forms that we use with our customers. 

Mr. McHueu. Well, under the printed terms of this contract, the 
General Motors Corp. : as a right to send you releases for the items 

alled for to be used by them for assembling in their car or for 
eplacement purposes ¢ 

Mr. Doper. Yes. 

Mr. McHvuen. And this contract sets a fixed price for that item 

cardless of what use it is going to have 4 

Mr. Doper. Yes. 

Mr. McHwuau. When the release comes to you, though, you say a 

umber is assigned to it so you can determine whether or not it is 
soing into original equipment or os replacement ? 

Mr. Dover. We cannot tell if is going into replacement. We 
kn ow the *y have ordered it on their parts division purchase order or 


Mr. ‘Métivu:. But nevertheless it would be the same price 

Mr. Doper. Yes. 

Mr. McHveu (continuing). At which you would sell the same item 
them for original equipment ? 

Mr. Doper. That is right. 

Mr. McHvueu. Would there be any necessity when you are selling 


to them as a part for replacement purposes to package it any 
a fferently ¢ 

Mr. Doper. No, no. 

Mr. McHuen. It all goes in exactly the same form ? 

Mr. Dover. If we did it would not be the same price. 

Mr. McHuen. If you package it specially, there would be an addi- 
tional charge made ¢ 

Mr. Dopex. Right; and if it were ordered directly from the shop. 

You see, we have a parts warehouse that we stock many items in it 

hich are on these price lists. Items of this kind would go directly 
from the manufacturing plant to General Motors or International 
Harvester or whoever it might be. 

Mr. McHvueu. Are the contracts which you have there for the 
crouping which you described as the replacement-parts contracts any 
different from those contracts described as your production or original 

equipment-ty pe contracts ¢ 

Mr. Doper. The wording down here? And the contract part, I do 
not believe there is any difference. I have not checked the exact 
wording, but I think it does state down here that they both are either 

production or service they could be shipped for. 

Mr. McHucn. Why do you describe these as two different types 
of contracts if in either case the items may be purchased for original 

equipment or for replacement ? 

Mr. Dover. It is their form; it is their contract. We established 

he price, and what piece of paper they put it on—as long as the terms 
are agreeable to us, we have no control over what kind of piece of 
paper they put it on; we are really not interested, as long as it meets 
our price and our terms and conditions that we want. 
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Mr. McHwuen. Now, the items contained in those contracts which 
you described as your replacement parts contract, they would gen 
erally be your standard items, standard parts ? 

Mr. Donce. Generally, yes. They would be the standard items plus 
the ones which are peculiar to a product we make for General Motors, 
which we have no right to sell to another manufacturer because of 
tooling. 

Mr. MclHiueu. Those items which you describe as your standard 
items which you sell directly to the General Motors Corp., you also 
distribute those same identical items to your warehouse distributors / 

Mr. Dover. We do. 

Mr. McHven. How do the prices compare when you sell such items 
directly to the General Motors Corp. with the prices at which you 
are selling them to the warehouse distributors ? 

Mr. Doner. That was the point that I told you I did not have the 
prices for. I checked with our office. The prices which we sell 
there is about a 1 percent difference between the price that we would 
sell to a warehouse and we would sell to a car manufacturer. The 
price to the car manufacturer is about 1 percent less. 

Mr. McHvucu. What is the reason that it is sold at 1 percent less? 

Mr. Doner. Usually because of the fact that to our warehouses—we 
stock those in our warehouse; they are purchased in smaller quantities 
because we have many, many warehouses, and we are shipping all 
over the country to those warehouses; and it requires more cost for 
packaging, for handling of the paper, the billing. We are talking 
about a very small amount, and that 1s what it is. 

Mr. McI{uen. Do you have, Mr. Dodge, contract prices, list prices 
for the items, these standard items, which are sold to you by your 
warehouse distributors ? 

Mr. Dopcr. That are sold by our warehouse distributors? 

Mr. McHven. That you sell to your warehouse distributors. You 
have price lists on those ? 

Mr. Dopcr. Yes, sir. 

Mr. McHI{uau. You do not have those with you, I understand? 

Mr. Doner. I would be very happy to send them to you. 

Mr. McHveu. I wonder if you would arrange to have those price 
lists covering the 3 years in question under your subpena sent to the 
committee so that we will have an opportunity to study and examine 
those ? 

Mr. Dopcgr. I will do that; yes, sir. 

Mr. McHwven. Do your warehouse distributors or their jobbers 
ever complain to you that the General Motors warehouse distributor 
is able to undersell them on the same type of item which you are 
selling to both classes of customers? 

Mr. Doper. That has never been brought to my attention; there- 
fore, I believe I would be proper in saying that it has never become 
a matter of sete ance. I will not say that we have not received a 
letter or a phone call or something from a warehouse, but it certainly 
is a serious matter or I would have heard about it. 

Mr. McHuen. Mr. Dodge, in any of these contracts which you 
have with the General Motors Corp., do you or have you ever given 
quantity discounts? 

Mr. Doner. I have one contract here of a quantity discount that 
was given to Chevrolet for a part, a very small quantity. It is a 
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ut that is outside of our normal manufacturing; it is a stamping 

part. The quantities run from, as I recall, a hundred to two hundred 

at a certain price ; ; 200 to 400 at a certain pric e: and 500 at a certam 

1] ic ce. 

~ The reason for that would be because of the small quantity involve d, 
is a stamping which requires every costly setting up of pieces, and 

f we were to make a quantity of a hundred, if we got an order for 

hundred, naturally the price would be consider: ably higher than 
for a greater quantity, because you have to amortize that setup cost 

f your dies and presses over the number of pieces that you make. 

Phose are the only ones that we have in this group of contracts 

ith General Motors that I have been able to find, and T am sure it 

the only one where there is a quantity discount. 

Mr. McHuen. Do you ever give quantity discounts on any of your 

called standard items to any customers ¢ 

Mr. Dover. In our price lists here I have not been able to find any. 

Mr. McHucu. Well, do you know, in fact, whether or not you ever 
do give quantity discounts on any standard items? 

Mr. Dover. I would say that there are a few which would be 
similar to this one; I just explained that there would be a quantity 
discount. 

Mr. McHwueu. You described this as not being a standard item, 
[ understand ? 

Mr. Dover. Oh—let me say a standard item of small production. 
In other words, in our business we have many, many standard items 
of very, very small quantities. 

If someone came in, even though it is a standard item, we might not 
arry it as a shelf item; we would have to make it up, based on the 
quantity ordered, and we would then have a quantity price list. That 
isin the minority. We have very very few of those. 
nificant. 

Mr. McHueu. Examination of the contracts covering the years in 
question then with General Motors Corp., this is the “only Same e 
that you know of where quantity discounts were given to General 
Motors? ¢ 

Mr. Doper. These are the only ones that I am aware of. 

Mr. McHueu. Senator, I have no further questions. 

Senator O’Manoney. Mr. Burns? 

Mr. Burns. No questions. 

Senator O’Manoney. Thank you very much, Mr. Dodge. We are 
obliged to you for your patience and tolerance in going through these 
details. You are excused. 

“ie Dover. Thank you, sir. 

(Discussion off the record.) 

Senator O’Manoney. Who is the next witness? 

Mr. Burns. Mr. Schrank. 

Senator O’Manoney. Be seated, sir. 


It is very insig- 


STATEMENT OF REUB SCHRANK, SECRETARY AND SALES MANAGER, 
LEE MOTOR PRODUCTS, INC. 


Mr. Burns. Mr. Schrank, would you care to read your statement 
ind then we will ask questions as you go along? 
Mr. Scurank. Yes; I will. 
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My name is Reub Schrank. I am sales manager and secretary of 
the Lee Motor Products, Inc., of Cleveland, Ohio, an Ohio corporation, 
We are in the warehouse distribution of automobile parts, selling to 
jobbers for the past 23 years. Our annual volume runs close to $1 
million. I have been requested to appear before this committee by 
the legal staff of the committee, after my name was suggested by the 
executive secretary of the Automobile WwW arehousing ‘Distributors’ 
Association, of which my company is a member. 

Senator O’Manoney. Does your company operate outside of Cleve- 
land ? 

Mr. Scurank. I am sorry; I did not hear you. 

Senator O’Manonery. Does your company operate outside of Cleve- 
land 4 

Mr. Scurank. Cleveland and outside of Cleveland. 

Senator O’Manoney. In how many communities? 

Mr. Scurank. We touch in nine States. 

Senator O’Manonery. Do you have plants in nine States? 

Mr. Scnrank. No; we have one warehouse in Cleveland. 

Senator O’Manonry. What does this touching consist of ? 

Mr. Scurank. Well, by touching I mean the bulk of our business 
is concentrated in the State of Ohio. However, we have men who 
high-spot in various other States, and sell to certain types of cus- 
tomers. 

Senator O’Mauonry. Those are salesmen ? 

Mr. Scurank. Right; they are salesmen. 

Senator O’Manoney. How many employees do you have ¢ 

Mr. Scurank. Sixteen. 

Senator O’Manoney. And you have been operating for 23 years? 

Mr. Scurank. That is correct, sir. 

Senator O’Manonry. How long have you been a member of the 
\utomobile Warehousing Distributors’ Association ? 

Mr. Scurank. For 2 years. It is a rather new organization. 

Senator O’Manonry. You personally have been engaged in the 
work only for the last 11 years? 

Mr. Scurank. Correct, sir. 

Senator O’Manoney. Is your corporation a stock corporation? 

Mr. Scurank. Yes, it is. 

Senator O'Manoney. What is the capital stock ? 

Mr. Scurank. Capital stock ? 

Senator O’Manonry. Yes. 

Mr. Scrrank. What do you mean by that question, the amount 
of shares ? 

Senator O’Manonery. Yes. 

Mr. Scurank. 800 shares. 

Senator O’Manonery. Par value? 

Mr. Scurank. Outstanding; $1 par value. 

Senator O’Manonery. Small capital / 

Mr. Scurank. Right. 

Senator O’Manonry. All right. 

Mr. Scurank. May I continue? 

Senator O’Manonery. Yes. 

Mr. Scurank. I have been engaged in this line of work for the 
yl vears. 
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lp to the year 1947, our company was a United Motors Service dis- 
butor, handling the Guide line, Deleo line, New Departure and 
lvatt bearings. In that year we were visited by several officials of 
nited Motors Service and told that they did not approve of the 
ype of trade to which we were selling our parts. 
We have always considered a high-class automobile wrecker, who 
dles new parts, to be a legitimate jobber, but United Motors Serv- 
-ordered us to stop selling the so-called junkies. 
Furthermore, they snid that in order for us to keep the line we 


iid have to commence selling to garages, service stations, and new- 
r dealers, which practice we were against because this would in ef- 
t make us compet ite rs of our customers. 
Our company, believing that it alone should determine which cus- 
ers it desired to deal with, objected to this encroachment by Gen- 
i| Motors on our independence, and dropped the United Motors 
service line. 
Mr. Burns. Mr. Schrank, how long had your company been a dis- 
hutor of the United Motors Service? 
Mr. Scurank. For approximately 9 years. 
Mr. Burns. Was there any regular contract under 
is distributor, or was it simply a course of dealing ? 
Mr. Scurank. I am not sure of that. I think there was a contract 
it we signed from year to year, but I am not positive. 
“Vin . Burns. Did you obtain your parts and equipment directly from 
e United Motors Service or was there any level in between / 
Mr. Scurank. We obtained the parts from United Motors Service 
rehouse in Cleveland. 
Mr. Burns. What type of customers did you sell to ? 
Mr. Scurank. Jobbers. 
Mr. Burns. And those jobbers in turn sold to 
Mr. Scurank. Our jobbers, in turn, sold and sell now to new-car 
lers, garages, service stations, and so forth, and to the retail trade. 
Mr. Burns. What ty pe of customers were you selling to about which 
ese United Motors Service officials complained ? 
Mr. Scurank. The wreckers whom we considered jobbers. 
Mir. Burns. Well now, these officials of United Motors Service, 
ould you care to give us their names or their positions with the 
company a 
Mr. Scrrank. Well, the primary one was the head of the United 
\fotors Service in Cleveland. 
Mr. Burns. Atthattime? That was in 1947. 
Mr. Scurank. That is right. His name was Mr. Davidson. 
Mr. Burns. Was there one visit with several officials or were there 
everal visits ? 
\Mr. Scurank. Several visits. 
Mr. Burns. Did Davidson come each time or did some others come 
d then follow up with Davidson ? 
Mr. Scurank. I do not believe he was there each time. 
Mr. Burns. What reason did they give why you should not sell to 
ese wreckers ? 
Mr. Scurank. Just that they were junkies, so-called junkies. 
Senator O’Manoney. Well, what does that word mean in the trade ? 
Mr. Scorank. It means a junk dealer, and I imagine that General 
Motors did not wish to have their name associated with junk. 


which you acted 
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Senator OManonry. Yousaid that if you followed the orders from 
General Motors and began to sell to garages, service stations, and new 
car dealers, that would make you a competitor of your customers / 

Mr. Scurank. That is correct, yes. 

Senator O’Manoney. Then, I take it, that would mean that the 
automobile wreckers or junkies were those who would sell to the 
varages, service stations, and new-car dealers ¢ 

Mr. Scurank. Those wreckers who operate as jobbers do sell to the 
car dealers, garages, and service stations. 

Senator O’Manonry. Now, what type of part would these wreckers 
sell to the service stations, garages, and the like / 

Mr. Scurank. Both new and used parts. I would like to clarify 
that a little here. 

Senator O’Manoney. Please do. 

Mr. Scurank. Our business does not consist of 100 percent selling 
to this type of account. As a matter of fact, the percentage of busi 
ness that we do with that type of account has steadily dwindled; but 
our business primarily was founded on just such a customer. 

Senator OManonry. Well, to what sort of customer do you now 
primarily sell ¢ 

Mr. Scurank. The so-called legitimate jobbers; and when I say 
“so-called,” I mean the jobbers who are considered by the manu 
facturers in the trade to be worthy to have any line in the trade and 
to sell to the dealers and the service stations and garages. 

Senator O’Manoney. Well then, are you a wholesaler ? 

Mr. Scurank. Yes; we are. Our business consists of 100 percent 
sales to jobbers. 

Senator O’Manonry. The jobber is not a wholesaler in the sense 
that you are? 

Mr. Scurank. The jobber is a wholesaler, too. 

Senator O’Mationry. But not inthe sense that you are? 

Mr. Scurank. That is correct. 

I might add that one of the requisites for membership in the Auto 
motive Warehouse Distributors Association is that you must sell 100 
percent to jobbers. As a result, our membership is held rather low. 

At the present time, I believe we have approximately 35 members in 
the entire country. 

Senator O’Manonry. When you use the phrase “high-class auto 
mobile wreckers.” do you imply that there are low-class automobile 
wreckers 4 

Mr. Scurank. Yes; Ido. Ihave seen them. 

Senator O’Manonery. And you do not sell to them ? 

Mr. Scurank. Well, they do not handle new parts. They do not 
find it economical for themselves to buy new parts. 

Senator O’Manonry. But you deal in new parts? 

Mr. Scurank. Correct, sir. 

Senator O’Manonry. Exclusively ? 

Mr. Scurank. We have one rebuilt item—correction, it is not re 
built, it is remanufactured. It is a line of brake parts, the master 
cylinder, wheel cylinders and bonded brakeshoes. Outside of that 
everything else is new. 

Senator O’Manonery. Very good, sir. 

Mr. Burns. All right, continue. 
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Mr. Scurank. It is my opinion-—I might add something here, 

if I may. 

Senator O’MAnioney. Very well. 

Mr. Scurank. After we gave up the United Motors Service line, a 
ew years afterward we were visited by representatives of United 
\fotors Service and told that we could get the line back, but one of 

e requisites was that a certain line that we were handling in our 

wrehouse at the time would have to be dispensed with, and that, 

imely. was the Monroe shock-absorber line. 

Senator O’Manuonry. And Monroe shock absorber, the Monroe 
hock-absorber line, was competitive with a part used by General 
Motors ¢ 

Mr. Scurank. Correct, sir: with the Deleo shock-absorber line. 

It is my opinion that GM Corp. is violating the antitrust laws in 

veral different respects. They are presenting unfair competition to 
urselves and to other indepe dents in the parts business. First of all, 

: feel that GM is trying to control all phases of the parts industry. 
They manufacture the car, maintain the service and repair jobs, 
listribute the spare parts, and then try to coerce the new-car dealers 
ind parts jobbers into handling their parts exclusively. They force 
the - dealers to buy parts from them in several ways: 
. By verbal coercion, 
Through insistence on their dealers handling so-called “genuine” 
arts, when in reality these “genuine” parts are manufactured by 
viele suppliers and often supplied to independent wholesalers as 
ve Il as to the car maufacturers. 
They have created jobbers of all their dealers with their rebate 
program, as applying to resale of parts. 
Their price policy gives GM dealers unfair advantage over 
numerous GM dealers— 

Mr. Burns. Is that a mistake there? 

Mr. Scurank. Yes. The word “numerous” should be “non” so 
that it will read, “unfair advantage over non-GM dealers” who are 
prevented from buying GM parts “at comparable prices. 

GM dealers have unfair advant: ige over similar repair stations 
wail garages because of the GM price police V. 

Mr. Burns. With respect to that No. 4, in what way are these 
dealers prevented from, the non-GM dealers prevented from, buy 
ng GM parts at comparable prices? 

Mr. Scurank. They cannot buy the General Motors parts that 
are made for all sorts of cars, even cars that are not General Motors. 
at the same price that a General Motors dealer can buy it for. 

Mr. Burns. Why is that? Illustate that. 

Mr. Scuranx. Well, for instance, some price schedules are set up 
on a price of 50 percent off list to garages, service stations, and non- 
General Motors dealers, 50 percent off list. 

General Motors dealers also buy it at, let us say, 50 percent off list, 
but when they resell it to another dealer or to a garage or service 
station, they get an added rebate of, perhaps, 25 or 30 percent. 

Mr. Burns. But he is only supposed to take advantage of that rebate 
for products that he actually does resell. 

Mr. Scuranxk. That is right. 

Mr. Burns. If he adheres to that, then he does not have any ad- 
vantage over the non-GM dealer, does he? They both get 50 percent. 
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Mr. Scurank. A non-GM dealer cannot resell it to a garage because 
he will not get a rebate. 

Mr. Burns. Does not that simply mean that the GM dealer is also 
a Wholesaler as far as the resale of parts is concerned, selling them 
in the sense of wholesale, so he is performing another function; but 
o far as his servicing is concerned, is he not in the same position as the 
non GM dealer? He has to pay the same price for the part which 
he uses in a repair job. 

Mr. Scurank. Yes, insofar as servicing, he is in the same position. 

Mr. Burns. Wouldn’t that also apply to No.5% Tow does he have 
in unfair advantage over the repair stations unless he violates the 
rule under which he has been able to get this rebate? If he makes 

honest. statement as to the parts he is resold, then he has to pay 
the same price for the parts as the outside repair station. 

Mr. Scorank. Well, I imagine that if he stayed honest that would 
hold true. 

Mr. Burns. All right. Will you proceed, sir. 

Mr. Scurank. We feel, also, that GM Corp. sells their parts to 
jobbers and then prevents them from buying competitive lines in the 
following Ways: 

|. With mental coercion. 

v ith threats of setting up compe titors. 

3. By threats of taking certain “captive” lines away. 

In connection with these last three points I can cite specific ex- 
unples, namely : 

About 2 weeks ago the Wix Corp. of Gastonia, N. C., a manu- 

cturer of oil filters and cartridges, was furnishing all the oil filters 

and cartridge requirements of the Riss Trucking Co. of Kansas 
City, Mo., a large operator in the transportation field. Riss 
had been buying GMC trucks and using them consistently. Three 
officials of GM _ visited the Riss Trucking Co. to inspect some 
= fective parts from some of their engines. While they were at Riss 

ieadquarters they noticed merchandise in Wix boxes. Upon learning 
that Riss had been using Wix oil filters, they informed Riss that 
unless they _ ped using Wix and started using AC oil filters, (a 
product of General Motors,) that they, GM, would not honor the 
warranty of the ae engines in the Riss trucks. Wix oil filters 
are rated as good as AC, Purolator, or Fram and so it could not have 
been the quality of Fs material that caused this ultimatum. 

Mr. Burns. When you say they are rated, are they rated by any 
organization or association 6f standards? 

Mr. Scurank. No, there is no such rating available. But I think 
the sales countrywide would show that the acceptance is there. 

Mr. Burns. I see. 

Mr. Scnrank. I can show other instances of jobbers of ours who 
are handling AC spark plugs and can buy Auto-Lite spark plugs 
from us at prices just as low but who have told me that they are 
afraid to buy Auto-Lite for fear that they will lose all their GM 
parts, including some that are “captive” parts—made only by GM. 

Mr. Burns. How will that affect a jobber, his inability to obtain 


the captive parts ¢ 


Mr. Scurank. These captive parts which are made only by General 
Motors 


. the only available source for them is General Motors, and 
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they were prevented from buying those parts, that market would 

e shut off from them. 

Mr. Burns. You mean that such a jobber, in selling to a repair 
rarage, would not be able to sell a full line? 

Mr. Scurank. That is right; and a jobber has to be prepared to 
ell a full line at all times. 

Mr. Burns. You have been told that by some of your jobbers? 

Mr. Scurank. Yes, sir. 

Mr. Burns. Well now, the way you have put it here you say they 
ive told you that they are afr: aid for fear they will lose all their 


GM parts. Have you been told of any specific threats other than 
e fear which they may have expressed ? 


Mr. Scurank. Well, you mean of a specific example of 

Mr. Burns. Is the fear based on something that was said or some 
other example that they had seen it happen to somebody else or is it 

ust a fear that they de ‘veloped 

Mr. Scnranx. Well, they do not develop the fear of their own 
olition. It comes from what I call the mental coercion. 

| know of one case in Pittsburgh which does not involve a customer 
‘f ours, but it is a chain of 19 stores that is centered in Pittsburgh, 
who were United Motors Service distributors, AC spark plugs, and 
so forth; and they decided to take on a line of Auto-Lite spark plugs 
n conjunction with the rest of their merchandise. 

After they got the line in they were visited by people from UMS 
and told that unless they removed the Auto-Lite line that they would 
have to get rid of all their General Motors parts. 

We Il, this spec ific customer refused to ~ buffaloed in this case. He 
nvited the United Motors Service people to use his trucks and take 

e parts out of there that very day if they so desired. 

Mr. Burns. What was the result ? 

Mr. Scurank. The result was they backed down. 

Mr. Burns. That would not be a good illustration of why these 
other jobbers should fear that something would happen. 

Have there been instances where the threats were carried out so 
that it would be a basis for a fear on the part of other jobbers even 
though they had not had the experience themselves ? 

Mr. Scurank. Well, I myself cannot cite an instance. 

Senator O’Manuonry. Well, you say here that you can show other 
nstances of jobbers, jobber customers, of yours—then skipping a 
Ine— 
vho have told me that they are afraid to buy Auto-Lite for fear they will lose 
ill their GM parts. 

Now, you were told, according to this statement. 

Mr. Scurank. That is right. 

Senator O’Marionry. What were you told ? 

Mr. Scurank. I approached them on the possibility of handling 
\uto-Lite spark plugs, and I was told that thought they would like 
to handle them—that they would like to handle “them, but unfortu- 
nately they felt they were jeopardizing the continued purchase of 
General Motors parts if ‘hes bought Auto-Lite spark plugs. 

Senator O’Manonry. Did they give you any reason for that? 

Mr. Scurank. No, they just said, “You know what happens in cases 
like this.” 
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Senator OManonry. Well, was this so well-known in the business 
that it was not necess ary to give spec ific instances / 

Mr. Scurank. I believe it is. 

Senator O'Mattonry. Why do you believe it is ? 

Mr. Scurank. Because I believe it is a fear that is generally preva 
lent in the business. 

Senator O'Manonry. Why is it prevalent ? 

Mr. Scurank. Because United Motors makes it prevalent. They 
do instill fear in these people that if they handle competitive parts 
threat they are liable to lose the ir lines. 

Senator O'Mationey. If you will turn back to page 3 in the story 
about the Wix C orp. of Gastonia, you say that three officials of GM 

visited the Riss Trucking Co. to ins pect some defective parts, and 
the ‘n you went on to say that the result was that they noticed that the 
Wix oil filters were in there, and they objected. Do you know who 
these officials were / 

Mr. Scurank. No, sir: I do not. 

Senator O'Manonry. How do you know that three officials of GM 

did visit the Riss Trucking Co. ? 

Mr. Scurank. This was told tome by Mr. Arthur Hull-Ryde, who 
is vice president and general manager of the Wix Corp. 

Senator O’Manoney. He told you that officials came 4 

Mr. Scurank. Those were his words. 

Senator O’Manonry. Do you know what he meant by officials? 
= ere they zone managers, district managers, headquarters managers, 

"persons authorized to speak, or salesmen 

‘- Scurank. I would venture a guess, and it is only my guess, that 
he meant the zone manager. But, as I said, I cannot say safely exactly 

who he did mean. 

Senator O’Manoney. All you are telling us is what was told to you 
by a responsible official of the Wix Co.? 

Mr. Scurank. Pardon? 

Senator O’Manonry. What you are telling us, then, is what was 
told to you by a responsible official of the Wix Co.? 

Mr. Scurank. Correct. 

Senator O’Manonry. Proceed. 

Mr. Scurank. I have another instance of a customer of ours who 
purchased Monroe shock absorbers from‘us up until a year and a half 
ee when suddenly he switched to Delco, a GM roduct. 

Upon investigation he told us that he took the AM package deal and 
was told that unless he took the Delco shocks along with it, he could 
not have any of the other GM parts. 

Mr. Burns. Is this package deal he is referring to something which 
is offered publicly as a group of products which must be taken or is 
it a salesman’s insistence in taking an order that they take all of the 
parts in order to get the other parts 4 

Mr. Scurank. Well, as I understand it, this package deal is offered 
ts certain selected customers, and there are various size packages. But 

also understand that they must take all the parts that go in the United 
fo Service line. 

Senator O’Manonry. Well, you had personal experience, according 
to what you haves sae earlier in the testimony, if I remember correctly ; 
you said that after your company had given up the United Motors 
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ervices business, you were approached again by an official of General 
Motors i ind offered the business; is that right? 

Mr. Scurank. Correct, sir, 

Senator O’Manonry. Who was the person who approached you and 
(fered the business ? 

Mr. Scurank. The zone manager in Cleveland. 

Senator O’Manonry. The zone manager in Cleveland ? 

Mr. Scurank. Yes,sir. 

Senator O’Maronry. What was his name? 

Mr. Scurank. Mr. John Osadcky, I think it is spelled O-s-a-d-c-k-y 

Senator O’Manonery. You also said that in making this offer to 

illow your company to resume the business in United Motors Service 
arts, you were told that it would be necessary for you to take also 
e De le o shock absorber instead of the Monroe. 

Mr. Scurank. That is correct; not only to take Delco shock ab- 
orbers, but get rid of the Monroe. 

Senator O’Manonery. That was told to you personally ? 

Mr. Scurank. Yes, sir. 

Senator O’Manonry. And by this gentleman whose name you have 
ust given us? 

Mr. Scurank. Yes,si 

Senator O’Manonry. You say he was the zone manager in Cleve- 
ind ¢ 

Mr. Scurank. Yes, sir. 

Senator O’Manoney. This is a matter which is not based on hearsay 
f any kind? 

Mr. Scurank. Nosir; I was 

Senator O’Manonry. This is your own personal experience ? 

Mr. Scurank. That is right. I was not the only one he told it to. 
Phe president of the company was there at the same time. 

Senator O’Manonry. Who was the president of the company 4 

Mr. Scurank. Mr. Joseph Kumin. 

Senator O’Manoney. Will he confirm your statement ? 

Mr. Scurank. Yes; he will. 

Senator O’Manonery. Very good. 

Mr. Burns. Will you continue ? 

Mr. Scurank. In connection with GM insisting on so-called genu- 

parts, it seems a little strange in view of the fact that GM has 
just announced their intention of manufacturing parts for the 
iftermarket for cars not of their manufacture. 

Senator O’Manonry. What is the aftermarket ? 

Mr. Scurank. The aftermarket is the market where parts are sold 
for used cars. 

These in no sense of the word could be called genuine parts. Fur- 
thermore, in several of the lines that GM now distributes for sale in 
the replacement market, they include parts for cars not of their own 
manufacture. 

[ have been told of an instance of a brand name being sold to the 
independents in the aftermarket, namely, Anchor Rubber products. 
This same company sells floormats, motor mounts, and accelerator 
pedal pads to GM, who in turn distribute them only for their after- 
ae sales. Nevertheless, United Motors Service maintains that 
these are so-called genuine parts, despite the fact that they are not 
used as original equipment in GM cars. 
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We think that GM does not seem to be able to make up their mind 
as to which segment of the aftermarket industry shall become their 
jobbers. They sell these “package” deals to the jobbers and all the 


while give rebates to the new-car dealers on resale of parts which in 


effect make them jobbers. All this adds up to only one thing—GM’s 


parts polic: y ison the road to creating a monopoly. 

They now control about 50 percent of all of the new-car manu 
factures and are trying to control as large or larger a share of the 
parts market. In other words, it appears that they are trying to get 
all the business relating to GM cars from the cradle to the grave. 


Against General Motors Corp.. with their tremendous resources, 


the independents stand as much chance as a man with $50 against a 
millionaire in a game of poker at table stakes. 

We feel that present laws should be enforced and amended to 
obliterate this sword of Damocles hanging over the heads of the deal 
ers, jobbers, and manufacturers. 

Senator O’Manoney. Mr. Schrank, what would happen in the field 
of the automotive industry in which you are engaged if the General 
Motors Corp. actually did adopt the policy of manufacturing and 
selling all replacement p: rts and all original parts for GI cars? 

Mr. Scnrank. Gl cars? 

Senator O’Manonry. GM. That was the bad typing in your 
mimeographed statement that made me say GI. 

Mr. Scurank. You mean what would happen to our business? 

Senator O’Manonry. What would happen in the field in which 
you are engaged? What would happen to jobbers like yourself, 
wholesalers like yourself ? 

Mr. Scurank. Well, I imagine that it would be a little tougher 
for us to sell parts, a lot tougher. 

Senator O’Manonrey. Well now, you realize, of course, that the 
normal question that would arise in the mind of an ordinary citizen 
who has not studied the business as you have, would be, Why should 
a manufacturer of any car not be free to make all the cars, all the 
parts, needed for the cars? 

Mr. Scnrank. I have no objection to that. 

Senator O’Manonry. And tosell all the parts? 

Mr. Scrrrank. I have no objection to that either. 

Senator O’Manoney. And require that their dealers obtain and use 
only those parts? 

Mr. Scurank. Well, that I do have an objection to. 

Senator O’Manoney. Yes,sir. And what is it? 

Mr. Scnrank. I feel that the dealer, investing his own money in 
his own business, should be allowed to run his business as he sees fit. 
and if he can buy a part from an outside supplier that is just as good 
and save himself some money or maybe get it a little easieir, why 
should he not be free to do so? 

Senator O’Manoney. In other words, what you object to is the rule 
of exclusive dealing. 

Mr. Scrrank. That is right. 

Senator O’Manoney. All right. Thank you very much, Mr. 
Schrank. 


The committee will recess until 1:30, when Mr. Murphy and Mr. 
Clarke will be the witnesses. 
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(Whereupon, at 12:10 p. m., the subcommittee recessed, to recon- 
ne at 1: 30 p.m. the same day.) 


AFTERNOON SESSION 


Senator O’Manonry. The subcommittee will come to order. 

Are you ready, Mr. Burns? 

Mr. Burns. Yes. 
The first witness this afternoon, Mr. Chairman, is Robert W. Murphy, 
f the Borg-Warner Co., of Chicago. 


STATEMENT OF ROBERT W. MURPHY, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, BORG-WARNER C0.; ACCOMPANIED BY C. C. 
BLANCHARD, SERVICE MANAGER, BORG & BECK DIVISION 


Mr. Murrny. May I state, Mr. Chairman, that this is going to be 
two-headed witness. We have, with the indulgence of the subcom 
mittee chairman, Mr. Blanchard—Mr. C. C. Blanchard, who is service 
manager of our Borg & Beck division of of the Borg-Warner Corp., 
which is a rather peculiar organization in that, while we have some 
(0 divisions, we have a very small central office staff. 

We are very much decentralized. We have no central manufactur- 
ng, nor central sales. And asa result, in order to give you the factual 
material you need and want, we have asked Mr. Blanchard to sit by 
ne here, and with your permission he will answer the questions that 
fall within his ambit of his particular knowledge. 

Senator O’Manroney. That will be perfectly satisfactory, Mr. 
Murphy. 

May I suggest that we begin, then, by your statement of identifica- 
tion, followed by Mr. Blanchard’s, giving your fuli name and the 
position you occupy in the company, where the company was incor 


porated, and that sort of thing; what your function is; and let Mr. 
Blanchard speak for himself. 

Mr. Murpny. Yes. 

My name is Robert W. Murphy. I am vice president and general 
counsel, Borg-Warner C orp. Borg-Warner Corp. was founded in 
1928. It was the merger of four companies supplying automotive 
parts, and primarily, it is a collection of small business, so to speak, 
companies, suppliers of automotive parts that have remained fairly 
independent. 

Senator O’Manoney. This was a small-business merger ? 

Mr. Mureny. That is right. It was a collection of companies. Our 
largest plant has approximately 5,000 employees. We have down to 
as low as: 30 employees in some plants. 

The plant Mr. Blanchard represents has approximately 

Mr. Buancuarp. 300. 

Mr. Murpny. 300 employees, which is typical. 

And our central office is in Chicago, III. 

The plants are loacted in Chicago; Muncie, Ind.; Rockford, Il; 
Bellwood, Tll.; Detroit; Kalamazoo; Ithaca, N. Y. 
of other places. 

Senator O’Manonry. Why is it that nobody thinks to mention the 
name of the State after speaking of “Ialamazoo” ? 


* and a number 
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Mr. Murruy. I expect that everyone knows. 

Senator O’Manonry. How many States all together ? 

Mr. Murruy. Weare qualified in nine States. 

Senator O’MAanoney. _— in how many cities do you operate ? 

Mr. Merry. We are in approximately, I think, about 14 or 
cities. 

Senator O’Mainonry. What is your total employment, overall? 

Mr. Murpiuy. Our total employment is approximately 30,000 at the 
present time. 

Senator O’Manonry. How long have you been in operation ? 

Mr. Murriy. The company was formed in 1928. 

Many of the divisions, constituent companies, are considerably 
older. 

Senator O°’Manoney. So it is not a Johnny-come-lately in the auto- 
motive business ? 

Mr. Mourpiry. No. 

sorg and Beck division was formed, I believe, in approximately 

Mr. BLhancnarp. 1912. 

Mr. Murpiry. 1912. 

Senator O’Matrionry. When was the merger ? 

Mr. Mureny. That occurred in 1928, and the other companies joined 
the group through the years, a great many of them in the early 
thirties. 

Senator O’Manonry. How many were there? 

Mr. Murpiry. At the present time, I think we have about 27 com- 
panies all together. 

We have a gross sales for the year 1954 of about $380 million, and 
approximately half of that, 46 percent to be precise, is automotive. 
That is both original equipme nt and replacement parts. 

Senator O'Mantonry. What is the capital stock of the entire out- 
it ¢ 

Mr. Murriry. Let’s see: there are approximately 7 million shares 
outstanding, $5 par. And then there is a small issue of preferred 
tock. 

Senator O'Manonry. In what State was it incorporated ? 

Mr. Murrny. It is an Illinois corporation. 

Senator O'Manonry. Doing an interstate business ? 

Mr. Murpny. That is correct. 

Senator O’Manoney. Very well. 

Now, if you will speak, Mr. Blanchard. 

Mr. Buancnarp. My name is C. C. Blanchard. I am service man- 
ager of the Borg and Beck division in Chicago. 

Senator O'Manonery. What is that division ? 

Mr. Buanciuarp. The Borg and Beck division manufacture 
clutches and torque converters. 

Senator O'Manonery. Proceed, Mr. Burns. 

Mr. Murry. If I might state, Mr. Chairman, our subpena arrived 
just last Thursday, and in the very short time we had available—it 

sked for all contracts with General Motors—I have a table that 
would indicate for the vear 1954 that some 14 of our divisions sup- 
plied approximately 15 of General Motors’ divisions, so that the 
scope of the subpena was so large, that with the indulgence of Mr. 
Burns and his staff, it was agr eed that we would bring ‘the material 
relative to just three divisions, those in and around Chicago. 
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Che Borg and Beck division, the Spring division, which is at 

I!wood—they manufacture various spring parts. They also manu 

‘ture automatic transmission parts for a number of the General 
—— divisions ; as a matter of fact, some of those contracts were 

acquired this last year — were taken from General Motors parts 
ers, as a matter of fact, in this particular case. 

it was felt if we aul Borg and Beck division, and Spring 

sion with our Bore-Warner Service Parts Co... which is a mer- 

indising company, that was a company formed in 1929—it took 

some wholes ile rs from inde ‘pendent warehouses which had been 

‘tnbers of what is called the NAPA, which was a parts association 

| dependent warehouses it is the suecessor to those warehouses, 

| Borg and Beek division sells now to Borg-Warner Service Parts 

0. just ¢ exac tly like they used to sell to the independent warehouses 

it constitute the present Borg-Warner Service Parts Co. So we 

just covering those three divisions. 

Senator O’Matrronry. That is understood. 

Mr. Mourrny. Thank you. 

Vir. Burns. After the hearing, if there are further records that we 

e told Mr. Murphy we would let him know, then the staff would 
et it. 

Mr. Murrny. We will be glad to supply that. 

Mr. Burns. Will vou tell us the principal automotive parts which 

do manufacture, and then tell us which of those you sell to any of 

e General Motors divisions ? 

Murruy. Yes, sir. The principal automotive parts are, first 
of all, clutches and automatic transmissions, torque converters; the 
rdrive which is manufactured for Chevrolet; numerous stamping 
parts, pumps, fuel, and hydraulic, although that is largely an aircraft 
dustry; radiators, universal joints, some carburetors which are 
rgely for replacement purposes and for tractors: timing chains, 
prockets, various gears which are made by our Warner Automotive 
Parts Co., generally for the after-market. 

If I may cover the Spring division, since that is one that. we have 
brought the contracts on, they have one contract with Chevrolet which 

is just acquired October 24, 1954, to make 50 percent of the require- 
ents of a transmission-clutch plate. That is a part of an automatic 
transmission and that is entirely for original equipment. 

Incidentally, that part was formerly, before 1954, October 14, pro- 
duced by General Motors Division Moraine. In addition, the Spring 

vision on July 12, 1955, entered into a contract with Buick to furnish 

10 ) perce nt of their torque- ee assembly. That again, is a part 

i part. In other words, it is a part of an automatic transmission 
semb ly. That again was a contract previously handled by Fabri- 
ist, which was a division of General Motors. ‘They had originally 

used an aluminum casting. Our Spring division, through their engi- 
eering development laboratory, developed the new type of steel as- 
embly which performed the same purpose, and they have just entered 
that contract which covers 100 percent of those requirements. 

In addition, they furnished the spraggs for the one-way clutch. 
\nd the one-way clutch assembly itself, which goes into the hydra- 
natic and the Buick dynaflow. 

Mr. Burns. With reference to the clutches, how many of the Gen 
eral Motors Divisions do you sell clutches to / 
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Mr. Buancnarp. One at this time—one division, Chevrolet. 
Mr. Murpuy. For original equipment. 
Mr. Burns. For any kind of equipment, original or replacement 


how many divisions do you sell clutches to? Let us take the year 


1954, for which you brought some records. 

Mr. Branciarp. Chevrolet, Buick, and spare parts to Oldsmobile 
and sO On. 

Mr. Burns. Did you not also sell to Cadillac and Pontiac last year? 

Mr. Buancuarp. The corporation did. I was speaking for Borg 
und Beck. 

Mr. Burns. Suppose Mr. Murphy looks at the chart that you pre- 
pared and answers for the whole company. 

Mr. Mureuy. It is indicated—it was prepared by our market re- 
search department—that we have sold clutches for Buick, Cadillac, 
Chevrolet, the industrial clutch for Detroit-diesel, certain Borg and 
Beck long clutches for General Motors of Canada; a long clutch for 
GMC; Borg and Beck cluteh for GM Overseas; and a long clutch for 
Moraine products. Then Borg and Beck parts for Oldsmobile and 
long clutches for Pontiac. 

Mr. Burns. You brought with you contracts between the Borg and 
Beck Division of your company with General Motors, covering the 
purchase of clutches. Are these contracts illustrative of the kind of 
contracts under which you sell your products to various General 
Motors divisions ? 

Mr. Murrny. I think they are illustrative. I must say that with 
our decentralized system it is very difficult to generalize. Kach divi- 
sion has rather different procedures and policies. So far as I know, 
they are fairly representative of the type of contract. 

Mr. Burns. Mr. Chairman, I would like to place in the record the 
first page of an agreement dated October 11, 1954, No, F-1741, printed 
contract form of the General Motors Corp., Chevrolet Flint manu- 
facturing division, upon which is typed in the name “Borg & Beck 
division, Borg-Warner C orp. 

What [ would like to do is to have this included in the record without 
the prices shown, and for that purpose we will prepare another copy 
which can block out the prices. 

Senator O’Manonry. The prices are eliminated because of the con- 
fidential nature ? 

Mr. Murpeny. Yes, the competitive— 

Senator O’Manonry. In the competitive field. That will be agree- 
able. ‘The document may be received. 

(The document marked “F-1741” was received in evidence and will 
be found in the files of the committee. ) 

Senator O’Manonry. In that form. 

Mr. burns. And I am only using the first page for purposes of 


illustration. With respect to the rest of it, we will discuss it with 
the witness, 


Senator O’Manoney. Very well. 

Mr. Burns. Also, I would like to have placed in the record a similar 
document of the same date, No. F-1742. And there again we will 
block out the prices. 

Senator O’Manoney. It may be received. 
(‘The matter referred to is as follows :) 
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HEV 92 
54 Printed U. S. A 
ze 1 of 2 
No. F-1741 

Buyer: Mr. C. S. Wagner. 

(GREEMENT, dated the llth day of October, 1954, between Borg & Beck Divi- 
ion, Borg-Warner Corporation, 6558 S. Menard Avenue, Chicago 38, Illinois, 
ereinafter called the “Seller”, and General Motors Corporation, a corporation 

the State of Delaware (Chevrolet—Flint Manufacturing Division) herein- 
fter referred to as the “Buyer”, Witnesseth : 

The Seller agrees to sell and the Buyer agrees to purchase, at the price and 
ipon and subject to the terms and conditions on the face and reverse side 

eof approximately (see below) of the Buyer’s requirements of the following 
ticles, hereinafter refered to as the “articles,” between the dates of October 
st, 1954, and December 31st, 1954. 


PRODUCTION 

Part No. 5836021. Clutch Driven Plate Assembly (H. D. Truck) Russell 
icing 11°’. 
Part No. 5836097. Clutch Driven Plate Assembly 
sbestos Facing (10’’ molded Facing). 

rt No. 5836103. Clutch Driven Plate Assembly (Passenger) 914’’ Molded 
acing. 
Part No. 5836119. Clutch Driven Plate Assembly (Passenger, Taxicab & Com- 
ercial) 10’’ Woven Facing. 


This contract cancels Contract F-11535 and is effective with all shipments made 
ind after October Ist, 1954. 


- F 


235 Truck) J-—M or U. S. 


General Motors Division of Canada may participate in this contract if they 
o desire, 
rerms of Payment: Net 25th Prox. Remittance will be made by check in the 
hange ordinarily used by the paying office. F. O. B. Chicago or Clearing, 
ois—freight collect 


GENERAL MOTORS CORPORATION, 
CHEVROLET—FLINT MANUFACTURING DIVISION, 
sorG & BECK DIVISION, 
BoORG-WARNER CORPORATION. 
ye 


4 Printed U.S. A. 


Page 2 of 2 
No. F-1741 

Buyer: Mr. C. S. Wagner. 

AGREEMENT, dated the llth day of October 1954, between Borg & Beck Divi- 
on, Borg-Warner Corporation, 6558 8S. Menard Avenue, Chicago 38, Illinois, 
ereinafter called the “Seller”, and General Motors Corporation, a Corporation 

the State of Delaware (Chevrolet—Flint Manufacturing Division) hereinafter 

referred to as the “Buyer”, Witnesseth : 

The Seller agrees to sell and the Buyer agrees to purchase, at the price and 
pon and subject to the terms and conditions on the face and reverse side hereof 
ipproximately (See below) of the Buyer’s requirements of the following articles, 
ereinafter referred to as the “articles,” between the dates of October 1st, 1954 
ind December 31st, 1954. 

PRODUCTION 


Borg & Beck Division to furnish as completed Assemblies approximately 50% 

the total requirements of Clutch Driven Plate Assemblies for all Chevrolet 
models. This is to be made up of all Service, Walkerville and Tonawanda 
requirements. 

Chevrolet—Flint to produce all Passenger and Truck Assemblies for Flint 
ip to approximately 50% of total requirements of all models and any Tonawanda 
requirements of Passenger and/or Truck Assemblies necessary to make this 
percentage. 

Adjustments will be made quarterly in order to insure that both Borg & Beck 


Division and Chevrolet—Flint are receiving their proper proportion. 
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Ni Dies, tools and/or molds, for producing parts marked with asterisk (*) 
and covered by Purchase Orders FM-111543 and FM-—115410 are the propert 
of the Chevrolet-——F lint Manufacturing Division, General Motors Corporation 
The Buyer may, at any time. remove said dies, tools and/or molds from the 
Seller's plant for any reason whatsoever. 

Terms of Payment: Net 25th Prox. Remittance will be made by check it 
the Exchange ordinarily used by the paying office. F. O. B. Chicago or Clearing 
Tllinois freight collect. 

GENERAL MOTORS CORPORATION, 
CHEVROLET—FLINT MANUFACTURING DIVISION, 
Bore & Beck DIVISION, 
BorG-WARNER CORPORATION. 
CHEV 92 
Rev. 2-54 Printed U. S. A. 
Page 1 of 
No. F-1742 
Buyer: Mr. C. S. Wagner 

AGREEMENT, dated the 11th day of October, 1954, between Borg & Beck Divi 
sion, Borg-Warner Corporation, 6558 S. Menard Avenue, Chicago 38, Illinois, 
hereinafter called the “Seller”, and General Motors Corporation, a corporation 
of the State of Delaware (Chevrolet—Flint Manufacturing Division) herein 
after referred to as the “Buyer”, Witnesseth : 

The Seller agrees to sell and the Buyer agrees to purchase, at the price and 
upon and subject to the terms and conditions on the face and reverse side 
hereof approximately 100° of the Buyer’s requirements of the following articles, 
hereinafter referred to as the “articles,” between the dates of October 1st, 1954 
and December 31st, 1954. 


SERVICE 


Part No. 38704778. Clutch Driven Plate Assembly (Taxicab) J-M Facing (10’ 
Facing). 
Part No. 3835216. Clutch Driven Plate Assembly (Passenger) J-M Facing 
(914’’ Facing). 
Part No. 8835548. Clutch Driven Plate Assembly (Passenger) Any approved 
I 


Facing except J-M and Amco #2488 molded (914’"). 

Part No. 38354538. Clutch Driven Plate Assembly (216 Truck) J—M Facing. 

Part No. 38385454. Clutch Driven Plate Assembly (255 Truck) Raybestos 
Facing 

Part No. 38835455. Clutch Driven Plate Assembly (235 Truck) Russell Facing. 

Terms of Payment: Net 25th Prox. Remittance will be made by check in the 
Exchange ordinarily used by the paying office, F. O. B. Chicago or Clearing, 
Ilinois—freight collect 

GENERAL Morors CORPORATION, 
CHEVROLET—FLINT MANUFACTURING DIVISION, 
Bore & Beck Division, 
BorG-WARNER CORPORATION 
CHEV 92 
Rev. 2-54 Printed U. S. A. 
Page 2 of 5 
No. F-1742 
Buyer: Mr. C. 8S. Wagner. 

AGREEMENT, dated the 11th day of October, 1954, between Borg & Beck Division, 
Borg-Warner Corporation, 6558 S. Menard Avenue, Chicago 38, Illinois, herein 
after called the “Seller,” and General Motors Corporation, a corporation of the 
State of Delaware (Chevrolet—Flint Manufacturing Division) hereinafter re 
ferred to as the “Buyer,” Witnesseth: 

The Seller agrees to sell and the Buyer agrees to purchase, at the price and upon 
and subject to the terms and conditions on the face and reverse side hereof 
approximately 100% of the Buyer’s requirements of the following articles, 
hereinafter referred to as the “articles,” between the dates of October 1st, 1954 
and December 31st, 1954. 
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SERVICE 


Part No. 3836021. Clutch Driven Plate Assembly (HD Truck) Russell Facing 
are. 
Part No. 3836097. Clutch Driven Plate Assernbly (235 Truck) J—M Facing (10’’ 
icing). 
Part No. 3836108. Clutch Driven Plate Assembly (1955 Pass.) J-M Facing 
’ Molded Facing). 
Part No, 5556119. Clutch Driven Plate Assembly (1954 Comm. & Light Truck) 
’’ Woven Facing) 
Part No. 3856121. Clutch Driven Plate Assembly (1955 Pass.) (9'44’’ Woven 
cing). 

No. 5847450. Clutch Driven Plate Assembly (Passenger) J—M Facing 

No. 3847530. Clutch Driven Plate Assembly (Passenger) Any approved 

xcept J-M. 
ns of Payment: Net 25th Prox. Remittance will be made by check in the 
ordinarily used by the paying office. F. O. B. Chicago or Clearing, 
freight collect. 
1ENERAL Morors Corporation, 

‘IWEVROLET—FLINT MANUFACTURING DIVISION, 
oRG & Beck Division, 
SORG-WARNER CORPORATION 


( 
( 
I 


Page 3 of 3 


No. F-1742 


ated the 11th day of October, 1954, between Borg & Beck Division, 
rporation, 6558 S. Menard Avenue, Chicago 38, Illinois, herein- 
the “Seller”, and General Motors Corporation, a corporation of the 
elaware (Chevrolet—Flint Manufacturing Division) hereinafter re 

to as the “Buyer”, Witnesseth : 
Seller agrees to sell and the Buyer agrees to purchase, at the price and 
nd subject to the terms and conditions on the face and reverse side hereof 
mately 100% of the Buyer's requirements of the following articles, here 
referred to as the “articles”, between the dates of October Ist, 1954, and 

ber 31st, 1954 
SERVICE 


contract cancels Contract F-1152 and is effective with all shipments 
leon and after October 1, 1954. 
\ll parts that are unitized are to be packaged in accordance with instructions 
shed by the Parts & Accessories Unitizing Department. 
en parts covered by this contract for Passenger Assemblies are shipped 
bulk, the part number will have to be stamped on the Assembly as specified 
ur blueprint. 
The price of the Passenger Assembly when shipped in bulk will be the price 
wn above, plus $0.01 each for stamping the part number. 
Terms of Payment: Net 25th Prox Remittance will be made by check in 
Mxchange ordinarily used by the paying office. F. 0, b. Chicago or Clearing, 
inois—freight collect. 
GENERAL Motors Corporation, 
CHEVROLET—FLINT MANUFACTURING DI 
Bora & BEcK DIVISION, 
BorG-W ARNER CORPORATION. 


Mr. Burns. I note that this contract is a printed form of the Gen 

il Motors Corp. Is it customary for you in selling your products 
to use the contract form of the purchaser ¢ 

Mr. Murrny. This type of contract is actually very much like a 
uurchase order. And, of course, in that case always the suppher fur- 
\ishes the purchase order which we sometimes accept with certain 
mditions attached. 
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a standard contract which we have accepted 
typed in which form the subject of nego 


I do not believe we could generalize to say that it is customary 01 
not. In many eases the contract is negotiated with a simple form of 
contract like this. 

It would be quite customary, lL believe, to use the standard form of 
the customer. 

Senator OMaAtroney. 
by (‘hevrolet 9v. 

“Mr. Murpnuy. That is correct. 


Senatol () MATION Y. 


Let me make this clear. This isa form printed 


So that it is a General Motors form prepared 
ie divisions of General Motors upon which there has been 
1 


typed in the material which deals specifically with the products which 


‘the subject of the contract itself. 
Mr. Murprry. That is right, and which deals with such subjects as 
tooling i] ad pel iods of delin ery. and SQ) forth: even with respect to pul 


chase orders, we very frequently will take exception to a standard 


clause in the purchase order and will reach agreement on the lan 
guage of the clause to be applicable to that particular order. This isa 
standard form, I should state. 


Vir. Burns. [also would like to have ineluded the back of one of 
these contracts, which is called Contract Terms and Conditions, to 
illustrate the terms and conditions. It dloes not appear on all of the 
photostat .menator. 

Senator O'Mationry. That may be done. 


{ 


(Th document referred to is as follows:) 






CONTRACT TERMS AND CONDITIONS 










BILLING AND SHIPPIN( 





A. All material shall be suitably packed, marked and shipped in accordance 
with the requirements of com 


mon carriers in a manner to secure lowest trans 
portation cost, and no additional charge shall be made to the Buyer therefor 
unless otherwise stated herein. 

Ih. No charge shall be made by Seller for drayage or storage, unless otherwise 
stated herein 

C. Unless otherwise specified herein, Seller shall properly mark each package 
With Buyer’s contract number, factory, plant and/or dock number, and where 
multiple packages comprise a single shipment each package shall also be consecu 
tively numbered. Contract number and package numbers shall be shown on pack 
ine slips, bills of lading and invoices. 

DD. Packing slips must accompany each shipment, 

I. Original bill of lading, or other shipping receipe, for each shipment shall 
he promptly forwarded by Seller in accordance with instructions issued by the 
Buyer 

Ih. Seller agrees to describe material on bill of lading or other shipping receipt 
and to route shipment in accordance with instructions issued by Buyer’s Traffi: 
Department. 

G. Render Invoices in duplicate—Price only original. (See item 16.) 

H. Monthly statements must be rendered promptly. 

1. Payment will be made by voucher only. No drafts will be honored. 






































TERMS AND CONDITIONS 





1. This contract is to be construed according to the laws of the state from 

which this contract issues as shown by the address of Buyer, which is printed 

on the face of this contract. The contract is non-assignable by Seller. 
> 


2. Deliveries are to be made both in quantities and at times specified in sched 
ules furnished by Buyer. Buyer will have no liability for payment for material 
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Buyer which are in excess of q 
Buyer may from time to time change 
pension of scheduled shipments 
be liable for delays or defaults in deliveries due to 


and without its fault or negligence. If at any time Se 


‘ve that deliveries will not be made as scheduled, written n 
th the cause of the anticipated delay will be given immediate 


<pressiy warrants that all the material and work covered 


conform to the specifi nitions. drawings suimples o1 other des 


Tix 


rv specified by Buyer, and will be merchantable, of good mate 
ianship and free from defe ler expressly warrants that all the 
vered by this contract which the product of Seller or is in accord 


Seller's specifications, will be fit and = sufficient for the purposes 


to cancel all or any part of the undelivered portion 


not make deliveries as specified in the schedules, or 
» terms hereof incinding the warranties of Seller 

ceived subject to Buyer's inspection and rejection 
ial not in accordance with Buyer's specifications will 


f 


struction and at Seller's risk and if Seller so directs, will be 


and schedule. Payment for material on this contract ] 
not constitute an acceptance thereof. 
the right at any time to make changes in drawings and 
v material and/or work covered by this contract Any 


time for performance resulting from such changes shall be 


expense. No goods returned as defective shall be replaced 


the contract and/or schedule shall be modified in writing 


‘nished by Buyer, on other than a charge basis in connec- 
act, shall be deemed as held by Seller upon consignment All 
used in the manutacture of the products covered by this con 

directed, be returned t suyer at Buyer’s expense, and if not 
1 so returned, shall be paid for by Seller. All such materials, 
limited to, tools, dies. gauges, jigs. fixtures. ete... owned by 
: all be fully insured by Seller against loss by fire and extended coverage 
nless otherwise herein agreed, Seller at its own expense shall furnish, keep 
od condition and replace when necessary all dies, tools, gauges, fixtures, 
atterns necessary for the production of the material ordered. The cost of 
res in the aforementioned items necessary to effect design or specification 
ves ordered by Buyer shall be paid for by Buyer. 
suyer has the option, however, to take possession of and title to any dies, tools 
ves, fixtures, and patterns that are special for the production of the material 
d by this contract and shall pay to Seller the unamortized cost thereof 
ded, however, that this option shall not apply if the material hereby ordered 
e standard product of Seller or if a substantial quantity of like material is 
ng sold by Seller to others. 
0. The remedies herein reserved shall be cumulative, and additional to any 
ther or further remedies provided in law or equity. No waiver of a Breach 
any provision of this contract shall constitute a waiver of any other breach, 
of such provision. 

11. Seller guarantees that the material hereby ordered and the sale or use of 
Will not infringe any United States or foreign Letters Patent, and Seller agrees 
» defend, protect, and save harmless, Buyer, its successors, assigns, customers, 
d users of its products, against all suits at law or in equity, and from all 
nages, claims, and demands, for actual or alleged infringement of any Paten 

reason of the sale or use of the material hereby ordered. 
12. If this contract covers the performance of labor for Buyer, Seller agrees 
ndemnify and protect Buyer against all liability, claims or demands for in 
iries or damages to any person or property crowing out of the performance of 
s contract. Seller further agrees to furnish Insurance Carrier’s Certificate 
owing that Seller has adequate insurance coverage in the following minimum 
nounts : 
Workmen's Compensation—Saturday limits for State or States in which 
the work is to be performed. 
General Publie Liability $50/$100,000 and Property Damage $25,000 
Automobile Publie Liability $50/3100,000 and Property Damage $10,000 
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Said Certificate must set forth the amount of coverage, number of policy, an 
te of expiration. If Seller is a self-insurer, the Certificate of the Departme: 


j 
ala 


of Labor and Industry of the state in which said labor is to be performed mu 
be f 


urnished by such Department directly to Buyer. 

13. Seller shall not, without first obtaining the written consent of Buyer, 
any manner, advertise or publish the fact that Seller has contracted to furnis 
Buyer the material herein ordered, and for failure to observe this provisior 
Buyer shall have the right to terminate this contract without any obligations 1 
accept deliveries after the date of termination or make further payments excey 
for completed articles delivered prior to termination 

14. Buyer may forthwith cancel this contract in the event of the happening « 
any of the following: Insolvency of the Seller; the filing of a voluntary petitio 
in bankruptcy; the filing of any involuntary petition to have Seller declars 
bankrupt provided it is not vacated within thirty (380) days from the date of 
filing; the appointment of a Receiver or Trustee for Seller provided such ay 
pointement is not vacated within thirty (30) days from the date of such ay 
pointment ; the execution by Seller of an assignment for the benefit of creditors 

In the performance of work under this contract, Seller agrees to compl 

all applicable Federal, state or local laws, rules, regulations, or ordinance 

“Seller agrees, in connection with the production of the articles specified 
‘in, to comply with all applicable requirements of Sections 6, 7 and 12 of the 
‘air Labor Standards Act, as amended, and of regulations and orders of the 
United States Departm« ' Labor issued under Section 14 thereof. All 
voices mus ry th lowing certilicate in order to be passed for payment 

‘We reby rtit t] these goods were produced in compliance with 

] | of Sections 6, 7 and 12 of the Fair Labor Standards Ac 
amended, and ¢ ‘egulations and orders of the United States Department of 
r issued under Section 14 thereof.’ ” 

7. “By acceptance of this Purchase Order and/or Contract, the Seller repre 

sents that to the best of his knowledge and belief, the prices charged herein ari 
1 excess of the prices provided by the applicable prevailing price regulations 


f the Economic Stabilization Agency, and that in the event it is subsequent 


determined that the prices charge¢ ‘rein are in excess of the prices provided 


the applicable regulation f the BE mic Stabilization Agency, the Seller 


igrees to refund such ex 


Purchasing Agent. 


for purposes of illustration, ¢ 
id at the top it says, 
it term “production” refers to / 
orlginal-equipment clutches. 
from there, Mr. Blanchard ? 
we original equipment clutch plates used 1 
nol iles and are shipped specifically to one ot 
re than one in some Cases, ; 


] ¢ Bins ~ 4 4 - 
ond page of this contract 1t states as follows: 
furnish as completed assemblies approximately 50 
ments of clutch-driven plate assemblies for all Chey 
made up of all service, Walkerville and Tonawand: 


oes that mean that Chevrolet agreed to purchase from this division 
50 percent of its requirements during the particular contract period, 
vhich, in this case. is from October 1, 1954. to December 31, 1954 ? 

Mr. Buancuarp. That is correct. 

Mr. Burns. Can you tell us what these “service, Walkerville and 


Tonawanda, requirements” refer to? 
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Mr. Buancuarp. These service requirements are for their parts and 
ervice department, or for service. Walkerville is, of course, Canada. 
(nd Tonawanda is a branch manufacturing plant in Tonawanda, N. Y. 

Those are the points to which shipments are made, as specified in 

ieir releases. 

Mr. Burns. Skipping one paragraph, it states: 

\djustments will be made quarterly in order to insure that both Borg and Beck 

vision and Chevrolet-Flint are receiving their proper proportion. 

What were the mechanics of determining whether each of the two 
livisions, your own and the Flint division, were receiving their proper 
proportion of the Chevrolet business / 

Mr. Buancuarp. I assume it is understood that the other 50 percent 
ire the clutch plates that are manufactured by the Chevrolet manu- 
facturing division. 

Mr. Burns. I believe the contract states that. 

Mr. Buancnarp. This is a matter of negotiation between the Borg & 
Beck representative and this Chevrolet representative, where the 
igures are laid on the table and examined, and any adjustments 
ranged for. 

Mr. Burns. It also states: 

Dies, tools, and/or molds, for producing parts marked with asterisk (*) and 
covered by “certain purchase orders” are the property of the Chevrolet-Flint 

anufacturing division, General Motors Corp. The buyer may at any time 


remove said dies, tools, and/or molds from the seller’s plant for any reason 
vhatsoever. 


Mr. Buancnarp. That refers to parts that are special for this part, 
IS assembly, and which requires special tools to produce, and these 


tools are made either by us or some outsider, and the cost of the tools 
s paid for by the Chevrolet division and so are properly marked. 

Mr. Murpuy. In order that Mr. Blanchard’s remarks would not be 
misunderstood as being special parts, the parts being special, I think 
t should be stated that actually all of the parts we build are at the 
‘ustomer’s specifications, individual blueprints, and it is almost un- 
known—it is very unusual, at least, when two companies require ex- 

tly the identical part; the part is worked out to accommodate the 
spec ifie requirements of the car - engineered for that car. It isa 
tailormade production. So that I do not think that should be mis- 
understood in the record. You were referring, however, here to certain 
inits of the part itself which were very spec ial to that particular item ? 

Mr. Brancuarp. That is right. 

Mr. Burns. This particular contract lists 4 part numbers, all 
which are called clutch driving plates, 1 of which has the asterisk, 
ind the other 3 do not. Does that mean that with respect to the other 
three the dies and tools were not owned by General Motors / 

Mr. Murrny. That is driven plate. 

Mr. BLancuarp. That is what the contract says. 

Mr. Burns. Well, now, what is the practice with respect to clutches, 
is to the circumstances under which the automobile manufacturer 
provides or pays for the dies and tools, and the circumstances where 
ie does not 4 

Mr. Brancuarp. Where a particular part, either a complete assem 
bly or part of this assembly, that is indicated here, are not made for 
inyone else and new tools are required to produce it. 


O.2 


2—56—pt. 7 
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Mr. Burns. Looking at the other contract, F—-1742, which is call 
service, What does the service refer to / 

Mr. Buancuarp. That, again, refers back to what was said on th 
other contract, the division of the quantity between service and manu 
facturing plants. In this case, Chevrolet, apparently for their ow 
convenience, required this to be handled separately on the servic 
parts which are shipped to their parts department warehouse, and, 
as the contract indicates, when they request us to package those indi 
vidualy, they are shipped against this contract. 

Mr. Burns. | notice that on the production contract there is on 
clutch, 3836021, and we find the same clutch on the service contract. 
On the service contract, it has three columns for the price: Bulk, 
unitizing cost, and unitized price. 

! note that the price on both the production and service contracts 
is the same for the bulk. Then is added approximately 12 cents fo: 
the unitizinge cost, and then the unitized price is the total of the bulk 
price plus the unitized cost. 

Will you explain to us what this unitizing cost is? 

Mr. Buancuarp. The unitizing cost represents the cost of the mate- 
rial and labor in individually packaging each one of these parts. 

Mr. Burns. What is the practice in shipping these clutches to th 
Chevrolet division, depending upon whether they are sold under the 
product ion contract, or sold under the service contract ? 

Mr. Buancnuarp. I do not believe [ understand you. 

Mr. Burns. When you receive orders to ship part of the require- 
ments, does Chevrolet indicate which contract it is ordering under 

Mr. Birancnarp. Yes. 

Mr. Burns. It gives the number and requests— 

Mr. Buancnuarp. The release gives the number 

Mr. Burns. These are both dated the same date, and they both 
cover, for purposes of illustration we have taken the same part- 
when you get an order under production, and you get another a 
under service, is there any difference in the manner of shipment, ¢ 
what you ship? 

Mr. Buancuarp. Yes. The difference is that where it is specified 
as unitized, it is packed and shipped separately, obviously, than the 
other which is packed in bulk. 

Mr. Burns. I note in the service contract, at page 3, it states: 

The price of the passenger assembly when shipped in bulk will be the price 
shown above, plus 1 cent each for stamping the part number. 

What does that mean ? 

Mr. Brancuarp. Where they are specified to be shipped in bulk, 
they want an identification number marked on the article itself, instead 
of on the package. That is for their own identification when received 
in their warehouse. 

Mr. Burns. Well, does this mean that under the service contract, 
which is the replacement contract, they can buy in bulk for the same 
price that they buy for original equipment, except that they pay | 
cent to have the parts number stamped on them ? 

Mr. Buancuarp. That is right. 

Mr. Burns. So that if they bought replacement parts in bulk, they 
would pay 1 cent more for the replacement part than they did for the 
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ginal equipment, and if they had it packaged in a separate package, 
would pay 12 cents more ¢ 
Mr. Brancuarp. That is right. 
Mrs. Burns. If they were buying them in bulk, how would they be 
dto the replacement market / 
Mr. Bhancnarp. By whom / 
Mr. Burns. By General Motors—they would be buying them in 
ik according to this contract for replacement how would they 
er them to the market ? 
Mr. Buancuarp. I can only asume that they would package them 
selves. 
‘Ir. Burns. When you package these for Chevrolet division, do you 
any identifying mark on them to indicate that they are packed 
for Chevrolet ? 
Mir. Bhancuarp. When we package them for Chevrolet ¢ 
Mr. Burns. Yes. 
Mr. Bruancnarp. They are packaged in boxes which carry the 
General Motors name. 
Mr. Burns. Would it say, Borg-Warner on the package at any 
at all/ 
Mir. BLANCHARD. No. 
Mr. Burns. Would it say Borg-Warner on the part that was in 
led. the clutch assembly that was included in the package / ; 
Mr. Buancuarp. There is a patent stamp that is required on a 


patented article that appears on all of the plates, the name and the 
nt number. 


Mr. Burns. It would show the patent on it, but it would not indi 


vho made the part ¢ 
Mir. BLANCHARD. Except for the name “Bore & Beck” that 


is Ol 
‘ir. Burns. It shows the patent owner ? 

Mr. BLANCHARD. Yes. 

Ve 


vh 


Burns. Do you sell the same part directly to the replacement 
irket 4 
Mr. Bhancuarp. No. 

Mr. Burns. Do you sell anything similar to the replacement market / 
Mr. BLhancHarp. Yes: we do. 


Mr. Burns. Just tell us, using this part for an example, what do 
you sell to the replacement market through distribution methods other 
than General Motors ¢ 

- 


‘ir. BLancHaARD. We sell a plate which is similar and interchange 


able, but different in detail, component parts. 


Mir. Burns. In what respect is it different? It serves the same pur 
+: does it? 

Mr. Buancuarp. It serves the same purpose; yes. 

\Ir. Burns. It is recommended for use in the same automobile which 
the comparable part delivered directly to General Motors? 

Mr. Buancuarp. That is right. 

\ir. Burns. And how is that distributed to the trade? 

Mr. Brancnarp. It is distributed to the trade through Borg & 
rner Service Parts who is a selling and warehousing subsidiary of 
corporation. 

Mr. Murpny. They in twrn sell to independent wholesalers or job- 
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Mr. Burns. That is, the Borg-Warner Service Co. sells directly to 
independent jobbers ¢ ‘: 

Mr. Murrity. That is correct. 

Mr. Burns. Well now,what is the pricing schedule which is used 
for these parts which are comparable to the one we have been de- 
scribing and which is sold through distribution sources other than 
General Motors 

Mr. Biancuarp. Obviously, the resale prices need to be equal to 

Chevrolet’s resale prices or General Motors, whichever way you want 
to term it. So that Borg-Warner Service Parts, after they ‘know what 
the General Motors published list price and resale price is, will set 
their prices up at similar levels. 

Mr. Burns. Let us see if we can make this clear. You are selling 
a clutch assembly which is made in one of your divisions, and you are 
selling it through inde ‘pendent distribution sources and ultimately a 
car owner has it installed in his car? 

Mr. Brancnrarp. Yes. 

Mr. Burns. Either by a dealer or service station or repairman. Do 
you suggest a list price which would be charged to the ultimate user 
of the part ¢ 

Mr. Buancuarp. No. We do not suggest a list price. Borg-Warner 
Service Parts do suggest a list price which is somewhere near what 
General Motors publishes for that similar part. 

Mr. Burns. But you do suggest a price that the customer should 
pay for the product. No one is bound to sell it for that. 

Mr. Murrnuy. That is right. 

Mr. Buancuarp. That is right. 

Mr. Burns. You work back from that by offering discounts to the 
various levels of distribution, such as the jobber; - is that right ? 

Mr. Brancuarp. That is right. 

Mr. Burns. What I would like you to explain is why Borg-Warner 
does not make the suggested price on its own initiative since it manu- 
facturers the part. Why is it that General Motors is the one that takes 
the lead in setting that suggested price ? 

Mr. Buancuarp. Any manufacturer can, of course, suggest a price. 
No one has to follow it. The manufacturer does not follow it. If 
he does not, obviously, the Borg-Warner Service Parts will have to 
suggest a price that is equal to General Motors. 

Mr. Merrriy. I think we might say, too, it comes back to the ulti- 
mate competitive effect it has, that a car owner might take his car to 
get a replaced clutch, a new clutch, to a Chevrolet dealer. On the 
other hand, he might take it toa garage. Now if we are going to sell 
for that latter market which is after all the market to which Borg- 
Warner Service Parts is designed to sell, then a price must be set that 
would meet the dealer’s price for the same purpose. For that reason 
historically this has gone back many, many years, from the very 
beginning, the price, the suggested list price for Borg-Warner Service 
Parts to the ultimate consumer, the car owner, is the fixed price after 
seeing what the car manufac turer suggests for his dealers to charge. 

Mr. Burns. Well, is this the situation, that the car manufacturer 
such as Chevrolet makes certain parts which might be referred to as 
captive parts—nobody else makes them—and it has to supply those 
to dealers or service repairmen, so that they can repair cars, or make 
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acement parts. In doing that they suggest a price that should be 
treed and allow discounts back among the various distributors, but 
.ddition they also suggest prices which are ge nerally followed for 
ts that they do not make but which are included in their automo- 


e and purchased from outside sources. 

Mr. Murruy. That is correct. 

\ir. Burns. And because the car manufacturer does suggest those 
the independent manufacturer of the part is required, as a 


b isiness, to follow that pricing and is not free to charge 


= 


Y one 
ntirely ditferent price? 
.Mureuy. Yes. The normal competitive situation is created by 
ircumstances and that has always been the way it has been done. 
Senator O’Manonry. Does that mean that General Motors fixes 
rice and you follow 1 it ¢ 
lr. Mureny. It is not a fixed price. It is a suggested resale price. 
Senator O'Mauonry. I understand. That is what we call 
Mr. Murpeuy. We follow the suggested list. 
Senator O°’Manioney. That is what we call semantics, you know. 
fact is. as I understand your testimony, because you manufacture 
urge quantities for General Motors, you accept the suggestion that 
eral Motors makes for the resale price of the part 
ih . Murpuy. Yes. 
Senator O’Manonry. And you follow that practice with respect to 
ur sales to all dealers, all garage owners, all repair shops? 
Murruy. Who would buy it through this channel of distribu- 


Senator O’Manonry. Who will buy that way. That is your chan- 
of distribution ? 
Mir. Murpny. Yes: that is correct. 
ator O’Manonry. So that in this industry the price leadership 
sgh 1 nesoionagy “ra 
fre reuy. It is in the car manufacturer, in every case. I did 
n to make any point of semantics, as you suggest, but I wanted 
i to samen rstand that this is not a fair-trade item. In other words, 
merely a suggested resale price. And our suggested list follows 
eral Motors suggested list. 
Senator O’Manoney. That is right. That is the way I understood 


Mr. Murrenuy. That is right: that is correct. 

Senator O’Manonry. That is done without any written document 

iny kind? 

Mr. Murreuy. Certainly. 

Senator O’Manoney. Sure. 

emldrigection As a matter of business, you are required to keep your 

Itimate suggested list price about the same as what General Motors 

suggests for your part which they are selling? 

Mr. Bhancnarp. That is right. 

Mr. Burns. Then the price which Borg-Warner gets for its parts, 
as this clutch plate, depends upon the price at which it sells to 

neral Motors for original equpment, whether the part ultimately 

cold for replacement or not; is that right? That is, that the bar- 

ning as to what the price is going to be depends entirely upon the 
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1)? 


eat which 2 negotiate for the sale of the original equipment t 
(ieneral eee p| lus the utilizing cost 4 

Mr. Murpiuy. There are, of course, other facets 

When we sell to Bose Warner Service Parts Co., they in turn si 
oa jobber. And we have, of course, to consider the jobber’s m: kup. 
\nd the jobber in turn sells usually to a garage or he may sell, a 
oftentimes se ‘ls, to other (rener: al Motors deale Ts. But | do not thi 
vou — say that the price you ultimately get through the latter 
channel of distribution. and | ry the latter channel I mean throuc! 
Bore \W eee elling to the independent jobbers, depends on the 
price we negotiate with Chevrolet. There are certainly other facto 

Mr. Burns. Well, each of these parts is made for a particular auto 
mobile. In this instance, it is made for Chevrolet automobiles. 

Mr. Murpiy. That is correct. 

Mr. Burns. When 1e make that partic ular part and negotiate with 
General Motors or the Chevrolet division as to the price at which they 
are Going to buy it 

Mr. Murriy. Correct. 

Mr. Burns (continuing). From then on it is all more or less me 
ehanical: is it net? If you are selling for replacement, you add on a 
certain percentage, but it is all a percentage, based upon, so far as 
your manufacturing profit is concerned, your original negotiated price 
with General Motors 

Mr. Murpny. That is certainly true for the orginal equipment. 
When you come to the replacement market, though, part of the re 
placement market which we supply through this Borg-Warner Service 
Parts Co., IT would say that was dependent not upon the price we 
negotiate with Chevrolet, but upon the Chevrolet suggested list price 
to the ultimate consumer, because we work back from that, rather 
than down from the price at which we sell to Chevrolet. 

Mr. Burns. How do you arrive at the prices if you sell these parts 
to Chevrolet? What is the formula that you follow in trying to 
determine what the price is going to be on a particular item ? 

Mr. Murruy. That is a matter of negotiation. It is based upon 
costs of labor, material, the standard overhead items, administrative 
and our regular markup. ‘That, however, is the subject of negotiation 
in each case. Each part is tailored to the particular car, the particu 
lar prints and spec ifications. And once the price is quoted, it is never 
theless with all of our manufacturing customers—a matter of nego 
tiatio 

Mr. Burns. When it is negotiated, do you discuss with General 
Motors representatives each of these factors which goes into making 
up the price the cost of the material, the cost of labor, overhead, et 
cetern—are those items discussed with General Motors and nego 
tiated, or do you simply use those as factors internally within your 
company in determining a price and then suggest to General Motors 
the price at which vou sell the article ? 

Mir. Mourptry. ] think the iF itter is more nearly correct, but of course 
by reason of their own manufacturing experience, they know very 
na Ih what these costs are: the labor and material and so forth. And 
thev. of course. varv very largely by reason of the quantities sold 
and, particularly, with respect to the setup charge. If you have a 


t 
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. that setup charee, sllocated per part, is of course much 
But the y know what those costs ee 


not think we in our negotiations, generally speaking, go into 
vidual items with the customer. I cannot—I have not par 
ted in those personally. That is my impression. 
. Bla chard, do you have any comment on that ¢ 


LA ncHARD. That is correct. 
surNs. You do not discuss with General Motors what portion 
price that you are asking is based upon the cost of material 
abor and what portion is based upon overhead and what portion 
edd upon proposed profit 4 ¢ 

Vr. Buancuarp. I would say that we do not disclose any elements 

( ‘ost to the customer. The selling price is quoted to them, and 

itis all. 

Mr. Burns. Well, on what basis do they make these changes which 
provided for in the contract where it provides for increases, if 
a js an increase in labor ? 

Mir. Buancuarp. There again that is a matter of negotiation when 
becomes necessary. 

‘ir. Burns. I noted in one contract a provision for an increase 

pending upon increase in price of labor. How would such a clause 
e into play ? 

Mir. Buancuarp, As you are well aware, there were new contracts 
summated this year, labor contracts, and at that time this increase 
over that labor as well as material increases was negotiated. 

Mr. Burns. Take this same item for purpose of illustration, what 
e would the independent distributor pay for that item—do you 
e the item in mind—it is this 3836021 ? 

Mr. Brancnarp. I do not believe I understood your question— 
it would they pay ? 

Mr. Burns. Yes. General Motors paid this price plus about 12 

At what price does that go out to the independent. distribution 

Irces ¢ 

Mr. Bhancnarp. You are talking about the first step which would 

‘warehousing and sales? 

\Ir. Burns. Yes. 

Mr. Buancuarp. That was a price 

Mr. Mureny. Are you asking the price that the independent job- 
vould pay Borg-Warner Service Parts? 

Mir. Burns. Tell us the chain, what the system is if determining 
es, starting with this price which you se Il to General Motors for 

placement—what is the method by which you determine the prices 

the various levels when it goes to the independent sources ? 

Mr. Buancrarp. To follow up the chain that was discussed here a 

minutes ago, we obviously must start from the other end. For 
eee reasons we must have the retail price and the resale 

» to the indepe ‘ndent repair ship somewhere near what Chevrolet 
ished. Then we work back from there to the jobber level, which 

ave a pretty good indication from past experience in the margin 

they require to do business on, and the same goes for Borg- 

Varner Service Parts. 

So their margins are set up as near the historic level as we do 

nder the circumstances. 


I 
' 


‘ 
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Mr. Burns. Does the manufacturer publish a price list which show 
what that list price suggests—what it is—and then indicate the pet 
centage off that, which the car dealer gets when he purchases it / 

Mr. BraNncuarp. Are you speaking of General Motors now ? 

Mr. Burns. Yes; that is what your guide is as to how you fix you 
price, 

Mr. Brancuarp. That is right. They publish a price list that 
carries that information. 

Mr. Bu RNs. So that there is a certain percentage off the list pric 
that the dealer pays / 

Mr. Deane HARD. Yes, 

Mr. Burns. And you have to make your price to the service mei 
that is, service stations, uragves, the equ alent of that price? 

Mr. Brancuarp. That is right. 

Mr. Burns. And then what percentages do you take back from tha 
to get back to your own a yany—how do you work that / 

Mr. Brancuarp. Historically, the jobber margin is approximate ly 

percent. His cost of doing business, they tell us, is somewher 
around 30 percent. So that in between those two is where we try 
to set a jobber’s price so that he can attain a satisfactory margin. 

Mr. Mureuy. ‘That margin, of course, is in the case of the jobber, 
larger than the margin of the dealer, the car dealer. Is it not cor- 
rect to say that the garage will get approximately 45 to 50 percent 
off and then the jobber’s price, as you say, has been fixed to give 
him this margin that he requires in order to do business? Generally 
speaking, Borg-Warner Service Parts in turn purchases from the man 
ufacturing division at almost identically the same price at which the 
sale is made to the car manufacturer for service parts, but it is also 
at a discount which is approximately the same discount that the old 
independent warehouses used to buy for. 

Mr. Burns. I do not know what you mean, approximately the same 
price—you mean 

Mr. Murrny. The same discount from the jobber’s net which the 
old manufacturing companies used to sell to the same independent 
warehouse before they become Borg-Warner Service Parts Co. 

_ Burns. What the Borg-Warner Service Parts Co. obtains for 

e parts is determined backward by starting with what the list price 
to sie customer is? 

Mr. Murruy. Yes; that is very largely true. It is true. 

Mr. Burns. In the experience of the company does that ever come 
pretty close to the price which it pays to the manufacturing division / 

Mr. Brancuarp. Repeat that question, please. 

Mr. Burns. Well, since this Lorg-Warner Service Parts Co. does 
not really set the price based as to any percentage of profit that it is 
interested in, on what it pays, but simply works the price back- 
ward from the list price to the ultimate consumer, does it ever happen 
that it pays the manufacturing division just about the same amount 
that it receives from these independent jobbers or wholesalers ? 

Mr. Murreuy. Certainly, the margin varies and it shrinks at times, 
but I do not believe that it has ever dwindled entirely. 

Mr. Buancuarp. No; I would not say so. 

Mr. Burns. Since you do sell some of these products involved to 
General Motors for replacement parts, have you any way of know 
ing whether their costs of utilizing are equivalent to your costs? 
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BLANcHARD. No, I do not. 
. Burns. So we do not know whether they save anything in their 
ne than inthe replacement market by buying them in bulk. You 
have that information ? 
Brancuarp. No; we do not have that information. 
r. Burns. We have an advertisement in Life magazine of October 
. 1953, page 12, entitled “Genuine Chevrolet Parts,” and we would 
>to havea photostat of this put in the record, but for the benetit 
witness I will show him the original, because it is in colors 
the photostate is not as clear. 
s states: 
se two clutch discs may look alike, but your Chevrolet knows the dif- 


Do those clutch dises look like the kind of cluteh discs you were 
ling to Chevrolet Division in 1953 ? 

Mr. Buancuarp. Yes; they have that appearance. 

Mr. Burns. I should like to have that made a part of the record. 
Senator O’Manonry. That may be done. 

The photostat referred to is as follows :) 
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Mr. Burns. The clutch disc that you sell or were selling in 1953 
your independent distributors which you recomended for use in 
Chevrolets, was that the substantial equivalent of the one that you 
ld directly to General Motors with the General Motors name on 

Mr. Buancuarp. That is right: it was. 

Mr. Burns. It was? 

Mr. BLancHarp. Yes. 

Mr. Burns. So from the enginering standpoint, so far as your 

mupany is concerned, would you say that it was the substantial 
equivalent, would do substantially the same job, as the parts sold for 

iginal equipment or not sold for original equipment but sold to 
General Motors for replacement and which was packaged by you for 
the replacement market 4 

Mr. BLancuarp. Yes. 

Mr. Burns. And the customers who bought those from your Borg- 
Warner division were buying them in order to sell them to people 

ho would use them in Chevrolet cars / 

Mr. Brancuarp. That is right. 

Mr. Burns. And the reputation of Borg-Warner was behind those 

rts ¢ 

Mr. Brancuarp. Yes, sir. 

Mr. Murruy. May I add something on that? I know you do not 

ant the record in this to be misleading, but we cannot tell from 

at advertisement whether those would be the Borg & Beck clutches. 
in other words, they could be Borg & Beck clutches—some of them 

ould be a Borg & Beck clutch, for all we know, from that picture. 

it might be a clutch made by some other company that makes no 
original equipment. From all we know from that picture, it could 
be a rebuilt clutch, but I think that what you were bringing out was 
- all we can see in that picture, it might be a Borg & “Beck clutch. 

did not want the record to be misleading that we had stated that 
t necessarily was. 

Senator O’Manoney. What does “genuine Chevrolet part” mean 
toyou? Tamreading now from the advertisement, the exhibit offered 
by Mr. Burns. This is the exhibit from page 12 of Life magazine of 
October 5, 1953 


These two clutch discs may look alike, but your Chevrolet knows the difference. 
What is the difference? Simply this: One of these clutch discs was manufac- 
tured of the same fine materials and with the same high standards of precision 

sed in your Chevrolet original factory-installed clutch disc. It is the one that 
s made to fit right, function better, last longer. It is a genuine Chevrolet part. 

What does that phrase “genuine Chevrolet part” mean to you, Mr. 
Murphy ? 

Mr. Murpeny. Well, I would say that our part would meet that 
definition. It is the one that is made to fit right, function better, last 
longer. In other words, it is the same, has the same precision even 
though it is sold through our Borg-Warner Service Parts Co. an in- 
dependent wholesale jobber. It is the same part functionally. It 
ertainly serves the same purpose, meets those same tests as the one 
-old to Chevrolet for original equipment or for their parts. 

Senator O’Manonry. Do I understand you to say by your testi- 

iony here this afternoon that the clutch which you m: ake for Chevrolet 

made ace ording to the specifications of Chev rolet ? 
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Murrny. That is right. They were originally our specifica 
hich have been adopted by Chevrolet. 

Senator O'Manonry. Do you or do you not use the same tooling 
inachine that is used by General Motors or United Motors, the same 
type of tool? 

Mir. Buancuarp. That 1s right, we do. 

Senator OManonry. Do you use tools designed and furnished to 
vou by Greneral Motors to make these clutches 

Mr. Buancnarp. Do you mean the ones we ‘sell through this other 
channel? No, we do not, 

Senator O'Manonery. The ones you sell to General Motors? 

Mir. BLaANcHARD. Yes: the ones we sell to General Motors. 

Senator OManonery. You manufacture on their machines? 

Mr. Murpiry. On their tooling. 

Mir. Bhancnarp. On their tooling. 

Senator O’Manoney. That is what I mean; the tools are in your 
plant, but you manufacture 

Mr. Murpiry. I think what Mr. Blanchard stated with respect to 
these other clutches, we may not use those. 

Senator O’Manoney. I have not reached that. We are just taking 
one thing at a time. 

i Murpnuy. Right, sir. 

ator O°Marionry. We are talking now about the clutches that 
you manufacture in your plant for General Motors and sell to General 
Motors. Are they different in any respect, in any manner, from the 
clutches that you make for your independent trade? 

Mr. Buancuarp. Yes: the ‘v are different. 

Senator O’Manoney. In what way? Are they inferior to these 
clutches 
Mr. BL \NCHARD. No. There are merely variations of the parts 
which make up the assembly. They are slightly different. 

Senator O’Manoney. I am not talking about the assembly, sir. I 
am talking about the Chevrolet clutch. You sell a clutch to General 
Motors to go into a Chevrolet car. You sell a clutch to an independ- 

t jobber or dealer or garageman to go into a Chevrolet car. is it in 
any Way inferior or different 7 

Mr. buancuarp, It is not inferior. It is slightly different. 

Senator O’Manoney. Different in what respect—does it fit? 

Mr. Buancuarp. It fits; yes sir. 

Senator O'Manonry. Does it function in the same manner ? 

Mr. BLuancwmarp. Yes, sir. 

Senator O-Manonery. What is the variation, difference of material ? 

Mr. Buancnarp. The difference is in the shape of the component 
parts in here. There is a steel stamping in here that is different in 
some respects. 

Senator O’Manoney. In what respects ? 

Mr. Buancnarp. In the location of the holes, and that would go also 
forthe facings. The difference in the location of the holes. And, also, 
on some of these parts we manufacture for Chevrolet, “Chevrolet,” or 
the “General Motors” mark, the letters “GM,” are applied to it. 

Senator O’Manoney. Well, now, let us see if you and Mr. Murphy 


agree. When I read this language of the advertisement—I will read 
it again: 
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What is the difference? Simply this: One of these clutch disks was manu 
factured of the same fine materials and with the same high standards of pre 
sion used in your Chevrolet’s original factory-installed disk. It is the one 
hat is made to fit right, function better, last longer, the genuine Chevrolet part 

Now, Mr. Murphy said that your disk would fit those specifications ; 
s that right ¢ 

Mr. Buancuarp. Yes, sir. 

Senator O"Manonery. In what respect, then, is your disk a variant 
from the one you made for Chevrolet 4 

Mr. Buancuarp. Variation in tooling which would change the loca- 
tion of these holes with relation to each other is the principal differ- 
ence: also the marking. 

Senator O’Manonry. What is the function of the holes? 

Mr. BLancuarp. Those are rivet holes—the rivets that hold the 
facing to the steel part. 

Senator O’Manonry. Why did you introduce those variations? 

Mr. Buancuarp. They are our standard method. In other words, 
we have the tooling of our own for it. 

Senator O’Mauonry. They were made on your own tools? 

Mr. Buancnarp. Yes. 

Senator O’Manoney. Now it comes down to this: Is the General 
Motors tool a better tool than the one you use ? 

Mr. Buancnarp. No; they are equal. 

Senator O’Manonety. They are equal ? 

Mr. Buancuarp. They are equal. 

Senator O’Manongy. And do you want the committee to under 
stand that the use of the phrase “genuine Chevrolet part” does not 
indicate any substantial or material difference between the part that 
the disk which you sell to Chevrolet to be installed in the Chevrolet 
car and the one which you sell to an independent dealer to be installed 
as a replacement in the same ear? 

Mr. Buancnarp. I would say they are equal. 

Senator O"Manonry. What is the reason for using “genuine Chev 
rolet part” here in this ad? 

Mr. Buanciarp. In my opinion, if you put one beside the other 
that we are talking about here, they would be the equal. They would 
both be genuine. 

Senator O7Manionry. Why? Because they function the same ? 

Mr. Buancnuarp. That is right. 

Senator O’Manoney. Because they were made of the same fine 

terials ? 

Mr. Buancuarp. Yes. 

Senator O’Manonry. With the same high standards of precision ? 

Mr. BLancnaArp, Yes, sir. 

Senator O’Maroney. Then if this advertisement should arouse in 
iny person’s mind a belief that a clutch made by Chevrolet and sold to 
in independent dealer was different from and inferior to the clutch 
made by Borg-Warner and sold to General Motors for installation in 
i Chevrolet car, would that impression be right or wrong ? 

Mr. Buancuarp. It might be, but there are- 

Senator O’Manoney. It might be what? 

Mr. BuancHarp. There are circumstances that I would like to men- 
tion here that I think—— 
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Senator O’Manonry. Now, look, Mr. Blanchard, all I am trying 1 


find out is whether the clutch that you manufacture for your inde ‘pen 
dent dealers is in any way deficient or substandard as eee with 
the Chevrolet clutch you manufacture for General Motors 

Mr. Brancuarp. No, sir: there is no difference. 

Senator O’MAHONEY. 


not material 7 


Mr. BLhancuarp. That isright. M: iy Lsay a word here? 


Senator O’Manoney. Yes: indeed. That is what we want you to 
do. is to talk. 


Mr. BLANCHARD. 


Ditference in tooling only, and that, you say, 


This advertisement does not tell what might be 
the ditference between these two, but one of these might be a plate, that 
has been reworked and rebuilt by most anyone which would not give 

— ictory results in some cases. 

ator O’Mantonry. Of course, I do not know anything about the 
di ets that appear in this picture. 

Mr. Buancnarp. And there are other 
similar parts. 

Senator O’Manoney. Certainly. I understand that. But we are 
not talking about the disks in this picture. We are talking about the 
disks that come out of your shop. So I want to know whether or not 
the “genuine Chevrolet part”, the disk, which you manufacture for 
(;eneral Motors and which General Motors installs in the Chevrolet, 
is In any way, in any manner, shape, or form, superior in workman 
hip, of material or otherwise to the same disk you sell to an in 
dependent operator to install in a General Motors Chevrolet car? 

Mr. Buancuarp. I repeat, they are equal in quality. 

Senator O’Manonry. Then your disk, made on your own tool, 
the same from your point of view as a genuine (¢ ‘hevrolet part—it will 
do the same work, has the same function and it has the same skill and 
are and labor that goes in your other product sold to General Motors / 

Mr. BLANCHARD, Yes, sir. 

Mr. Burns. That is all I have of this witness. 

Mr. Mureny. I would like the record to show that we were sub- 
penaed. Iam sure our experience is colored by our—our opinions are 
olored by our own experience. And Borg-Warner has no complaints. 
[t has filed no complaints. Our experience with General Motors has 
been very favorable. And as I say, that is our experience. 

Senator O’MAHoNrEY. We will throw whatever shield we can around 
vou, Mr. Murphy. 

Mr. Mureuy. All right. 

Senator O°’Manoney. You are not a volunteer witness. 

Mr. Murrny. Right. 

Mr. Burns. Mr. Clarke. 

Senator O’Martonry. Are you ready to proceed ? 

\ir. Burns. Yes. The next witness is Mr. David Clarke of the 
Thompson Products Co., Cleveland, Ohio. 


manufacturers who mak 


STATEMENT OF DAVID CLARKE, ATTORNEY, 
THOMPSON PRODUCTS CO. 


Mr. Burns. Mr. Clarke, will you tell us what your position is with 
the Thompson Products Co. of Cleveland, Ohio ? 


Mr. Ciarke. I am in the legal department at Thompson Products. 
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Mr. Burns. Senator, I might say that we contacted the Thompson 
Products Co. yesterday morning and asked if they could send us a 
itness here tod: uy, and the LV agreed to do so with the underst: unding 
hat if they were not able to supply all of the information that we 
vanted at the hearing, they would do so later if we would give them 

1 questions we wi anted answered. 

What type of products does your company make for the automotive 
rade? 

Mr. Ciarke. Valves, pistons, valve springs, valve locks, piston 
rings, bearings—we do not actually make the bearings, we sell them— 
teering assemblies. 

Mr. Burns. Do you sell to the General Motors Corp. 

Mr. Charkr. Yes, we do. 

Mr. Burns. Can you tell us what type of selling agreement you have 

th General Motors 4 
Mr. Cuarke. I am not too familiar with the actual agreements that 
e have with General Motors. I do know that we have negotiated 
ntracts with them and that they issue releases against them, and that 
ley are requirement contracts that vary anywhere from 20 to 100 
ercent of General Motors requirements, the variance coming possibly 

lant by plant. For instance, at the Chevrolet Tonaw anda engine 

nt, we may have 100 percent requirements on their valves. Some 
hee Chevrolet plant, we may have only 20 percent, or we may have 
othing at that other plant. 

Senator O’Mauoney. Do I understand from that, that the Chevro- 

made at these three separate plants may be slightly different, one 
om the other / 

Mr. Ciarie. I doubt if they are any different. The valves are made 
) Chevrolet specifications. And I presume that their own valve plant 
ould manufacture the same identical valve. 

Senator O’Manoney. But lL understood you to say that there might 

difference—there might be a variation in your valve in being 
pplied to a ‘Tonawanda Chevrolet or to a Chevrolet from another 
lant, or did I misunderstand you ? 

Mr. Cuarke. I misled you on that. That is not what I intended to 
iv. The variance comes in that we may have 100 percent of the re- 
iirements at one specific Chevrolet plant to furnish that plant with 
ulves., 

Senator O’Manonry: The quantity ? 

Mr. CLarke. Whereas in some other Chevrolet plant we will only 
ipply maybe 30 percent. 

Senator O’Maionry. You were talking of quantity and not of 
juality ¢ 

Mr. Ciarke. That is right. 

Mr. Burns. In addition to selling valves to Chevrolet, you also sell 
Lem to Oldsmobile ¢ 

Mr. CLarke. Yes, we do. 

Mr. Burns. You have brought with you a statement prepared, 
| believe, by someone from your company showing the prices at 

hich a particular exhaust valve was sold to ( ‘hevrolet in 1953 
1954 and an intake valve during the same period. 

Can you tell us the method of arriving at the prices which are 
hown on this sheet ? 


and 
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Mr. Crarke. It is my understanding that these are all prices that 
are negotiated with the Chevrolet division of General Motors as thi 
result of negotiation. 

Mr. Burns. Are you personally familiar with the factors that ar 
taken into consideration in determining these prices ? 

Mr. Crarke. No; I am not. 

Mr. Burns. Do you know whether the prices which you have there 
apply for replacement parts as well as for original equipment ? 

Mr. Crarke. The same price applies to both, so that the price that 
is listed here on this sheet will apply for original equipment and 
replacement. 

Mr. Burns. And you indicated that your company might sell 100 
percent to one Chevrolet assembly plant and a certain percentage to 
another Chevrolet assembly plant ¢ 

Mr. Crarke. Yes. 

Mr. Burns. Do you know to what extent the parts which you 
sell to Chevrolet are resold or sold as replacement parts? 

Mr. Crarke. I do not believe that Thompson has any way of de- 
termining that with any degree of exactness. 

Mr. Burns. How do you ship these valves to Chevrolet? 

Mr. Crarke. They are shipped in bulk lots, I believe in barrels, 
generally. 

Mr. Burns. Do you sell the same or similar valves to any inde- 
pendent sources ? 

Mr. CLrarke. We sell a similar valve that has the same application to 
distributors, a nationwide system of distribution. 

Mr. Burns. And at what price are those sold in comparison to the 
prices for which parts are sold to Chevrolet ? 

Mr. Crarker. The price to the distributor per valve is a higher 

rice. 

Mr. Burns. Can you tell us how much higher it is—just take any 
one for purposes of illustration ? 

Mr. Crarke. On December 31, 1954, the price per valve Chevrolet 
part No. 3835650 was $25.46 per 100 or a little in excess of 25 cents 
per valve. The price to a distributor of a similar valve, having the 
same application and on the same date, December 31, 1954, was 41 
cents, 

Mr. Burns. Can you tell us what the basis is for the difference in 
price? 

Mr. Crarkr. The difference in price is due to the fact that tl 
replacement division which services the various distributors through- 
out the country receives these valves in much the same fashion as 
General Motors does, and from that point they package them, they 
warehouse them, first in the main warehouse located at Cleveland, 
Ohio, and from there they are shipped to somewhere between 20 and 
300 warehouses located throughout the United States. So that all 
of these various warehouses carry a pretty complete line of approxi- 
mately 20,000 different items that go into the Thompson catalog. 

And then from that point on, of course, we have district managers 
equivalent to salesmen who go out on the road to sell this merchandise 
to the various distributors. They perform certain functions, includ- 
ing the dusting off of the boxes that are located on distributors’ 
shelves, taking inventory for the distributor, and making calls for the 
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stributor on the distributors’ customers. We call that missionary 
vork. 

| think those are the—well, one additional thing. I think that that 
efinitely ought to be mentioned there, to indicate the ditference in 

ICE. 

To all of the distributors who handle the Thompson line, we offer 
n obsolescence protection. In other words, when a certain part 

omes obsolete and it is located on the shelves of the distributor, 
thompson takes it back without any cost to the distributor. I think 
that the average runs 4 or 5 percent of the distributor’s purchases 
er year. 

Mr. Burns. Do your customers and their jobbers and retailers have 
ecess to these same parts, to General Motors service units, either 
the car division or United Motors Service / 

Mr. Ciarke. They would have access to some of the same parts. 

Mr. Burns. And would such General Motors distribution units have 
he same problems as your customers in obtaining sales and ware- 
iousing, et cetera ? 

Mr. Ciarxke. I presume that they would. 

Mr. Burns. Is this the type of item, this valve, on which a suggested 
st price is given for the dealer or the repairman that puts the part 
nto an automobile ? 

Mr. Ciarke. We have a suggested list price which we furnish to 
he distributors and they furnish it on down to their customers, that 
s correct. 

Mr. Burns. And can you tell us how those suggested list prices are 

determined ¢ 

Mr. Crarke. I would say that they come about through competition. 
(nd if the Thompson suggested price is out of line with another manu- 

icturer, we very soon hear about it, and we make corrections, keep 

\ line with competition. I think that our suggested list prices, in 
ome instances, are higher than our competition; in some instances 

ey are lower. ‘They certainly are not right down the line. 

Mr. Burns. Do you also have competition from your own parts 
being sold through other sources such as direc tly through the General 
Motors distribution system / 

Mr. Clarke. Yes, we have some competition there. 

Mr. Burns. Would that more likely determine the price at which 
vou would sell the parts made by an entirely different manufacturer ? 

Mr. Cuarxe. I do not think that that would have any more effect, 
| mean, to my way of thinking, the automobile people, the repairmen, 
are going to buy a valve that is 38 cents in preference to a valve that 

s 40 cents, unless there is something drastically wrong with the 38-cent 
vie. 

Mr. Burns. Do you know any other manufacturers of valves who 
sell similar valves to the Chevrolet, for example ¢ 

Mr. Cuarke. No; I do not. I do not know of any others that do 
that. 

Mr. Burns. So that, so far as fitting the Chevrolet is concerned, 
your product would be classed as a genuine product? It would 
similar to the one that was in the original equipment ? 

Mr. Ciarke. It is similar, but there are variations. There are minor 
dimensional differences. There is a difference in the identification, 
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and then on the intake valve there is a difference in the steel that 
used for the valve that is sold to General Motors, Chevrolet, and th 
valve that is sold to the distributor, to the Thompson distributor. 

Mr. Burns. And the exhaust valve, is it the same material ¢ 

Mr. Cuanker. As far as I know, yes. 

Senator O’Manonry. Is it an inferior product 4 

Mr. Ciarke. Which? 

Leaps O’Manonry. The one you sell to the independent. 

Mr. Cuarkxe. No: L do not think it is inferior at all. ‘Thompson has 
‘ i history of manufacturing valves, and they have extensive re 

earch and development facilities. And 1 suppose they could debate 
with General Motors engineers as to the two types of steel that go into 
the two valves, and I doubt whether anyone would come out on top of 
the argument. 

One thing I do know is that the steel that we use for General Motor 
costs us more than the steel that we put in the regular Thompson valv: 
that is sold to the distributor, and it is a General Motors specificatio: 
steel, GQM-—S400. 

Senator O'Manonry. Then the steel that you use in the other « 
be described as not genuine steel, according to General Motors stand 
ards ¢ 

Mr. Crarke. I think that would be correct. 

Senator O’Manonry. You spoke of a dimensional difference. Does 

that mean that your valve would not fit as well as the valve you sell 
to General Motors? 
Mr. Crarke. No. The valve would fit equally as well. I do not 
know what the minor dimensional difference may be in this specifi 
valve. It might be — at the ‘Thompson valve stem was one-hundredt! 
of an inch larger, or possibly a fraction of an inch longer. There ar 
linishes on these stem ends of valves that may vary. 

Senator O’Manonry. As a car driver, my first question would be, 
Would it rattle because of this dimensional difference ? 

Mr. CLarke. That answer is “No.” 

Senator O’'Manonry. You said that in a rather mild voice. I do 
not know that [heard you. What is the answer? 

Mr. CuAarKE. No. 

Mr. Burns. With reference to this intake valve, the price quoted to 
General Motors as of January 1, 1954, was the equivalent of 19 cents. 
that is. O.1L98—19 cents and 8 mills—for 1 unit, and at the same time 
the price to the independent trade outside was 37 cents; is that right ? 

Mr. Ctarke. That is correct. 

Mr. Burns. That is about—— 

Mr. Crarkxe. Almost double. 

Mr. Burns. Almost double? 

Mr. Crarke. Yes. 

Mr. Burns. And the steel which went into the General Motors part 


cost more than the steel that went into the part that was sold on the 
outside ? 


Mr. Crarke. That is correct. 

I would like to add at this point that for the last several years now 
we have worked very closely with this difference in price. We have 
been acting under the advice of outside counsel and outside account- 
ants. The firm of Jones, Day, Cockley & Reavis, in Cleveland, Ohio, 
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- our outside counsel, and Ernst & Ernst are our outside accountants, 
ind they have advised us that the difference in prices there can be fully 
ost. justified, the actual cost that we sustain by dealing with dis- 
tributors as against dealing with General Motors. 

Senator O’Manoney. That was the advice from the accountants ¢ 

Mr. Cirarke. And counsel. 

Mr. Burns. That is all we have, Senator. 

Senator O’Manonry. Mr. Murphy, 1 wonder if you would come 
back here for a moment. I want to ask a question which will be 
uddressed to both you and Mr. Clarke. 

Mr. Mureuy. Yes, sir. 

Senator O’Manonry. Do you, either of you, have an opinion as to 
why General Motors in its advertising has recently laid so much 

emphasis on the phrase “genuine parts ?” 

Mr. Cuarke. I will answer first on that. 

Senator O’Manoney. All right. 

Mr. Crarke. I do not have any opinion, to speak of, on that. I have 
done a little cogitating on it, but | have not come to any opinion, and 

suppose one of the reasons that I have not is that I do not believe 
hat the parts manufactured by Thompson Products have been in- 
volved in any General Motors advertising, that is, as far as 1 know, 
cenuine parts advertised. 

Senator O’Manonry. Have you been in any way injured in your 

sale of your parts to General Motors dealers for replacement by the 

dvertising about genuine parts ¢ 

Mr. Crarker. No, 1 do not believe so, at all. 

Senator O’Maiionry. How about you, Mr. Murphy ¢ 

= Murruy. | think you could say this: Of course, I cannot give 

| opinion why General Motors does it—I think they have to speak 
or themselves—I assume their answer would have something to do 

th the responsibility they may feel toward the ultimate user of the 
ur and the parts. 

(Of course, I do think you have to have this one thing in mind, and 
vi is when you are t: ilking about genuine parts, there are lots of 

ieties involved; I mean, when you are comparing simply the Borg- 
W arner part and the Gener: al Motors part, or the Thompson Products 
part and the General Motors part, that is one thing. 

Of course, there is a whole industry of people that make parts that 
do not furnish any original equipment. And with respect to their 
standards, you may have a different question involved. 

You are asking us how it concerns us. 

It seems to me that that would be, if you are applying it, simply, 
to Borg-Warner parts, which are distributed through either our 
channels of distr ibution or theirs, then I would say it would be unfair 
to call one “genuine” and not the other one, because we do certainly 
admit that we have the same high standards on both of them, but I do 
think you have to know that there are a great many other types of 
parts manufacturers involved in that picture. And that advertis 
ng—well, I know the particular ad you refer to of the Borg-Warner 

itch—-I do not think that has appeared for at least 2 years—that 

inv recollection. 

But. regardless of that, the term “genuine parts,” Ido not know the 

behind 1 | do not think it applies to us. 
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Senator O'Manonry. Well, it has been suggested to the committee 
in some testimony that the real purpose may be to require Genera! 
Motors dealers to ‘hoa and use only the parts furnished by Genera 
Motors as genuine parts, and prevent them from dealing with in 
dependent parts manufacturers who, though they may sell parts to 
General Motors, o sell parts to independents. 

Mr. Murrny. I do know this: There has never been, so far as | 
know, any pressure on Borg-Warner to minimize or discontinue that 
iIndepe ndent parts distribution, even though it is perfectly admitted 
that we are competing with them through the other channels of dis 
tribution. There is no pressure on us, on that. 

Senator O’Manonery. You are not a General Motors dealer. I did 
not imply that in my question. 

Mr. Murrny. Of course not. 

I say there is no pressure on us as a manufacturer that we should 
cut down on the part of the market which we distribute in competi 
tion with the General Motors dealer. 

I mean, there is no suggestion, if we are to sell original equipment, 
then we should hold down that other market. That competition is 
perfectly well recognized. 

What their intent is on the genuine parts, | do not know. I think 
we cannot answer that. That is for them to answer. 

Senator O’Manonry. Would you mind if I asked you why you were 

anxious to have it clearly ap . ar upon the record that you were not 
‘ names witness, and came here by subpena / 

Mr. Mureny. I do not think it is important, except because I know 
all of the manufacturers who have testified today have come under 
subpena, but I do think it is important in a hearing of this kind that 
it is understood that where there has been—I know lots of protests on 
the part of dealers, discontented dealers, so far as we are concerned- 
and LI say it very detinitely—I am sure that our opinions are colored by 
our own experience, 

We do not have any complaints against General Motors. We found 
them very ethical and very fine, and I think that would go for the 
other parts manufacturers. 

There is no reason we should have made the point any more than 
adhnyone else. 

Senator OManoney. I would like to say, in closing this session of 
our hearing, that it is the feeling of the chairman, and I am sure of the 
committee, and Lam sure of the entire Senate, that any American 
citizen need have no fear in coming before a committee of the Senate, 
to respond to the questions asked of him by one of the two Houses in 
the American Congress. 

This is part of the American system, and this is the forum in which 
American ¢ itize ‘ns may freely discuss any subject of economics or of 
politi s, or else we do not have free speec *h. 

Mr. Murriuy. That is a very sound observation. 

{ do know-—and I think this goes for the other parts manufacturers 
who testitied—we want you to have all of the facts. And I think in 
the limited time available your staff will tell you that we have gone 
out of our way to give it to you. , 

Senator OManoney. I thank you very much for your cooperation. 
I am aware that you have coopera ‘ed. 
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Vir. Burns. Just for the record, I want to make it clear and I should 
nt out that the Thompson Produc ts © o., Was not subpenaed. We 
led them on the telephone and asked them if they could come down, 
d they did, without asubpena. We put them out very much, having 
come on such short notice, and it was not through any demand. 


im] ly asked them by telephone. 
Senator ¢ yM A\HONEY. We are very erateful to the Thompson Prod 
: Co., too, for appearing here today. 
Che committee will stand in recess mw til Monday at 10 a. m. in this 


om. 
Whereupon, at 3:50 p. m., the subcommittee recessed, to reconvene 
a. is Monday, November 28, 1955.) 
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MONDAY, NOVEMBER 28, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopoiy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
157, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 
Present: Senator O’ Mahoney, Senator Langer, and Senator Wiley. 

Also present: Joseph W. Burns, chief counsel, and Gareth M. 
Neville, assistant counsel. 

Senator O’Manonery. Are you prepared to proceed ? 

Mr. Burns. Yes, Senator. This morning the subject for study is 
the competitive effect of the relationship between General Motors 
Corp. and its wholly owned subsidiary, General Motors Acceptance 
Corp., the largest sales financing company in the world. According 
to figures compiled by the Federal Reserve Board, automobile retail 

nancing in the United States in 1954 amounted to about $12.5 billion, 
or 42 percent of all consumer installment financing, which includes 
personal loans, home-repair and modernization loans, and the financing 
‘f all consumer durable goods. 

There are two kinds of automobile financing—wholesale purchase 
of cars from the manufacturer by dealers and retail purchases by the 
onsumer. The custom in the industry is for the manufacturer to sell 
to the dealers only for cash, with the result that most purchases by 
lealers have to be financed. 

Retail financing is handled by about 375 finance companies and 

ip pproxims itely 7,000 banks throughout the country. During 1954 = 

lance companies handled over 51 percent of the retail financing 
bout $6.5 billion. Among those finance companies GMAC had ee 
proximately 34 percent, or approximately $2.3 billion. The next 
irgest company was Commercial Investment Trust, with approxi- 
itely 13 percent ; Associates Investment, with approxims ately 7 per- 
ent; and Commercial Credit, with approximately 7 ‘percent. In 1954 
(;MAC’s wholesale financing amounted to about $3.5 billion, more 
ian twice as much as the next largest company. 

General Motors organized GMAC in 1919 for the purpose of finane- 

¢ the sales of GM cars. In 1925 it inaugurated a new plan in an 

fort to secure a greater part of the automobile-financing market. 
One of the most effective parts of this plan was to give the dealer a 

oft participation in the finance and insurance charges. Under this 

an, a rebate of part of the finance charge was paid to the dealer and 
beled a “repossession loss reserve.” This reserve was ostensibly to 
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ite the dle: ers Tor losses On defaulted finance notes. Tl 
brought a verv large and sudden increase in GMAC bu 
‘finance Companies were forced to adopt similar practic 
to compete with GMAC 
ttern of finan me was thus deve lope cl by W hich ( iN AC did Most 
innneing for GM dealers. Ford established a relationship wit 
cial Investment Trust, and Chrysler with Commercial Credit 
thus brought about were attacked by the Government 
indictments in May 1938. There were three separati 
one against GM and GMAC: one against Ford and CIT: a 
against Chrysler and Commercial Credit. On November 
indictments in the Ford and Chrysler cases were dismissed 
ind civil suits were substituted in which consent decrees were entered 
prohibiting certain practices and arrangements. The GM case was 
tried and resulted in a verdict of guilty on November 16, 1959, which 
wa alin med on ap ypeal, 

Since a criminal conviction does not have the effect of enjoining the 
continuance of the unlawful practices, the Government filed a civil 

trust suit against GM and GMAC on October 4, 1940. This case 
was finally terminated on June 17, 1952, by a consent decree. In filing 
the suit the Government charged that the power which had been exer 
eised to create cal iwful conditions could be eliminated only by ending 
the stock ownership of GMAC by GM. Tlowever, the consent decree 
lid not hihet tata aiecaliterd. 

In view of the fact that GMAC’s share of the automobile financing 

arket has continued to increase, the subcommittee believes it is im- 
portant to determine what effect this litigation has had on competition 

lH) this fie | :. 

GMAC has extended its financing to products other than automobiles 
but oc ‘stimony today will deal solely w ith the automobile field. In 
order to study the problem of automobile financing, we have asked 
representatives of the largest, as well as some of the smaller, finance 
comp: nies to testify. 

Senator O’Manonry. Before you begin calling witnesses, I desire 
to call to the attention of the committee, in the record, the announce- 
ment of the Department of the Treasury made last Friday, Novem- 
her 25, the day after Thanksgiving. 

The announcement concerned the refinancing by the Government of 
the Tnited States of $12.250 million worth of maturing securities. 
‘These securities were due and payable on December 15, 1955. 

One of these issues was a 1-year certificate paying 114 percent inter- 
est. The ~— was a 5-year note paying 154 pere ent interest. The 
re fin: incin plan announced by the Treasury wi stitutes for the 1-year 
certificate ‘saving 114 percent interest a new vear certificate of in- 
debteds iess to be dated December 1 next, and to carry an interest rate 
of 256 percent. 

The ne ‘issue which the Treasury has announced for 5 days’ sub- 

ccription, by the way, was a Treasury note for 214 years to be dated 
on Dee wai 1, 1955, and to mature June 15, 1958, paying 27% percent 
nterest. 

This is what is commonly called short-term financing. Of course, 
there are many short-term certificates of indebtedness issued by the 
Treasury Department for shorter periods of time than that. But 
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struck me as an important factor in the study that we begin today, 
finance, to compare the rate of interest which the Government has 
vy and the rate of interest at which GMAC and some of the oth 
incing ¢ omp' nies are able to borrow money. 
It is real lly not too much to say on the basis of the figures that have 
‘ompiled by our stat? that General Motors and Ford, at least, 
ve erown to such proportions that they ‘an borrow money more 
ply than the Government of the U nited states. 
I hada member of the staff make a check of out standing interest 
tes of the Government and of these financing companies in the 
mobile industry, and fie advis “(| bhie that the average of I] wuUtO 
le industry unsecured financing is only one quarter to ihree 
percent above the average of the Treasury. That means, as 


course that the computation was correct—and I am sure it 


aut least one of these companies is able to obtain LIDS cured 
s either through its own brokerage operations, through the Op 
ons of other brokers, or in the market at less, far less, than the 
of interest which the Government will have to pay on the two new 
ues to be issued on December 1, 1955. 
Senator Winery. Are those long term or short-term loans? 
Senator OMauoney. Short-term loans. 
Senator Lancer. One is for 5 years, is it not ? 
Senator O’Manoney. Let me repeat that this is from an announce 
by the Treasury if. seraher ent on Friday, November 25. 
There are two issues maturing on December 15. One is a 1 year 
cate paying 114 percent interest. The other is a 5-year note 
ying 134 percent interest. 
lo take the place of these certificates and notes, the total of which 
$12,250 million, the Treasury is offering a 1 year certificate of 


labteacdn 
{ 


debtedness to be dated December 1 paying QO, percent interest, 
h you see is consider: ibly ereater than Lily percent on the note 
ituring on the certificate on December 15. 
The other is a 214 yeur ‘Treasury note, dated December 1, to ma 
on June 15, 1958, which will pay 27% percent interest, whereas 
» note that is expiring on December 15 pays only 184 percent. 
Now, the point that 1 make is that the statistics which our staff 
ive gathered show that some of these automobile financing com 
inies are able to borrow on unsecured notes part of the money which 
sy I eed at interest rates which are on ly one-quarter to three-eighths 
| percent above the rate paid by the Treasury Department on its 
ort-term finane ing. 
()f Course, these automobile fins nce compal 11es borrow money from 
nks throughout the United States. They borrow money on bonds. 
they borrow mone Vv on their unsecured notes, and the »V bor row money 
their own brokerage and through other brokerage institutions. 
But when an affiliate of the greatest manufacturing company of 
i¢ world has grown to such a financial position that it can compete 
ith the Government of the United States for low interest rates on 
secured notes, it must be clear that we are face to face with a con- 
entration of economic power that is equal pri tically to the Govern 
ment itself. It is something which makes it necessary for this com 
ttee to continue this study. 
Senator Lancer. Might | inquire, Mr. Chairman, whether 214 years 
what they call short-time paper ? 
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Senator O'Manoney. 
short time. 





Two and one-half years is a little more t] 





Senator Lancer. One note is not due by the Treasury until 195s / 
Senator O'Manonry. That is right. That is a 214-vear Treasim 

note, but it pays 27% percent interest and it is substituted for one t! 
how paying 134 percent. 







a point is not to criticize the Treasury because I do not know whit 
. facts were that caused the Treasury to make this offer. But it 
ll attention to the fact that the greatest manufacturing compa 
1) a world is able to borrow money in the United States on coy 
petitive terms with the Government of the United States. 

Senator Wiiey. May I ask a question of the chairman ¢ 

Senator O’Manonery. Yes, indeed. 

Senator Witey. I am sorry that I have not been able to attend 
number of these meetings, but I understood today when I got ba 
that we are entering into a new phase. That is reflected by the stat 
ment that you have made now, that this borrowing by the finance 
companies—is that right ? 

Senator O’Manoney. Yes. 

Senator Winey. Instead of by the parent or , Ford or by Ge) 
eral Motors. Now, your statement was that, in a ance, bee ause they 
could borrow at a little lower rate than the Government, that in itself 


constituted a concentration of economic power. I wonder if that state 
ment does not require analysis. 


Senator O’Manoney. I think it does. 

Senator Witey. I think that these finance companies—and I am 
not one of them, or interested in them—but some of the finance com 
panies are small, some are large. 

Senator O’Maronry. I am talking about the large ones. 

Senator Wiriry. If you ever find out what some of the small ones 
could borrow money for—we have had to balance, we have had a tre 
mendous amount of deposits, and they have been looking for loans. | 
don’t want to agree with this conclusion. I have listened, and I con- 
tinue to listen, to see whether it is borne out that it is a concentration 
of economic power, and as a result of that concentration they are get 

ting these rates, or if it is because this country is so economic ally sound 
and economic its healthy and expanding in population and demand 
and wealth that this tremendous—what you might call surplus of 
funds ae a mv aegae 

[ know of no better analogy than this. When I came to Washington 
I7 years ago we hi: 7 a national income of 70 billion. Now we have 
got a national income of 327 billion. Then we had a production of 90 
billion. Now we have got a production of close to 400 billion. When 
[ came there were 11 million unemployed out of 140 million. Now 
there are only 2 million unemployed out of 165 million. It seems to 
me that we have got to consider all these facts im arriving at the 
conclusion as to whether there is anything rotten in Denmark here- 
vou don’t mean to imply that ? 

Senator O’Manonry. Well, I will say this to the Senator. I agree 
with everything that he has said about the growth of the United 
States, about the increase of the gross nations al production 

Senator Witry. And income. 

Senator O’Manonry. The great increase of income, the great 
increase of savings. And that being the fact, I raise the question—and 
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question—how it comes that the Treasury of the United States is 
liged to raise the interest rates upon its 1 year and 214-vear borrow- 
es, While a few large automobile ceibsiialln s can get their money on 
ured notes for lower amounts. 

Senator Witry. What does the Government pay for 6 months’ 

per or 12 months’ paper? 

Senator O’Manoney. That I don’t know. Weare going to find out. 

Senator Witry. That is short-term stuff for 90-day paper. And 
he only thing is that election vear is around the corner, and I don’t 

ant to have a lot of bombshells thrown in that aren’t really bomb- 

ells but really duds. That is all. 

Senator O’Manonry. Well, if the Senator implies that the state- 

ent that I have thrown in here is a dud, I hope he won't be around 

hen it explodes. 

Senator Winery. I don’t think it will explode if the Senator will just 

ep his 

Senator O'Mainonry. The Senator is making his conclusions, not I. 

Senator Witey. [ say, I don’t think it will explode if the Senator 

t follows through as his good mind will tell him to and not jump up 

ing. as he said this morning, that this is all due to a concentration 
economic power. I don’t think that that is true at all. That is the 
ly thing I have to say on it. 

Senator O'Manoney. Well, we will see. Let the evidence tell the 
tory. 

Senator Wirey. Let the facts come out as they should without draw- 

r false conclusions, I agree. 

Senator O’Manonry. And I must say again to the Senator from 
\Visconsin, the Chair does not intend to draw false conclusions. Let 

e facts lay on the table and let the public draw their conclusions. I 

ave pointed out 

Senator Winey. I agree that that is a good conclusion. And I agree 

it you have no real intention of doing any harm. But after all, the 

onomic life of this country is to me something, and we can do a lot 
‘f harm unintentionally at times. And we must not stick daggers into 

e back of our society, because it is healthy when the rest of the world 
< sick. That is my only point. 

Senator O’Manonry. The Senator’s point is very well taken. The 

ost Important thing in the world today is to preserve the free econ- 

iy of the people of the United States, and monopolistic practices are 

estructive of the free economy. And those who venture upon the 

rractice of restraint of trade and other practices which we know to 
be violations of the antitrust laws are the ones who are driving the 
laggers into the back of the American economy, and not those who 

‘k by interrogation to get the facts. 

Senator Witey. Well, I don’t disagree with the first part of that 
tatement. I don’t think that, whether they are big or smal]l— 

Senator O’Manoney. Now, it being an election year, I warn the 
Senator, don’t disagree with the second part of the statement before 
the votes have come. 

Senator Wier. Let me finish my statement. And then I will say to 
vou that the matter of violation of law is a matter that we are in- 
erested in. And the matter of relative bigness we are interested in if 

by itself, ipso facto, violates law. But if this country has grown, 



















STUDY OF THE ANTITRUST 





LAWS 











grown according to the Senator’s statement in pees 
ina Ih CCOHOMIC MCcOomMe, We have fot to consider thos =e fact Ik CON 


nection with the whole. Then we have gOL to consider also anothe: 
most important thing, that we are living now in the niost dangerou 
and critical period in the world’s history, because man’s ingenuity ha 


ontracted the globe. And we have the Kre mlin over there trying t 
ake over the globe. And man’s ingenuity has created weapons and 
means so that no longer can we maintain a isolationist mind even li 


connect! 1i0n with matters like this, because 3 the over: all prob lem is t} 


iit 


question of keeping America safe so we don’t have another Pear] 


Harbor. 
We have had one when we had Pearl Harbor, we had 2 vears to get 
l 


ready. But next time we won't have 2 days, if we find ourselves ru 


ing off on a tangent in this manner, into avenues that may sabotage 
our own thinkine and make us complacent we don't realize what Is 


going on in the world. ‘That is my only point on that. 

Senator O’Manonry. [agree with the Senator on that 

Senator Winky. We are getting along fine. 

Senator O’Maronry. Absolutely. And when we just find out that 
et partment of Justice and the Federal Trade Commission within 

the ar have ap proved three automobile manufacturing companies’ 

mergers in order to save them from falling in the struggle, the com 

petitive struggle, if you will, ay neral Motors, Ford, and Chrysler, 

I think the warning signal is up for the maintenance of free, inde 

pendent enterprise. And we had better not put blindfolds on ow 

with ts. & 

Senator Witry. I agree with you. Not only should we take th 
blinders off our eyes in that manner, but we should take them also 
olf of others so that we don’t fall into one rut while we are trying 
to escape another. 

Senator O'Manoney. That is right. I think we can agree now that 
neither one of us wants to run into a rut, 

Senator Lanarer. I was interested in one statement, Mr. Chairman, 
and that is that the action against General Motors was commenced in 

40, the criminal action, and was not disposed of until 1952. Am I 
correct ¢ 

Mr. Burns. The civil action took 12 years. 

Senator Lancer. I want to know why it took 12 years to try a law 
suit ? 

Mr. Burns. We have a witness here from the Department of Justice 
who will testify with respect to that suit. 

We will call Mr. Holmes Baldridge, formerly Chief of the Trial 
Section of the Antitrust Division of the Department of Justice, who 
has been connected with these finance suits against the three companies 
whom I have named from their inception in 1938 until the final con 
clusion in 1952. And we believe that it is important that the subeom- 
mittee know what the issues were in those suits, what the terms of the 
ultimate decrees were, and what effect, if any, those decrees have had 
upon competition in the financing of automobile sales. 

Assistant Counsel Neville will examine Mr. Baldridge. 


Senator O’Manonry. This is background information, as I under 
stand it. 


41 
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Mr. Burns. Yes, sir. Later we will follow with witnesses from the 
ndustry. 

Senator O"Manonry. Proceed. 

Mr. Nevinie. Thank you, Mr. Chairman. 

Mr. Baldridge, do you have a statement, or would you prefer to 
proceed with questions ? 


STATEMENT OF HOLMES BALDRIDGE, ATTORNEY, CHICAGO, ILL., 
FORMERLY ASSISTANT ATTORNEY GENERAL OF THE UNITED 
STATES AND FORMERLY SPECIAL ASSISTANT TO THE ATTORNEY 
GENERAL AND CHIEF OF THE GENERAL LITIGATION SECTION 
OF THE ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


Mr. Bavprinee. I suggest that I might read a prepared statement 
first. 

Senator O’Manoney. That will be quite all right. 

Mr. Batprivce. And then submit to questions afterward. 

I have been invited to make a statement in reference to antitrust 
proceedings brought by the Government in 1938, which were directed 
to the elimination of trade restraints in the automobile financing field 
insofar as General Motors is concerned. 

Since the Government’s program was directed against the three 
largest manufacturers of automobiles, namely, General Motors, Ford, 
and Chrysler, and since the cases against these three companies were 
interrelated, a brief review of all three cases at the outset might serve 
to place the proceedings against the General Motors group in proper 
perspective. 

In addition, counsel for the committee has informed me that rep- 
resentatives from automobile dealer organizations, as well as finance 
companies and banks, have also been invited here to testify. 

Hence, a general review of the Government’s automobile finance 
litigation may be helpful as a general introduction to the subject. 

Senator Witry. You prosecuted this action, did you? 

Mr. Bautpriner. Yes, from 1938 to 1951 L was special assistant to 
the Attorney General and Chief of the General Litigation Section of 
th Antitrust Division, United States Department of Justice. And 
during that period I had charge of the trial of the General Motors 
case, the attempts to modify the Ford and Chrysler decrees, and the 
negotiation and final entry of the General Motors decree. 

The Ford and Chrysler decrees were negotiated prior to the time 
[ came with the Department, and subsequent to my work with the 
Antitrust Division I was assistant attorney in charge of the Civil 
Division, Department of Justice. 

At the present time I am engaged in the private practice of law in 
Chicago. 

Senator Witry. Briefly, what was the issue involved in the prosecu- 
tion ¢ 

Mr. Baupripcr. The alleged coercion by the factory of their various 
dealer organizations to use the financing facilities of the factory- 
affiliated finance company. 

Each motor manufacturer at that time was affiliated, either by con- 
tract or by stock ownership or by complete ownership, as in the case 
of GMAC and General Motors, with a financing company. 
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Senator Lancer. You say you are practicing Jaw in Chicago noy 


Mr. Baupripcr. Yes,sir. 

















Senator Lancer. Are any of these automobile companies your client 
at the present time ¢ 


Mr. Baupripce. No, 


On May 27. 1938.3 indietments charging violations of the Sherma 
Act were returned against General Motors Corp., Ford Motor 

hrysler Corp., and finance companies affiliated with each of these : 
ap 


Sach indictment charged the respective defendants with conspil 
























































both new and used, and by foreing and inducing dealers handling 
the cars of the respective manufacturers to use the financing facilitie 
of the finance companies afliliated with the manufacturers at bot! 
the wholesale and retail levels. 

Keach imadictment charged that becnuse of the high unit price Ol 
cars, as well as the manufacturer’s requirement that all cars be paid 
for in cash before shipment to the dealers, large sums of money wer 
regularly and con wera required to finance purehases by dealers 
at wholesale, as well ; » permit retail purchasers to buy cars on 





















































time sales basis. 








Mach indictment charged that the respective defendants had ex 
cluded as far as possible all finance companies other than the company 
aliliated with the manufacturer from the business of financing cars 
at both the wholesale and retail levels; that each manufacturer had 
given various specified special services, facilities, and preferences to 
its a fliliated finance company, and had coerced its dealers, in various 
specified ways, to use the services of the factory-afliliated finance 
company. 



































\mong the means alleged to have been used to compel dealers 
to use the financing facilities of the factory-affiliated finance com 
panies were the following: the cancellation of dealers’ contracts to 
sell cars and threats to cancel such contracts: the making of these 
contracts for a period of 1 year only, subject to cancellation on short 
notice and without cause: conditioning the making of such contracts 
on the dealer’s promise to use the facilities of the factory-affiliated 
finance omnes diseriminating against noncooperative dealers by 
vhich were not ordered during the periods of over 
wkd many times during periods of normal production, 
and refusing to ship ears during periods of short supply or norma! 
supply: shipping cars of different type, style, and design from those 
ordered; shipping excessive quantities of parts and accessories: ad 
vertising by the factory, endorsing, recommending, and promoting 
by the factory of the financing facilities of the factory-affiliated 
finance company, and using any and all other means deemed necessary 
by the factory to foree the dealers to use the financi ing facilities of 
the factory afliliated finance company. 

The results of such practice were that the dealers were deprived 
of a free choice of finance companies even though under their contracts 


with the manufacturers such dealers were not agents of the factory but 
were independent contractors 
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Among the means alleged to have been used to discriminate against 
independent finance companies and in favor of the factory-affiliated 





CA:, 


Ing to monopolize the business of financing the sale of automobiles. 
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ce recy: cat were the followin or: the furnishing to the latter, 
t is the factory-afliliated finance company, of space in the plants, 
ories, a offices of the respective manufacturers; the furnishing 
iformation relating to the purchase sale, transportation, and de 
ry of cars to dealers; instruments relating to security in connection 
i such financing, purchase, and sale of cars, and to the direct 
isfer of title of cars to the factory -aftiliated finance company before 
pment from the factory, and the refusal to make such facilities or 

. of them available to independent finance companies for banks. 

Lhe availability of such facilities placed the factory afliliated com 
es in a preferred position with respect to competition with inde 

dent finance companies and banks. 

Lhe combined result of the coercion imposed upon dealers, and the 
ininations directed against the inde ‘pe ndent finance rr une Ss. 
to give the factory aililiated finance companies a 
opoly of both the wholesale and retail time sales finance Sacha 

he respective factory organizations. Since General Motors, Ford, 
Chrysler, at that time, were manufacturing approximately 90 
ent of all cars sold in the United States, this monopoly contro] 

ssubstantial. 

lord and Chrysler settled their cases. On November 15, 1938, the 

lictments against these two companies were dismissed, civil suits 

re substituted, and consent judgments entered thereon. These de 
ees had a dual purpose. They were designed to afford the dealers 
ee choice in the selection of financing mediums for both wholesale 

d retail financing of automobiles. 

In addition, they were designed to create an opportunity for com 

etition among finance companies and banks for such business. ‘To 
eve these ends the decrees enjoined all forms of coercion formerly 

posed upon the dealers; terminated the affiliation previously exist 

between the factories and their affiliated finance companies, and 
oined discriminations formerly imposed against independent fi 
ce companies and banks. 

In addition, a so-called code of fair competition was set up under 
ch any finance company registering under the plan was to agree 

to eliminate harsh collection methods formerly employed against 

irchasers of low-priced cars. 

Senator Lancer. Who was Attorney General when these settlements 

ere made with Ford and Chrysler ? 

Mir. Batpripcr. Homer Cummings. 

Senator Lancer. Thank you. 

Mr. Baupripce. The General Motors group proposed no plan for 
lement and stood trial. In order that Ford and Chrysler be not 
ced in a position of competitive disadvantage with the General 

Motors group, the Ford, and Chrysler decrees contained two provisions 
the form of conditions subsequent. 

One of these provisions provided that if the pending criminal pro 
“lings against General Motors did not terminate in a conviction, 

en the injunctive features of such decree should be suspended until 

ich time as substantially identical requirements should be imposed 
decrees upon General Motors. 

The second provision provided that the bar against affiliation of 
rd and Chrysler with a finance company should be suspended unless 
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the Government obtained a final adjudication divorcing Genera 
Motors Acceptance Corp. from General Motors Corp. by January 
1941. 

I might add here that General Motors Acceptance Corp. is a 100 
percent owned subsidiary of General Motors Corp 

At the time the decrees were entered, the Ford Motor Co. owned a 
controlling interest in an automobile financing affiliate of the Con 
mercial Investment Trust. This affiliation was terminated prior to 
the time the decree was entered. 

Also just prior to the time the decree was entered, Chrysler owned 
50,000 shares of stock in—I am not sure whether it was 50,000 shares 
or $50,000—at any rate, they owned a financial interest in Commerc 

Credit Corp. which was the affiliated finance company with C iepiter 

In additon, there was a written contract between Chrysler and 
Commercial Credit Corp. under the terms of which Chrysler had 
agreed to do what it could with its dealer organization in order to 
secure the financing patronage of dealers for Commercial Credit 
C orp. 

The Ford and Chrysler decrees thus provided that the Government's 
litigation against the General Motors group was to be substituted 
for the test of the issues in the Ford and ¢ ‘hrysler cases, and that the 
prohibitions in those decrees should be adjusted, from time to time, 
to conform with the adjudications made and the results achieved in 
the proceedings against the General Motors group by litigation. 

On November 16, 1939, after trial, a general verdict of guilty was 
returned against General Motors Corp. and three of its affiliated 
companies. The individual defendants were acquitted. These judg 
ments of conviction were sustained on appeal. 

Senator Lancer. Wasthata jury trial ora court case ? 

Mr. Batpripcr. A jury trial. 

Senator Lancer. Who was the trial judge? 

Mr. Baxpripcr. Judge Walter C. Lindley, who was at that time 
the district judge for, I belive, the Northern District of Indiana, 
South Bend Division. He is now a member of the Court of Appeals 
for the Seventh Circuit. 

With the conviction of General Motors in the criminal case, the 
injunctive features of the Ford and Chrysler decrees thus became final. 

On October 4, 1940, the Government filed a civil suit against the 
General Motors group, seeking to divorce General Motors Acceptance 
Corp.—the financing affiliate—from General Motors Corp 

Since such suit had not been concluded by January 1, 1941, the 
dates set in the Ford and Chrysler decrees, for General Motors dives- 
titure, the Government applied for and received successive annual 
extension of the bar against reaffiliation with finance companies by 
Ford and Chrysler, up to and including January 1, 1946. 

In both 1941 and 1942, ( ‘hrysler unsuccessfully opposed extensions 
of the bar against affiliation. In this litigation the Supreme Court 
held that the primary purpose of the provisions relating to the bar 
against affiliation was to have the ultimate rights of the parties deter- 
mined by the civil suit against General Motors, and that the time 
limitation was inserted to protect Chrysler from competitive disad- 
vantage in the event the Government was dilatory in prosecuting 
the General Motors civil suit: that time was not of the essence with 





STUDY OF THE ANTITRUST LAWS 3037 


respect to the bar against affiliation; that the Government had not 
culty of laches; that Chrysler had made no showing that ex- 
sion of the bar against affiliation would place that company at a 
petitive disadvantage, and further, that the complete cessation 
the manufacture of new automobiles and light trucks occasioned 
World War IL had drastically minimized the significance of the 

etitive factor as of the time of the suit. 

[n 1946, Ford was successful in suspending the bar against affiliation 

tha finance ¢ ompany, although admitting during the litigation that 
ad at that time no present pl: ins to resume such an affiliation, and 
\itting that it could offer no affirmative evidence of competitive 
ulvan tage because of the absence of such affiliation. 

The Supreme Court held that the crucial fact, as of 1946, was not 

egree of actual disadvantage but the persistence of an unequi lity 
nst which Ford had secured the Government’s protection. 

[ might add that in the same proceeding Ford was successful 
iring the suspension, not the termination but the suspension, of two 
unctive features of the 1938 decree. One of these provisions pro- 
ited an agent of the manufacturer and an agent of the defendant 
ince company from making joint calls upon a dealer or prospective 
ier for the purpose of influencing such dealer to use the finaneing 
ilities of such finance company, except upon written request of 
dealer. 

Phe second provision prohibited the manufacturer from recom- 

nN ding, endorsing, or advertising the defendant finance comapny or 

y finance company. The Government had vigorously op posed the 

ispension of these two provisions on the grounds that the precarious 
tractual position occupied by the de alers in relation to the manu- 
turer, as well as their notoriously weak economic condition, made 

» dealers peculiarly susceptible to the slightest pressure from the 
tory. 


The continued effectiveness of these two provisions of the decree 


s under the terms of the decree to be determined by the trial judge’s 

tructions to the jury in the criminal case against General Motors. 

trial judge there instructed the jury that General Motors might 

-e xposit lon, persu: ision, and argument, but not coercion, in atte mpt- 

to secure dealer patronage of General Motors Acceptance Corp.’s 
incing facilities. 

The Supreme Court, with Justice Black dissenting, held that 


0 practices involved merely persuasion or argument rather 
ercion. 


these 
than 


. such time as they had been imposed | * decree against the 

1 Motors Corp., they would be suspel eb in the Ford decree. 

: conclusion of the Ford litigation, the C hrysler decree was modi- 

so as to conform with the suspension secured by Ford through 

gation, again in an effort to prevent Chrysler from operating at a 

mpetitive disadvantage insofar as competition with Ford 
corned. 


~ 


Ss 


enator Lancer. In the criminal case, what sentence was imposed 
General Motors? 

Mr. Batproer. The maximum, Senator, v 
e, 89,000 per count. 


vlich was very small at that 
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Phere was $5,000 altogether, or $5,000 for e 


Mr. Baupriner. | think there was only one count in the indictment 
Phere were four defendants. They were fined a maximum of $5,000 
S2O O00, I beheve that the last session of Congress has amended 


act, so as to permit fines up to $50,000 in a criminal case. 

On July 28, 1952, a final judgment by consent was entered 
(reneral Motors civil suit. This judgment was substantially identi: 
to the modified judgments then im force against Ford and Chrysler. 

The following are the reasons for the Government’s settlement of { 
(ieneral Motors civil suit on the basis of injunctive relief, rather tha 
divestiture, as well as for the delay in disposing of such case. 

Senator Winey. There was no money involved ¢ 

Mr. Baupripgr. This was on the civil side of the docket. 

Senator Witry. No money involved in that—simply restraining / 

Mr. Baupriner. Injunctive relief against General Motors; yes. 

Now, I think that the committee is entitled to know, and might. be 
interested in the reasons for the Government settlement of the Genera] 
Motors civil suit on the basis of injunctive relief rather than divesti 
ture, as well as the delay. 

Senator O’Matroney. May I interrupt you there? Will you repeat 
the last sentence of the paragraph beginning, “On July 28, 1952”—1 
am not quite sure I heard you correctly. I want the record straight. 

Mr. Bauprince. The final decree against General Motors in the civil 
suit was entered on July 28, 1952, and this judgment against General 
Motors was substantially identical to the then-modified judgments 
which had been entered by consent and which had been in force against 

Chrysler and Ford since 1938, 

Senator O'Manonery. Thank you. 

Senator Lancer. During this time, did General Motors keep o1 
violating the law ? 

Mr. Bauprince. Well, lam getting to that, Senator. You suggested 
or you asked why there was this long delay in disposing of the General 
Motors civil suit, and I was about to e xplain the reasons for that, as 
well as the reasons for the settlement with General Motors on the basis 
of injunctive relief rather than divorcement or divestiture of General 
Motors Acceptance Corp. from the factory. 

The first bit of delay was in filing the civil suit. The criminal case 
was disposed of in the district court on, I believe, November 17, 1939. 
The civil case was not filed until October 4, 1940, but in the opinion 
of the Department it was neither feasible nor in the public interest 
to prosecute the criminal cases against General Motors simultaneously. 
After the criminal conviction, there was an appeal to the 7th Circuit 
Court of Appeals which confirmed the convictions and subsequently 
the General Motors group petitioned for certiorari and the Supreme 
Court denied certiorari. 

Senator OManuonry. How long did that take ? 

Mr. Bavpripcr. I think it was some time in 1941, or early 1942, be- 
fore the criminal case was finally disposed of in the courts. But as | 
Was saying, it was neither feasible nor in the public interest to prose 
cute the criminal and civil cases against General Motors simultane 
ously. Both criminal and civil cases were based upon the same con 
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icv charee, and hence simultaneous proceedings would have 


sIved the expense and burden of trving the same issue twice. 


| hat was avoided by prior Tl inl of the criminal case since the judg- 
of conviction there would render the question of conspiracy res 
eata in the eivil proceeding. 

Second, the excessive discovery procedure by Greneral Motors unde 
new Federal Rules of Civil Procedure resulted in the taking of 
re than 400 depositions during the period of approximately 4 
rs. The Government's efforts to secure from the district court 
e limits to the use of such discovery procedure proved futile. 

\lthough such relief is provided for in the new rules, the granting 
ih rehef is discretionary with the trial court. 

Vhird, drastic relief, such as divestiture, will not be granted b 

courts unless injunctive relief is clearly inadequate. Unless the 
(iovernment could show that dealer coercion continued after the con- 
tion in the criminal case, it was thought that a case could not be 

ule for divestiture. During the 4-vear period of World War II, 

scars were manufactured and sold for general civilian use. Hence, 

) opportunity was afforded the factory if desirous of doing so to 

erce dealers with respect to car financing. 

Sometime after resumption of manufacture of cars for civilian 
e. the Government made an investigation as to whether the dealer 

ercion had been resumed by General Motors on a general company- 
de or nationwide basis. 

Only a few isolated instances were discovered. It is suggested 
it the situation may have been affected by the fact that cars were 
extremely short supply for several years after the war, dealers 
re clamoring for cars under any cireumstances, and may have 
en reluctant to report coercion, if any existed. 
lhe foregoing constitutes a general summary of the Government’s 
trust litigation involving automobile financing. I should like 

ow to describe briefly the criminal proceedings against the General 

Motors group, as disclosed by the evidence at the trial. 

(seneral Motors Corp. was organized in 1916, as the result of merger 
several independent car manufacturers. John J. Raskob, former 
e president of General Motors Corp. and former chairman of its 
ince committee, and self-styled father of General Motors Accept- 
e Corp., testified that General Motors Acceptance Corp. was organ- 

ed in 1919 in order to broaden the market for the sale of General 

\otors cars; that people among the working classes could not afford 

» pay cash for cars: that such persons could not secure loans from 
inks for such a purpose for lack of collateral; that at that time 
ukers for the most part had little confidence in the stability of the 

itomobile industry; and that certain independent finance com- 

inies—in the opinion of General Motors officials—were charging 

r purchasers excessive rates, 

Hence, it was decided to organize a finance company as a_ 100- 

ercent-owned subsidiary of General Motors Corp. in an effort to 

eet these needs. 

rhe dealers did not respond as expected, due chiefly to the fact that 

(“MAC was a recourse company: that is, the dealers using its credit 
ilities were required to make good to GMAC any losses oceasioned 
repossession of cars sold on a time-sales basis. Most of the com 





3040 DY OF THE ANTITRUST LAWS 


petitors in the automobile finance field operated on a nonrecou 
| 


De is: that is, the dealers old them paper to sue bh companies free fre 
iny contingent liability incident to losses occasion by repossessio 


1925, the General Motors group decided to take such steps a 

re necessary to compel its dealer organizations to use the financing 

facilitiesof GMAC. Coincident with this decision, a change was mack 

e GMAC time-sales plan. An addition was made to the regula 
mice charge to be paid by car purchasers, called a dealers’ reserve. 

‘The purpose of such reserve was to reimburse the dealer against 
losses occ asioned by repossessions. The General Motors group 
thought that this would meet the competition of the nonrecourse 
companies, The company itself still refused to take such losses inc] 
dent to nnn of cars sold by General Motors dealers. 

I beginning, the reserve amounted to 1 percent on the first 

LOW) of the unpaid balance and one-half percent on the remainder, 
for both new and used cars. Subsequently, the amount was changed 

nd increased until it reached 20 percent of the total finance — 
on new ears and 50 percent of the total finance charge on used ca 

Company ollicials testified that the reserve was not calculated on any 
actuarial basis, but rather was based upon the experience of the sub- 
normal dealer, and hence to the average dealer it constituted a profit 
which was paid by the car-buying public. The real purpose of such 
a reserve, as admitted by the testimony of company officials, was to 
in effect bribe General Motors dealers to use the recourse financing 
facilities of GMAC rather than the nonrecourse plans of competing 
independent finance companies. Most dealers preferred to use inde- 
pendent finance companies so as to avoid losses incident to repossession. 
In addition, many dealers desired to operate their own finance com- 
panies and to secure the profits incident to such business. 

‘The motor sales units of the factory paralleled the field units of 
GMAC. Agre ements were made between the two organizations to 
work together to force the dealers’ use of GMAC. For example, 
representatives of the factory would make joint calls on the dealers, 
advising the dealers that if they desired to get along with the factory 
they had better give their finance business to GMAC. Since the 
factory representative, usually a zone manager, exercised the power of 
economic life or death over dealers because he allocated the cars in his 
zone, because he could cancel the dealer on short notice and without 
cause, such joint visits were usually effective in securing cooperation 
from the dealer. 

In addition, dealers were required to make periodic reports to the 
factory showing the number of cars sold on a time-sales basis, the 
finance company used, and if not GMAC, an explanation was required 
why outside discount companies were used, including all details of 
the dealers operations, including the number of cars sold for cash, 
the number of cars sold on a time-sales basis, and the name of the 
discount company used by the dealer on time-sales purchases and 
sales of cars and an explanation as to why an outside discount company 
was used. General Motors employees, officials and representatives, 
were given free access—they insisted on it and, of course, secured 
free access and inspection of dealers’ books and records at any and 
all times, despite the fact that under the specific terms of the dealer’s 
contract with the factory he was an independent contractor and not 
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Dealers were required to give a blanket power of attorney author- 
¢ a factory representative to sign GMAC documents on their 
f. That isa very effective instrument in the hands of the factory, 
ise if the factory had cars on hand not sold, they could merely 
this power of attorney, ship cars to a dealer, whether or not they 
re ordered, and in selecting dealers to whom such cars were sent. 
ost such excess cars were sent to dealers who had refused or were 
ising the financing facilities of GMAC to the extent desired by 

( factory. 

\t the annual contract-renewal meetings, each dealer was required 
“run the gauntlet,” that is, he was required to have interviews with 
presentatives of the various departments of the General Motors 

nization, including GMAC. Unless a dealer promised to give 
stantially all of his finance business to GMAC, his contract was 
renewed. 

lnder the terms of his contract with the factory a dealer could be 

eled on short notice and without cause. Dealers refusing to use 
facilities of GMAC were canceled. 

\s additional means to insure the dealers’ use of GMAC, dealers 
g outside discount companies were refused their quota of cars 
ring pe riods of shortage and ae during times of overpro 

tion. They were shipped cars of a different design, style, color 

lmake from those ordered. All = these were practices imposed by 
factories on the dealers to insure their use of the financing facili 
ties of the factory-affiliated company. 

Still another device for forcing dealers’ use of GMAC was the fae 
ory’s refusal to permit any finance company, other than GMAC 

ommodations at the factory. Since the dealer was required to pay 
sh for cars before they left the factory, he needed financing to pay 

e wholesale pure ‘hase price. The f factory transferred title to the 

us to GMAC at the factory. The dealer was thus forced to make 

incing arrangements with GMAC, 

The only method by which an independent finance company coul | 
irtie ipate in the dealer-financing at wholesale was to lend the pur- 
ise price to the dealer so as to permit cash payment to the factory 
ore shipment, in which event such company had no security pend- 

e delivery, or the independent discount company was required 
to pay GMAC, its competitor, for the invoice price of the car upon 

livery. This constituted unfair discrimination against both the 

‘ler and the independent finance company. 

Then, another practice imposed upon dealers by the factory was 

e requirement that for each car sold a dealer must contribute—in 

e case of Chevrolet, I recall, it was $6 a car—and some of this adver- 

ng was national, some of it was local. Most of the $6 was for 
itional or institutional advertising. And in this national advertising 

e factory not ~ advertised the Chevrolet car but somewhere on 

ead displ: ived in a prominent position was a recommendation for 

se of the financing f, cilities of the General Motors Acceptance Corp. 
t the can ipaign bv the General Motors group to force deale ‘rs to 

e the financing facilities of the factory-affiliated finance company 

as successful, is demonstrated by the results. In 1924, the year 
before General Motors decided to change its financing poliev to one 
of persuasion, to one of coercing dealers to use the financing facilities 


| 
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of GMAC, GMAC secured a relatively small percentage of the tot 
financing business of General Motors dealers. 

Asa result of the programs and policies Inaugurated by the compa 
in 1924, GMAC received approximately 75 percent of the retail time 
sales finance business of General Motors’ dealers. In 1925, GMA¢ 
secured 17.6 percent of the wholesale financing of General Motors 
dealers, as compared to 62.5 percent of such business in 1938, 

Also, in 1924 the General Motors group sold 835.000 units, which 
included passenger cars as well as trucks, whereas in 1987 it sold 
1,680,000 units, an increase of approximately 100 percent during that 
period, whereas in 1925 the income of General Motors Acceptance 
Corp. was $2,556,000, in 1937 it was $14,592,000, or an increase of up 
proximately 610 percent. 

During the 10-vear period 1928-38, the average annual mortality 
rate among General Motor dealers was approximately 25 percent. 
A part of this was due to dealer cancellation and failure of the fac 
tory to renew franchises as a result of dealer’s refusal to use the 
financing facilities of GMAC. A part of it was due to dealers’ in 
ability to sell all cars shipped them by the factory. A part was due 
to other normal causes. 

The record at the trial in the criminal case showed that at the annual 
contract renewal meetings each dealer was given a quota of new 
passenger cars and trucks which he was expected to sell during the 
coming year. In determining a particular dealer’s quota the per 
centage of actual sales of his product, within the zone in which he 
operated, averaged over a 10-year period, was taken in its relation to 
total sales of all cars of the same price class during the same 10-year 
period. 

With respect to Chevrolet, for example, the total used was the 
total for Chevrolet, Plymouth and Ford. 

The resulting percentage was then applied to the dealer’s local 
market potential and became his minimum requirement for sales 
during the ensuing year. Hence, the dealer had little, if any, control 
over the number of cars and trucks designated as his annual quota. 
The total of all dealer quotas controlled the initial factory estimate 
of the number of cars to be manufactured during the year. 

Since the complex nature of mass production of cars made it im 
possible to manufacture cars only upon receipt of orders, it became 
necessary for the factory to guess as to how many cars it could sell. 
[f the factory estimate was wrong, the cars were manufactured in 
excess of orders from dealers over the entire 12-month period; the 
cars were shipped to the dealers anyway because the factory had 
storage facilities for 1 day’s production only. To move such cars 
dealers were forced to overallow on used car trade-ins. 

Under such a system a dealer’s investment and available capital was 
capable of being wiped out within a short time. During the period 
covered at the trial the dealers’ profit on the sale of new cars was fixed 
at approximately 25 percent of the retail sales price. 

There was dealer testimony to the effect that during periods of 
overproduct some dealers made a profit only on their service and 
repair departments and were forced to get along on service depart- 
ment profits alone to stay in business. The dealer, rather than the 
factory, was required to absorb losses resulting from failure by Gen- 
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Motors to gage correctly the number of cars the public would buy 
iny particular year. 

[hese abuses were imposed upon the dealers despite the fact that 

ler the terms of his written contract with General Motors, the 

ler was an independent contractor rather than an agent. 

Phere was a specific provision in those contracts which stated that 

ler no circumstances was the dealer to be considered either the agent 

the legal representative of the factory or of the General Motors 
~ iles ( ‘or p- 

The dealer, however, was subject to all the hazards of an independ- 
t contractor, such as the necessity for making a substantial invest 
ent in land, buildings, parts, signs, advertising and equipment, and 
) provide space for a service department and personnel, the payment 
f taxes of all kinds, including social security for employees. 

lhe dealer owned the cars at the time they left the factory. Never- 
ieless, as the evidence clearly demonstrated, the factory insisted 
pon and did control and supervise virtually all business operations 

the dealer without assuming any of the liabilities normally inei- 
lent to an agency relationship. In commenting upon this rather 
triking feature of the dealer-factory relationship, the court of 
ippeals, in affirming the convictions, said: 

These dealerships constitute independent economic units with an invested 
ipital owned by the dealers. The inevitable conclusion on this record is that 
iltthough General Motors Corp. and General Motors Sales Corp. have rejected 
he dealer-agency system, they seek nevertheless to control and supervise the 

iness operations of 15.000 independent dealer-purchasers. 

General Motors defended against the Government's case on the 
following grounds: that the cars involved were their own rather 

in the dealers’ cars, and they could not restrain trade in their own 

; that the four defendant companies were affiliated, complement- 
wy, aie noncompetitive companies engaged in the single enterprise 

‘manufacturing and selling cars and hence were legally impotent 

conspire to restrain their own commerce; that they were in effect 
i single trader and could do as they saw fit with their product; that 
even if they didn’t occupy the status of a single trader they had 

cht to dete rmine the financing medium used in order to protect the 
iwnufacturers’ good will in its product. They also insisted that the 
proof failed to show that dealer coercion was a company policy en- 
forced on a nationwide seale. All of these defenses were rejected by 
the courts, both by the trial court and by the court of appeals. 

In addition to main lines of defense offered by General Motors 
over the ¢ rovernment’s objection or by Government objection excluded 
were: First, the corporation offered proof that all dealers not called 
by the Government would testify that they had not been coerced. 
Chis was rejected, of course, on the ground that it was purely negative, 
ind it didn’t show similarity of circumstance. 

Second, they offered evidence or attempted to offer evidence to show 
the relative charges and practices of independent or outside discount 
companies. They were excluded, improperly so, because what charges 
were made by other companies had nothing to do with dealer coercion 
of the General Motors group; the question of how much the financing 

harge was was not at issue in the case. 

I would like to say here for the record that in presenting this state- 
ment I want to make it clear that the facts disclosed are confined 
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to the period involved in the litigation. Whether any other practices 
which formed the basis for the Government litigation in this field are 
present today is a matter upon which I have no current information. 

Senator Witty. As I get it, then, November 18, 1939, was the date 
when the decree was entered that you think, as far as you know, 
stopped all such practices ¢ 

Mr. Baupripce. The Ford and Chrysler decrees were entered 
November 15, 1938. The General Motors decree was entered on July 
Os, Loe 

Senator Winey. 19527 

Mr. Baupriper. Yes. 

Senator Winery. On November 16, 1939, after trial a general ve oar 
of guilty was returned against General Motors Corp. and three of i 
affiliate ul companie S. The individual defendants were ae qquitted. 
The judgment of conviction was sustained on appeal. The injunctive 
features of the Ford and Chrysler decrees thus became final. So 
if the general verdict of guilty was in 1939, I am trying to figure out 
just what this last statement of yours means. 

Mr. Batprincr. Senator, subsequent to the conclusion of the crim 
inal proceedings, the Government proceeded with its civil litigation 
against General Motors which was, of course, based upon the same 
charge of conspiracy, the same coercive practices, but. which sought 
divestiture relief from Gene ‘ral Motors. 

Senator Wiiey. Yes, but you stated that the criminal judgment 
established the facts of General Motors being guilty as charged, and 
that was November 18, 1939. Do you want to say that they carried 
on after 1939 in these practices, or do you want to say, In your judg- 
ment, that 1939 is the date that you think they stopped because the 
criminal decree was entered ? 

Mr. Bauprinver. I have no knowledge, Senator, of a continuation 
of coercive practice insofar as Ford and Chrysler are concerned after 
November 15, 1938, or November 16, whatever the date is. 

Senator Winey. How about General Motors? 

Mi. Barpriper. That case continued until July 28, 1952. 

Senator Wintry. That case continued, but didn’t vou say that the 
criminal cases were found guilty, as I read to you, on November 18 


1939 7 


5 


Mr. Batpriper. That is right. 

Senator Wirry. Now, do vou want to sav that the testimony shows 
that from that day on until 1952 General Motors continued? I think 
ve should get this clear. 

Mr. Barpriper. IT didn’t say that, Senator. T explained the reason 
why the General Motors civil litigation was delaved : One, we wanted 
toestablish the question of conspiracy in the criminal case: two, during 
the 4-year period of World War IT no cars were mane ictured for 
civilian use, and toot there was no opportunity if the company was 

disposed to coerce the dealer to use the financing facilities of 
GMAC. Approximately 2 years after the resumption of the manu- 
facture of cars by General Motors for civilian use. the Government 
made an investigation to determine whether coercive practices had 
continued, and as T testified. we found insufficient evidence of coercive 
practices during that. period to justify bringing the civil suit on for 
trial on a divestiture basis, provided we could settle it on an injunctive 
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pecause unless we could show widespread coere| 
sequent to the criminal decision, we didn’t think we coul 
drastic relief of divestiture. 

Senator Witey. Then the answer to my question is that on Novem 
1s, 1 after the entry of the criminal decree, that you are not 
fying ghis conduct continued 2 

Mir. Bacpripce. Tsay I have no knowledge with respect to Ford and 

rysler; and when the investigation was made on General Motors, 
t was made for the years 1946 10. the evidence, in our judgment, 
nsuflicient to justify divestiture relief. 

We found some evidence of coercion then, but not enough, in the 

nion of the Department, to justify the drastic remedy of divestiture, 
rence the case was se ttle d on the basis of the then injunctive relief 

effective against the Ford and Chrysler companies. 

Senator Lancer. Mr. Baldridge, you did testify as to what took 
e in isolated cases: is that right ? 

Mir. Bauprince. That is right. 

Senator Lancer. How many of those were there? 

\ir. Baupringer. I do not recall, Senator, at the moment: but it 

yas not widespre: ad in the sense that it would indicate that it was still 
ipany policy on a nationwide basis. 

Senator Witey. It would not indicate or would indicate? 

\ir. BatpripGe. Would not. 

Senator Writer. Would not; yes. 

I just wanted to get this clear. 

Mr. Nevitte. Mr. Baldridge, what were the Department's reasons 
for asking in the original complaint for divorcement between General 
Motors and its subsidiary, General Motors Accept: ince Corp. 

Mr. Batprmcr. Well, the relative economic position occupied by 

dealer as compared to that of the factory was such that the 
vhtest suggestion on the part of the factory would be effective in 

‘tting the dealer to use the financing facilities of GMAC; and hence, 

‘thought that the only effective way to end the coercion for all time 

is to divorce the factory from its affiliated finance company. 

Mir. Nevinte. Were such results accomplished by the decree ob- 

ned against General Motors? 

\ir. Batoripcr. We did not secure divestiture, nor did we find suf 

ent evidence of coercion after resumption of manufacture in 1946 

d 1947 to justify that type of relief; and when I say “to justify that 
type of relief,” I am talking about the type of relief that, in the De- 

rtment, and in the judgment of the Department, the courts would 
grant. 

During the time I worked on the case, and I still have the opinion, 

long as this is affihation between the factory and the finance com- 
pany, there will be coercion, although subtle. But it is not the type 
of coercion that is likely to convince a court that the drastic remedy 
of clivestiture is necessary. 

Bee when a dealer has his lifetime savings and all of the cash that 

» has invested in his dealership, he has to have cars to stay in busi- 
ness, and knowing that the factory can cancel him out for any and all 
reasons or giving some excuse that is not the real excuse, as happened 
many times during the introduction of testimony at the trial, the 
lightest, most subtle approach by the factory is frequently successful 
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in securing a dealer's cooperation; and as long as the dealer, under his 
contract with the factory, is an independent contractor, bearing all 
the hazards of independent contractorship rather than that of an 
agency, he should be permitted a free choice of finance companies 
because he owns the car at the time he finances the retail time-sales 
purchase by his customers. It is his business, it is his car, not the 
factory’s car. 

Mr. Neve. Mr. Baldridge, you distinguish between the necessary 
economic effect and the type of evidence that. under the law as it is 
presently interpreted, would be required to obtain divorcement / 

Mr. Bapringr. Yes. 

Mr. Nevitie._ You have mentioned the length of time it took to 
get 

Mr. Bauprivcr. I might add there that it is not a weakness in the 
existing antitrust laws that would prevent the Government, on the 
Lasis of what evidence they had in 1952, from securing divestiture 
rather than injunctive relief. It is merely a question of educating the 
courts, and we have not reached that point 1 yet in this type of situation. 

It is not that we need additional legislation to handle this type of 
thing. The Department or some of its lawyers, including myself, just 
have not sufficiently—I do not like to use the term “edue ate,” but we 
just have not made the type of showing that satisfies a court. 

Senator O’Manonry. Would it not be preferable, Mr. Baldridge, 
to say that the law is not sufficiently clear to enable the courts to reach 
the conelusion that you sought ¢ 

Mr. Batprincr. No, Senator; I think that the Sherman Act itself, the 
provisions of which are as broad as constitutional provisions, is suffi 
ciently to meet any restraint-of-trade situation that might develop in 
any industry. 

The act has been interpreted case by case, and over a period of time, 
you finally get the courts to decide that this practice, that practice, 
another practice, is or is not a violation, and having passsed the deter 
mination of the question of liability, then it is necessary to make sufhi 
cient showing to get the type of relief that vou desire. 

In this case we were successful only in getting injunctive relief 
rather than divestiture. 

Senator O'Manoney. Well, that is a matter for consideration after 
all the evidence before this committee is in as to what recommendation 
should be made about the clarification of the antitrust laws. 

The last session of Congress increased the criminal penalty, as you 
pointed out, from $5,000 to $50,000 because it felt that was necessary. 

There are other modifications of the law which I think would very 
well be adopted to make it more effective but that is irrelevant to the 
procedure which we have here. 

Mr. Baupriper. May I say just here, Senator, that just as a prac tic 
ing lawyer in that field, and one who has had 13 years’ experience in 
Government antitrust work, I think there are numerous procedural 
changes that would be helpful insofar as effective enforcement of the 
antitrust law was concerned. TIT was speaking only of the substantive 
law and its application to a set of facts of the type we have here. 


Mr. Nevirir. Do you have any suggestions for these procedural! 
changes, Mr. Baldridge? 
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Mr. Bavpringe. Well, some of them have already been made—not 
ide, but some of them have been suggested. May | ask whether that 
i general question ¢ 
Mr. Nevirte. A general question. 

Mr. Baupripce. Yes. 

Well, of course, I am in favor of repealing the Miller-Tydings 
uendment to the Sherman Act, which is a pure price-fixing law, 1s 
| exception to the statute, which otherwise permits equal opportunity 

jong cmmpe titors if enforced: and this is an exception carved out of 

‘law which results in the payment, I-think, of higher prices by the 
sumer, 

Mr. Nevirir. Mr. Baldridge, | was directing my question to the 
rocedural changes that you said might assist in. reducing the time of 
irying on a case of this type, such as rule 26. 

Would you care to make any comment on the procedural side ? 

Mr. Baupripcr. Well, there again the rules were adequate at the 
ie we attempted to stop the excessive discovery, or what we thought 
is the excessive discovery procedure by General Motors, but the ap- 

cation of the rules was discretionary with the trial court, and the 

trial court did not see it our way. 

In the taking of these depositions, as I indicated, more than 400 
ere taken. We tried to either put a limit on the number that was to 
« taken or to get the trial court court to indicate some practical time- 
iving procedure for their taking. 

For example, one would be scheduled for Indianapolis when six 
alers were to be interviewed there, and then they would jump us to 

Portland, Oreg., and then over to Atlanta, Ga., and then over to 
Indianapolis to take a couple of more. 

Senator O'Manoney. Well, if I understand the recommendation, 
is that the Federal Rules of Procedure should be so ordered as to 
revent dilatory proceedings by a defendant in criminal or civil cases. 
Mr. Bauprwer. That is correct: and I think that the rules that 
existed at the time we made the application with the district court 

‘re adequate to take care of this particular situation. But. since the 
iestion of limiting the depositions or requiring that they be taken in 
ore orderly fashion was discretionary with the trial court, and I 
hink it should be discretionary with the trial court, the court did not 

see it our way, and we had to go through the whole procedure, which 
ook about 4 years. 

Senator Witey. Well, is it not discretionary with the trial court 
nder the present rules 4 

Mr. Bavpripce. Yes; it is, Senator. 

Senator Winery. In other words, you want to take the discretion 
iway from the court ? 

Mr. Batpriver. No: I do not. 

Senator Witry. And put it in the hands of the prosecutor / 

Mr. Batpripce. No; I just said that the rules provide that such 
ction is discretionary, and I think properly it should be discretionary. 

Senator Winey. May I interrupt / 

Mr. Nevitte. Yes, Senator. 

Senator Witey. The court found in every instance, I suppose there 
was not any spec ial verdict used—you do not vse that generally in 

Federal courts ? 





SOAS | ; F THE ANTITRUST LAWS 
Mr. Banpripcr. It was a general verdict of guilty that was returne 
Senator Wi trey. Well, L have practiced where I have had the Fed 

eral judge make special findings in the Federal court, following t 

procedure in the State court, but L presume all these things you ha 

idl are established as facts / 

Mi. Banpripgcr. That is right. 

Senator Winery. Yes. There is not any question, I think, 
listening to you today, that those facts establish a violation of 
law / 

Mir. Bauprivgr. The court so held in that ease. 

Senator Winey. What is that? 

Mir. Barprivcr. The court so held in that ease. 

Senator Winey. Yes; 1 do not think there is any question about that, 
but the point Iam getting at is this: After your statement in answer 


t 


to counsel’s question that there should be divestiture here, you felt 
there should have been / 

Mr. Banpriper. Felt then and still do 

Senator Winey. Yes. 

Now then, assuming’ that that is the case, you base that upon not 
only these facts, but because of the peculiar general overall situation, 
three great poepomee operating in practically a monopoly field; is 
that what vou mean 4 

Mr. BALpripce. es [ base it on the fact that the dealer under his 
contract is an inde ‘pe ndent contractor, and he is treated as an agent 
and as long as, and in view of the vast difference in the position and 
that of the company under which his livelihood depends—namely. 
the factory the shiehtest hint by the factory is really u type of 


Coercion, 


[f he actually were an independent contractor and treated as such, 
the slight hints by the factory would not have any effect upon his de 
sion as to which finance company he would use. 


But as long as the factory owns the finance company or has a 
affiliation with it, and the dealer is treated as an agent rather than 
an independent candi icter, why, rather subtle forms of coercion are 
as effective as more harsh forms such as form the basis of the evidence 
of the criminal case at South Bend. 

Senator Winey. Well, I assumed that was your reason but I am 
going on to the next question. 

The next question is: In the economic life of today, would you say 
that. the producer of commodities, whether automobiles or anything 
else, could not assist in the financing, or would you attempt to modify 
the law so that a manufacturer of automobiles, or any other commod- 
itv like that, cannot finance its own product? 

Mr. Barpriver. Well, based on my 15 years’ experience with the 
Department of Justice in the Antitrust Division, Senator, I cannot 
remember a single instance in which we investigated a company that 
was not only large but vertically and horizontally integrated that was 
ane violating the antitrust laws in one or more respects. 

nator Winery. Well then, would you draw the conclusion that 
vou “‘aaaka by statute make it so that the manufacturers of this 
country could not sell their own products through their own economic 
methods, and so forth? That is simply a question that I am serious 
about. Ido not have any question about the violation, after what you 
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but there is not anv evidence to 
ou sav in a few isolated inmstan 
the law so that companies 
i nnot enter into the financing of their produ 
ALDRIDGE. No: I don’t think I would go that far. 
Wirtry. Tow would vou draw a statute then? The statute 
adequate, was it not? You found them guilty. The only 
ay it was not adequate in, in that the court would not orant 
Is that correct ? 
ppripGeE. We never asked the court. In our judgment the 
vould not have eranted it if we had asked it because we could 
how 2 consistent pattern of coercion after the eriminal conviction 
it was a matter of judgement on behalf of the lawvers in the Depart- 
t of Justice. 

Senator Wirey. Well then, back to the original question: Would 
change the law so that as a matter of our economic proce edures in 
country the manufacturers could not finance the sale of their own 

oducts ¢ 

Mr. Batpripncr. No, I don’t think you can put a straitjacket on any 
strvy by legislation. We have an admirable act in the Sherman 

f thev don’t amend it to the point where too many groups are 
epted from its operation. It is broad enough to reach any situa- 
and I think each situation should be determined as has been the 

e since the Sherman Act in 1 890, by a ease by case basis. 

Senator Witry. On the facts? 

Mr. Batpriper. That is right. Every time you attempt to definitely 

an act in the regulatory economic field, with any specificity, you 

ito more difficulty than vou do if you operate under as broad a 

itute as the Sherman Act which is as broad as a constitutional pro- 

on, and you can make the interpretation based upon the particular 
cts that vou are dealing with at the time. 

Senator Witry. I thank yeu very much. With that statement I 


nator Lancer. You and I discussed this matter, you will remem- 
shortly : ifter this decision came out. 
Mr. Batpriper. Yes, sir. 
nator Lancer. You remember I put in a bill asking for a penalty 
up to $1 million for violation of the antitrust law and 25 years in 
penitentiary. Do you remember that? 


\iv. Baupriver. I don’t recall the exact terms. But I know that 
ha bill was offered. 
Senator Lancer. The Department would not go along with me on 
bill: would they? The Attorn ey General refused to endorse it. 
e committee refused to report it out. Do you recollect that? 
Mr. Batprivee. I recall that you did introduce a bill with some 
ther drastic penalties attached. 
Senator Lancer. Of course it was a job to fine anybody $5,000 
is It not ? 
Mr. Baupriver. That is correct. It still is, depending upen the 
s and the type and nature of the abuse and how much they profited 
vit. A penalty of $5,000 is, generally for a company of any size, 
nerely a license to ontinue to violate the law. The De ‘_partme nt did, 
| believe, in 1940 introduce a bill which provided for putting some 
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teeth in the civil side of the docket. We have been criticized fo) 
using too many indictments. And people who had criticized us most 
for using the criminal side of the docket were most active in prevent 

ing the bill, which would put teeth in the civil side of the docket, from 
even coming out of the committee. We never got out of the committe 
with it. It was ina Senate committee. 

Senator O'Manoney. | might remark, Senator Langer, that some of 
the defendants in antitrust procedures would think no more of paying 
a $5,000 fee than they would of making a $5,000 political contribution 
to prevent vour election to the Senate, 

Senator Langer. I think that is right. 

The thing that distresses me about this matter is that vou mel 
tioned politics a little while ago. Under the Democrats you had 
John J. Raskob, head of General Motors, as a Democratic National 
Committee man. At the present time you have Charles Wilson. | 
that not about the situation ? 

Mr. Batprincr. Those are the objective facts. 

Senator O’Manoney. Proceed. 

Mr. Nevitie. In your testimony you have referred to the practice 
of the dealer reporting to the factor y. 

Mr. Baupripner. I did. 

Mr. Nevitie. Did the consent decree obtained against General 
Motors and GMAC change these actual reporting practices ? 

Mr. Bavprivcr. The decrees entered against Ford and Chrysler 
enjoined most of the practices that formed the basis for the Govern 
ment’s charge of illegal conduct in the indictments filed in the civil 
suits which were substituted for the indictments in the Ford and 
Chrysler case, 

Mr. Nevitie. Let me rephrase that question in the interest of time. 

Ido vou know whether it is still the practice of General Motors and 
(yeneral Motors Accept: ince © orp. to require the type ot reporting 
procedure to the factory by the dealer that you referred to in your 
earlier testimony ? 

Mr. Bauoriner. I do not know what the practice is at the present 
time. 

Mr. Nevitie. Assuming it is the same, did we understand you to 
Say that that was a type of subtle coercion ? 

Mr. Baupripcr. Yes. Cert: untly it is a system of surveillance that 
keeps the dealer constantly on notice that the factor y is aware of his 
dealings with outside discount companies. 

Mr. Nevinie. You have mentioned, Mr. Baldridge, the so- — 
loss reserve plan instituted by the GM Corp.. I believe you said i 
about 1925. 

Mr. Batpripgr. Yes. 

Mr. Nevitie. Do you know the percentage of loss, as compared to 
the amount of loss reserve for any period of time? 

Mr. Baupriver. I can’t give you the exact figures, but as I indicated 
in my testimony, the figure for the reserve was set to accommodate a 
subnormal dealer so that for the average dealer and for the extraor 
dinary dealer, the so-called dealers’ reserve constituted a profit, and 
of course an unearned profit which was paid for by the car-buying 
public, and as I indicated, it eventually got to the point where it was 
20 percent of the total finance cost on new cars sold on the retail time 
basis and 30 percent on used ears. 
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Mr. Nevitie. Are you familiar with the borrowing ratio of debt to 

pital engaged in by GM Acceptance Corp. ¢ 

Vir. Batpriper. No, L am not. 

senator O’Manoney. May I interrupt you 4 

Mir. Nevintitr. Yes, si 

Senator O’Manonety. Mr. Baldridge, will you turn to page 11 of 
statement / 

Mr. Baupripcr. Yes. 

Senator O’Mantoney. The first paragraph: 

wulers are required to give a blanket power of attorney authorizing a 

tory representative to sign GMAC documents on their behalf. 

hat is your statement / 

\ir. BALpRIDGE. Yes. 

Senator O’Manrtoney. Do you mean by that that dealers who had 
eady obtained title to the car were required to give this power of 

itorney to a factory representative / 

Mr. Baupripgr. No; the power of attorney was given to the factory 

hen a dealer was given a franchise, and it was constantly and con- 

iuously in the factory’s hands. And whenever they wanted to send 

e dealer cars, whe ther he had orderd them or not, the “v could exer- 

se this power of attorney and sign the finance papers for and on 

ehalf of the dealers and ship him the ears. 

Senator O'Manoney. So that the original contract, by which a 
suler Was set up In business to sell General Motors cars, or whatever 
ike they might be, his contract contained a written power of attorney 
the factory representative of General Motors, whatever division, 

to sign these documents without consultation with the dealer or with- 
it his permission ? 

Mr. Baupringe. No, no. So far as the evidence showed, I don’t 
think, Senator, that this power of attorney was something that was 
required under the written terms of the franchise contract between 

dealer and the factory, but there is always 

Senator O’Manoney. | misunderstood you then. 

Mr. Batpringe. There is always a series of conversations between 

e dealer and the factory representative before a dealership is given 

part icular dealer. 

Senator O’Manonry. I am trying to determine 

Mr. Batpringe. This was a requirement. This was a requirement. 

Senator O'Manonety. In what form was that requirement laid upon 

‘ dealer? 

Mr. BALpripcr. Well, it was oral conversation. 

Senator O’Manoney. It was not in the contract then? 

Mr. Batpringr. It was not; no. 

Senator O’Manoney. Did you have evidence ? 

Mr. Batpripce. The dealer had to give written authorization and 
Hid. 

Senator OManonry. What was the form of that written power o 
ittorney ¢ 

Mr. Bautpripce. It was Just a blanket power of attorney authorizing 

re oh one itive at the factory to sign documents, GM. AC documents, 

behalf of the dealer. These documents consisted of a bill of |; ding 
from the factory, a trust receipt and a promissory note, and when the 
epresentative at the factory executed them, title to the car passed to 

GMAC, after which it was shipped to the dealer. 
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this provided a convenient met! hod 4 
aan of attorney was executed pursua 
ler but it was subject to abuse and w 
tory representative filled in the pow 
nota dean had mailed in an order and th 
‘requently, most frequently in cases where the motor sale 
attempting to force the dealers’ use of GMAC financing 


rO’Manonry. Did you have evidence of that 4 
pripcgk. We did 
tr’ Maroney. Wasthat one eon wei findings of the cour' d 
* Baupripcre. Well. we vot a veneral verdict of aull Ity. It is rathe 
ilt to determine just what 

Senator O'Manionry. That is true. But there was evidence to th 
effect in the trial ? 

Mir. Banpringre. Yes. indeed, there was. 

Senator O'Manonry. Therefore, did it follow, or did it not, that 
the independent entrepreneur, to use the word of the economists, 
namely the local dealer, Wis actually compelled to borrow his money 
from GMAC 4 

Mr. BauprepGe. That is right. 

Senator O'Manoney. Then in the second following paragraph, t 
last sentence reads: 


Dealers refusing to use the facilities of GMAC were canceled. 


Mr. Bauprincr. Yes. 

Senator OManionry. Did you have evidence to that etfect 

Mr. Bautpringe. Yes, we did. We had dealers’ testimony. I think 
ve had 48 dealers from 18 States that testified to conditions existing 
nsofar as their dealership was coneerned and in their relationships 
with the factory covering the period 1919 to 1938 

In addition to this, of course, we had the admissions of the officers 
as well as ex-oflicers and ex-dealers of the GM organization. 

Senator OM MAHONEY. You believe, then, that when you were prose 
cuting this case, that the dealer being an independent contractor, a 
cording e to the document which he received from General Motors, was 
being treated nevertheless as though he were not an independent. con 
tractor, but an agent of the company capable of being relieved of his 
position as agent on short notice and without cause. 

Mr. Baupringr. That is correct. The dealer was subject to all lia- 
bilities of independent contractorship and none of the benefits. Fle 
was treated as an agent, although under the terms, the specific terms 
of his contract, he was an independent contractor. 

Senator O’Mauonry. Did any questions arise in the arguments of 
the case with respect to the facts which you have stated here that these 

ealers were in fact. themselves also the owners of their own plant, 
with their own private capital 4 

Mr. Baupringe. No, no. 

Senator OManoney. No arguments / 

Mr. Bauprincge. No argument there. There were a few instances 
in Which General Motors Holding Corp., which was a subsidiary of 
General Motors, owned a majority stock interest in the dealership. 
But that type of situation was isolated and casual and not the general 
rule. 97 or 98 percent of the dealerships, that is, 97 or 98 percent 
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t of the factory. 


Is questiol 
ead tira 
es, and hn 
owl service Taciilt q 
senator YNEATIONI ¥. 1 other words, these local dealers are inde- 
ent local enterprise 
Bantpripce. That is correct. 
ator O'Manoney. On the same page 11, in the last 


1e paragraph, 
said ; 


» factory transferred title to the cars to GMAC at the factory. The «de 
thus forced to make financing arrangements with GMAC 
low hom were the cars delivered. cle cording to your evidence / 
Mr. BaLtprince. Well, they of course eventually were delivered to 
dealer , 
nator O'Manonery. But when? That is what I 
out. 
\Ir. Bautpriner. After . or had secured title to the cars from 
fac tory from the sales agent of GM C orp. which at that time was 
‘(yeneral Motors Sales C ak .. also 100-percent-owned subsidiary of 
er: al peo and a defendant in the case. 
*OManonry. Would it be proper to infer that a delivery 
ae to the dealer at the factory after title had been conveyed 
GMAC? 
\Ir BALDRIDGE. Well, the dealer ? got possession of the ear on de 
ery: title, of course, for security reasons remained in GMAC but 
factory was paid cash and insisted on payment for cash at the 
tory before any car was shipped. That is the universal practice. 
Senator O’Mationry. ore did the evidence show: that the de- 
was made to GMAC or to the dealer? 


\ir. Baupringe. The de ees ‘ry of title papers was made to GMAC, 


physical car was delive red to the dealer. 
Senator O’Manonry. P recisely what I wanted to find out. In other 
ords, the GMAC received the title. but the dealer received the car. 
Mr. Batpriper. That isright. All he had was possession and equity 
interest that he hoped to pay off when he sold the car to a re “igor 
e-sales purchaser, and the paper was bought either by GMAC 


nde ‘pen ident discount company, at which time he was re a 
the full amount, less the finance charge. 


Senator O’Manonery. If such practices exist now, 

it they were against the law? 

Mr. Barpriner. Yes, indeed. They have been adjudicated as viola- 
s of the Sherman Act by the courts as a result of this litigation. 
Senator O’Marronry. Well, as I understand your testimony, Gen- 

i Motors, in finally accepting the consent decree, still contended 

it it was not violating the law: is that right? 

Mr. Baden All companies do that, Senator. When they enter 
oa consent decree the ‘re is a formal paragraph beginning, “Without 

mitting any liability,” and so forth, “for the purpose of convenience, 
ve expense, “and so on, “we hereby enter into the following decree, 

h provides as follows.” 


am trying to 


would you say 


‘ 12 
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Senator O’Manonety. As a former chief prosecuting officer, or tria 
attorney, for the Antitrust Division, what do you think of such consent 
decrees as to the protection of the public interest ¢ 

Mr. Bavpripcr. By and large, | don’t think they are too effective. 

Senator O'Manoney. If we assume that the desire of the people o 
the United States is to maintain what we call the American way of 
life—by which we mean, of course, competition—then would you fee! 
that Congress would do well to provide some manner of strengthening 
these consent decrees / 

Mr. Baupripce. Yes. [am not sure that I could suggest any specif 
principles on which they might be strengthened. They are a result 
of bargaining bet ween defense counsel and the Government. It is give 
and take. 

Senator O’Manonery. The trouble with that, it seems to me, is that 

allows the defendant against whom the chief prosecuting department 
a the Federal Government, after investigation and close consideration, 
has brought an antitrust proceeding, to bargain as to whether or not 
the company, the defendant, was actually guilty, and then to accept a 
consent decree, which in its very opening: ‘words, practically, denies any 
violation of the law, but it implies that signing the decree or accepting 
the decree is merely to avoid an annoyance. That is not in the public 
interest, it would seem to me. 

Mr. Bauorince. The real purpose, 1 think, Senator, of that type of 
so-called standard or boiler plate division in the decrees 

Senator OManoney. Boiler plate, did you say ? 

Mr. Bavoriper. That is right, in the sense that it is all of them. 
The real purpose of putting that provision in the decree is to avoid, 
insofar as the departments are concerned, the use of the Government 
decree as conclusive of the question of conspiracy in private treble 
damage suits that might later be filed against the same company foi 
damages alleged to have resulted from the practices of which the 
(Government complained, or the indictment, as the case might be; 
alleged violations of the Sherman Act. 

And most companies are more fearful of the economic consequences 
of a treble-damage suit, which really hits them in the pocketbook, 
because there is no limit to the amount except the evidence, and that 
is arithmetically trebled. They are much more fearful of that than 
they are a $5,000 fine, if they happen to be convicted in a Government 
suit on the criminal side of the docket. 

Senator O’Manoney. Then would it not be much more effective if 

the Department of Justice, instead of entering into a consent decree 
containing such a conclusion, would insist upon a decree which did not 
allow that exemption, and allow the defendant against whom the 
Department of Justice is proceeding to make its choice between a 
treble-damage proceeding and the decree’ 

Mr. Batpripér. I think so. 

Senator O'Mauonry. Here we have a case where the Federal courts. 
up to the Supreme Court, upheld a verdict of guilty against the 
ilefendant. 

Mr. Batpriner. That is correct. 

Senator O’Manoney. That was the verdict in the criminal court. 
And then the Department of Justice consented to sign a consent 
decree which allowed the defendant, who had been found guilty by 
all the courts of the land, to escape another law of Congress designed 
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r the purpose of preventing monopoly by making the defendant in 
wh a ease liable for treble damages. 

Mir. Batpripcr. No, Senator, that isn’t the situation in this ease. 

Senator O'Manonry. Lam not talking about this case; I am talking 

out any case. We will get to this case later on. 

Mr. Bavpriner. I think in fairness—I think you were using that 
ise as illustrative 

Senator O'Manoney. I deliberately said “a defendant” and not 
(yeneral Motors. 

Mr. Bavprinér. All right. I agree with you. 

Senator OManoney. You agree with me? 

Mr. Batpripgre. But in this case we did have an adjudication of this 

ne of conduct. The courts found it a violation of the law on the 
riminal side of the docket. And there were a number of treble- 
lumage cases brought by dealers at the conclusion of the Government 

se for treble damages. 

Senator O'Manoney. [ know what you are going to say. You are 
voing to point out that you have to go on with the civil ease for at- 
empted enforcement, and for the divestiture, which you fin ally decided 
toabandon in the very consent decree. 

Mr. Baupriner. That is correct. We did so because in our judgment 

ere Was insuflicient proof to justify that type of decree. 

Senator O’Manoney. I understand. Insufficient proof, let us say, 
he evidence of which to the satisfaction of the courts show that duress 
nd coercion were applied to the dealers. 

Mr. Banprincr. | might say this, Senator 

Senator O’Mantonry. Am I right? 

Mr. Batprivper. You are correct. If the civil suit had been dis- 

osed of within a period of a year or two after the conclusion of the 

riminal case, then | don’t think there would have been any question 
but what the diconinade relief would have been amply justified, and 

»might have been successful. 

Senator O’'Manoney. But circumstances which existed at that time 

lowed time to elapse, so that you had to make a different judgment. 

Now, would it not be possible to conceive of legislation which wer | 
protect the public against the loss of a judgment in its favor by the 
lilatory processes of a defendant, or by other circumstances? 

Mr. Batpriper. | think so. But I want to point out here that a part 
of the delay in the civil case here was the Government’s, and a part of it 
vas the defendant's. And T have attempted here to point out the 
reasons why we delayed. The Government staff is limited, noe 
f what the general public may think. And after going through 

ngthy trial on the criminal side of the docket, it didn’t make sense 
idministr atively to try another case on the same facts on the civil side 

‘f the docket to determine whether or not that type of conduct consti- 
tuted a violation of the Sherman met! So we awaited a determination 
‘f that question on appeal in the criminal case before proceeding with 
he civil case. And by that time World War IT had intervened and 
o cars were being manufactured, and it was impossible to get along 

ith a lawsuit. 

Senator O’Manoney. Of course, I know that the Antitrust Division 
of the Department of Justice, like every other department, is de- 
pendent upon the appropriation allowed by Congress to hire its staff 
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it have a sufficient statl. vou « 


pubhie interest is to be protects 
. to continue to proclaim that we : 
‘ we don’t believe in restraint of trad 
ne from the very 1 ips of the leaders of indust1 
eems to me there is no excuse for failin: 
lh: hen ttea courts nor the Department « 
ive defendants in an antitrust proceeding may 
y are up against. 
ick. I aeree. N ‘as your clarification does not cre: 
c pond tion ¥ pc would ak it S application too inflexible. 
itor OMa ey. Well, that. of course, I think, might be easil 
overcome. All [ am Ss esiantiiba out is. because we have not successfully 
enforced the antitrust laws over the vears, we have seen the steady 
( of merger after merger, and the steady growth of concen 
trated industrial power which has expanded all over the Federa 
Union. to such an extent that probab ly L150 corporations now have 
] 
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creater assets than all the States in the Union, with the possible excep 
tion of New York—they have more financial power, they have the size 
and the power which, if they are willing to use it for the abuses tha 
were set forth in this case, enables them to make competition practi 
cally impossible against them. And in the motor industry we hav 
seen that competition has declined. There was a time when there 
were 25 corporations mat ufacturing automobiles in the United States 
At the beginning of this decade there were probably % or 10 auto 
nobile companies engaged in the manufacture. ‘Ten years ago thei 
were nine. Now there are six. The decline is steady. 

Now, this is national business, interstate and foreign commerce. 

It still goes on, this steady concentration, in the face of almost 
unanimous declarations of our industrial and financial leaders that 
they roars in the antitrust laws and in the preservation of the Ameri- 
ean wav of life and competition. 

Mr. ia pripce. Their idea, Senator, of what constitutes free enter- 
prise is their own definition rather oe the statutory definition unde: 
which the Government operates ; and I quite agree with you that i 
spite of the existence * the antitrust laws and their apparent enforce- 
ment over a period of 50, 60 years, the trend toward concentration of 
econo mic powe r seems to « ‘continue uh abated. 

I think this much should be said in favor of the Government. With 
what facilities the Government has had, the enforcement of the anti- 

aws, I think. has had a negative effect, at least, if not a positive 
effect, upon maintaining free enterprise within limits; at least it has 
prevented, perhaps, more concentration that would have occurred 
without it. 

Senator O’Manonry. Partially successful, vou say. 

Mr. Nevintie. Mr. Chairman, may I have your indulgence? T have 
about two more questions. ; 

Senator Lancer. I 1 ga | like to ask one before you do. 

Mr. Nevitte. Yes, s 

Senator LANGER. ae in this matter of a consent decree, it is true, 
is it not, that the Government allows these consent decrees on the theory 
that if they violate them afterward they can bring up the defendant for 
contempt of court: isthat right 4 





Senutol LuAd | k ) yf a ase ot 


contempt 


brought * 
\ir. BaLprincr. Yes. 
Senator Lancer. How many would you say / 
\ir. Batpripcr. Very few in 
ered, 
Senator Lancer. What was that / 
Mr. Batpripcr. Very few 
tered. 

mator Lancer. Very few. 
“hat has happened in those few that have been brought ? 

B ALDRIIM KE. \W ell, | rer all there are so few if is hard to recall 

‘all one in the movie industry in Chicago in 1941 or 1942, which 
successful: another one in Los Angeles, but they are very few, and 
ere are practical reasons for that, I] think, Senator. 
(one reason 1s poy pe hana 


comparison to the number of clecrees 


in comparison to the number of decrees 


does not have enough staff to con- 

rally develop au new progra 1 of antitrust, and police the decrees 

Well, that is vc situation that is unfortunate, ng it is 

cuess, to enter a decree unless you are going pe it 

the extent to determime whether or not it is being om up t 

With the limited staff facilities that the Government has, it cannot 
tinue to look into current requests to investigate alleged \ salaticsia 

| continue a program - current enforcement, and still police the 

omie conditions and pre etices inl idustries 


and against companies 
oure subject to 


iJunctive pro site of antitrust decrees. 


Senator LANGER. 4 Shai like fo nh ike a comment, Mr. ( rman. 


tare chairman of the Patents Conmittee. 
Senator OManoney. That is right. 
enator Lancer. We vel the 


_ same Story there: not enough money, 
But here you have 48 district attorne VS, and you have 

ted States marshals, and vou have deputy United States attorneys, 

ldeputy [ nited States marshals. 

Mr. BaLprincre. You cannot use them 

Senator LANGER. 

partment. 

Mr. BALpRriner. 


You have a large force over there: you were in the 
You cannot use them. Senator. 
SA specialized field, and they 
d civil cases in the district. 


for antitrust cases 

are busy with the routine criminal 

They do not have the statt nor the time. 

Senator Lancer. How long would it take a deputy sheriff to find 
whether or not a dealer had signed a certain kind of contract, or a 
ted States attorney to call in 3 or 4 dealers and ask them ? 

Mr. Batprince. Well, the violations are sometimes rather subtle, 
ator, and I do not think a person who had had no experience in the 

il would recognize them mavbe if thev existed. That 
difficulty a deputy sheriff would have. 

Senator Lancer. Well, now, vou understand 
( ussed this hefore — 

Mr. Baupriner. That is right. 

Senator Lancer. You and I agree on it. 

Mr. Batprince. That. is right. 


Senator Lancer. T think vou did a good job when you were over 


ere in enforcing the antitrust statutes, and I have told you that 
efore, 


would be 


, you and I-—we have 
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Mr. Batoriper. Thank you. 

Senator Lancer. But this continual alibi that they give for not 
having money enough, Mr. Chairman, is sometimes sickening. 

| mites not tell vou because you have had a world of experier 
au ring the many, many years you have been in the Senate. 

natol O’Manonry. I know. 

Senator LANGeR. No matter how you do it, no matter who you bring 
up, they tell vou, “We have not money enough or the personnel.” 

I think, for example, if the chairman had been Attorney Gener 
of the United States about that time, we would have votten some rea 
action in the enforcement of the antitrust statutes. 

Senator OManoney. Well, you compliment me, Senator. But | 
still believe that without some clarification in the law which would 
make the violations clear to the deputy sheriff as well as to the courts, 
success would not have attended n iye forts. 

| think we do need laws to strengthen civil enforcement and cis 
contempt. 

The truth of the matter is that in a civil proceeding a court is 
rather reluctant, is it not, to impose any contempt pe nalty upon ial 
officer of a company who is really an employee, although the company 
and the employee have both participated in violating the decree ¢ 

Mr. Baupripce. That is correct: and I would like to say this, if | 
May, Mr. Chairman: You are speaking of a possibility of tightening 
the antitrust laws and m: iking a definition more clear in order to do a 
more effective job of enforcement. 

I think on the monopoly question, as long as the indicia of manne) \ 
is percentage occupation of total market, the problem will ney 
he solved. 

It is power to control and power to exclude competition, regardles 
of percentage occupation of total market, that are the real indic 
of monopoly, and until those two points can be reached, I do 

think the MOnoyp. rly problei 1 will ever be solved. 

Senator OMaioney. Well, 1 think that is a good point. 

Senator Lancer. Mr. Chairman, may 1, most respectfully, disagree 
with the distinguished witness, but you and I saw the spectacle of thi 
dairy monopoly, In 1 day 1 concern bought up every dairy in Nort! 
Dakota, South Dakota, and Minnesota—in 1 day. Every big dairy 
industry that was there was bought up, and they promptly raised 
the pl ice of ice Cream. 

It seemed to me that instead of that man being appointed ambassa 
dor, the way he was, he ought to have been put in a penitentiary. | 
expressed my views on the floor upon that occasion, and I have not 
( hanged them in the least. 

To think in this country of free enterprise that 1 concern could 

step into 3 States, and in I day buy up the leading dairy concerns in 
those 3 States, is something that ought not to be permitted by the laws 

I think the present was was adequate, and that somebody was remis- 
in his duty rt not enforcing the antitrust law at that time. I said so 
upon the Senate floor. 

Senator OManoney. | know you did. 

Are there any other questions of this witness ? 

Mr. Nevitir. I would like to conclude with just one question, Mr. 
(Chairman. 

Senator OManoney. Very good, Mr. Neville. 
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Mr. Nevitte. Mr. Baldridge, assuming that GMAC is able to do 
bout three times the volume of business on each dollar of equity 
pital than it is possible for an independent finance company—and 
would ask you to assume that in answering the question—would you 
iy that under such a situation GMAC has a substantial competitive 
dvantage over the other finance companies in the field / 
Mr. Bauprincr. It does even in the absence of coercive practices. 
Mr. Nevittr. Well, then, would it not be possible, that being the 
se, for GMAC, among other things, to charge less for its services 4 
Mr. Batpripcr. Where you have a guaranteed market, as GMAC 
d for a number of years, with no cost, relatively no cost, of acquisi- 
m, they obviously can sell the financing service at a lower rate than 
meone who has to incur the costs of acquisition; they had a guaran 
ed market as long as this coercion existed. 
oe NevintLe. Well, then, the only limitation on General Motors 
ceptance Corp. would be its own decision as to how much of the 
irket it desired, plus the availability of capital. 
Mr. Batpriper. I think that would be correct. 
Mr. Nevins. That is all I have, Mr. Chairman. 
Do you have any questions ¢ 
Senator O'Manonry. Mr. Burns, I understand the witness who was 
sked to appear this morning has to catch a plane. 
Mr. Burns. Yes, Mr. Reginald J. Holzer. 
Senator O’MAaHoNnrey. How long will it take to hear his testimony ¢ 
Mr. Nevitie. We can do it very briefly, Mr. Chairman. Asa matter 
f fact, they have statements, and it might be, under the circumstances. 
iat they might just like to insert the statements in the record. 
Senator O'Manoney. Mr. Baldridge, the committee is very grate- 
| to you for your presentation. 
Mr. Baupriner. Thank you. Iam h: appy to be here. 
Senator O"Manonry. We understand it was a substantial contribu 
on for you to come from Chicago and your business to make this 
resentation of the background of the cases mentioned in your testi- 
ony. Weare very gr: ateful to you, sir. 
Mr. Nevinie. Thank you, Mr. Baldridge. 
Senator O’Manoney. You are now excused. 
(The following letter was submitted for the record :) 
STIEFEL, GREENBERG, BURNS & BALDRIDGE, 
Chicago 2, Ill., December 8, 1955. 
H JOSEPH C, O’ MAHONEY, 
United States Senate, 
Washington, D. C. 
DrAR SENATOR O’ MAHONEY: During my testimony on November 28, 1955, before 
e Senate Subcommittee Investigating Monopoly, you inquired as to the need 
amendment of the antitrust laws with the end in view of making their 
forcement more effective. 
There is one suggestion in particular that I would like to make to the subcom- 
ttee on this subject. In my 13 years in the Antitrust Division, the most diffi- 
ilt problem confronting the Department of Justice was that of securing evidence 
agreement or conspiracy among units of industry. The American business 
mmunity became acutely aware of the antitrust laws in the late 1930's, as a 
esult of the studies conducted by the Temporary National Economic Committee 
which you were Chairman, as well as the then vigorous enforcement of the 
trust laws by the Department of Justice under Thurman Arnold. 
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this activity was the adoption by many of the la 
erprises of methods of keeping records of business transactions whik 


pable of ascertainment either by file searches or through a gra 
jury subpena. Lawyers were employed by industry to check the minutes 
directors meetings and correspondence among competing companies so us 
Climinate any statements that might raise an inference of agreement. Matt: 
of this nature were reserved for oral discussion only, either by personal meetinz 
or by telephone calls. The result was that file searches or grand jury subpei 
produced little information concerning agreements among competitors to 
strict production, divide territory and customers, to fix prices, or otherwise 
restrain or monopolize trade 

Two criminal cases are illustrative. In both there was a simultaneous yn 
increase on the same day by all producers of the products involved. In one ea 
the only information available to the Department was the fact that an industi 
wide meeting was held in the Yale Club at New York 3 days before the industry- 
wide price increase was made effective. The Department subpenaed the ba 

hecks at the Yale Club for that day to determine who attended the meeting 
This was the only evidence of conspiracy or agreement available. 

In the other case the records of the long-distance telephone calls of the se 
tary of the association of which the industry units were members were subpenaed 
Chese records showed that the secretary had made calls to every member of the 
issociation during a 3-day period prior to the simultaneous industrywide pric 
increase. This was the only available evidence of agreement or conspiracy. In 
both cases the defendants entered pleas of nolo contendere and fines were imposed 
Had these cases gone to trial it might have been extremely difficult to convince 
either a court or a jury that such evidence was sufficient to prove agreement 
COnSplLracy 

In addition, compliance with grand-jury subpenas is subject to interpretatio 
by company counsel, and hence initial compliance becomes a matter of the 
judgment. Of course, resort can always be had to the courts in an attempt 
force fuller compliance but this frequently is unproductive and is time-consumi: 

To remedy this situation I would recommend, as I have on several occasions 
in the past, that the Department of Justice be given the power to issue adminis 
trative subpenas similar to that now possessed by the Federal Trade Commnissio1 
and the Securities and Exchange Commission. Such subpena power would pern 
the Department or its agents full access to the files of any concern investigated, 
and would provide for the attendance of witnesses and the production of do 
ments relevant to the subject matter of the investigation. 

Possession of the power of administrative subpena would not only permit the 
Department to secure evidence not presently available to it, but would permit 
the Department to simplify its pleadings, to comply readily with pretrial dis 
covery sought by defendants, and to eliminate much pretrial discovery of its 
own. There has been a great deal of criticism of the Department during the last 
10 years because of the time consumed in the preparation and trial of major anti- 
trust cases. In 1949, the Chief Justice of the United States appointed a com- 
mittee to study the procedure of major antitrust cases, inter alia, and to report 
recommendations. The chief criticism leveled at the Department by such con 
mittee was the vast number of exhibits and documents involved in such cases 
The reason for such large volume is occasioned by the necessity of reconstructing 
an agreement or conspiracy from a multitude of minutiae. The absence of 
effective investigative procedures makes such a method necessary. 

It is my considered judgment that few substantive amendments to the anti- 
trust laws would be effective unless the Departinent is provided with mor: 
efficient investigatory tools. One of the most useful means of securing such 
tools is the power of administrative subpena. 

Sincerely, 


HOLMES BALDRIDGE. 
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STATEMENT OF REGINALD J. HOLZER, EXECUTIVE CHAIRMAN AND 
GENERAL COUNSEL, AUTOMOTIVE REPAIR EXECUTIVES ASSO- 
CIATION, ACCOMPANIED BY PAUL RIES, PRESIDENT, AUTOMO- 
TIVE REPAIR EXECUTIVES ASSOCIATION; AND RALPH A. 
PIERRO, VICE PRESIDENT, AUTOMOTIVE REPAIR EXECUTIVES 
ASSOCIATION 


\ir. Nevitte. Mr. Holzer. 

Will you identify yourself, Mr. Ries and Mr. Pierro? 

Mr. Houzer. My name is Reginald J. Holzer. Would you like for 

to identify further? 

Mr. Neviie. Will you please, identify yourself for the record, if 

will. 

Mr. Horzer. To repeat, my name is Reginald J. Holzer. I am the 
executive chairman and general counsel for the Automotive Repair 
Executives Association, Chicago, Ill. We are in Chicago. 

Mr. Ries. My name is Paul Ries. I live in Chicago, and I am presi- 

of the Automotive Repair Executives Association of Chicago. 

Mr. Nevirte. And Mr. Pierro? 

Mr. Prerro. Iam R: alph A. Pierro, vice president of the Automotive 
tepair Executives Association. 

Mr. Nevitie. Will you proceed with your statement, Mr. Holzer? 

Mr. Horzer. I would like to say at the outset that we do not have 

equate copies of our statement to go around. Due to the short 

ce of our attendance here, we were unable to have them 
ncaa 

My name is Reginald J. Holzer. I reside in Chicago, Ill. I serve 

e Automotive Repair Executives Association as executive chairman 

dl veneral counsel. 

Our association consists of the owners or representatives of the 

ers of 63 of Chicago’s finest, independent automobile repair shops. 
Our members are among the smallest as well as the largest shops 
thout auto-sales franchises in America. 

ur member shops are all located in the metropolitan area of Chi- 

vo. Our members do automobile repairing of all kinds. AREA, 

our association is referred to, has set about to improve business 
mditions in the car-repair trade. We have adopted a code of ethics 
sed on the canons of the Chicago Bar Association and we are proud 
the job our members do. 

But in all our deliberations an undereurrent of futility prevails. 

‘re is a common feeling among our members that the giant car 
nufacturers, as exemplified by GMC, are putting the squeeze on 
independent shops. 

There is a ’ alization that the independent auto-repair shop is 

stematically being mowed down in a coordinated crossfire between 
GM and its subsidiary insurance companies, which companies, after 

ch-pressuring car purchasers into buying their insurance, refuse to 
ermit the assured to have his car repaired anywhere but in the shop 

f the selling dealer, or at most in another GM shop. 

Senator O’Manonry. How many members in your organization / 

Mr. Honzer. 63 shops. 

Senator O’7Manoney. 63 shops. 

Mr. Honzer. Yes. 

Senator O’Manoney. In Chicago? 

Mr. Houzer. Yes, sir, that is correct. 
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With finance purchasing at an all-time high, GM sales agencies a1 
in the position of pushing GM financing through one subsidiar 
namely General Motors Acceptance Corp., then having the GMA 
push the customer into protecting the vehicle with the insurance ot 
another subsidiary, namely Motors Insurance Corp. or another sul 
sidiary, General Exchange Insurance Corp. AREA shops don’t want 
to force GM or any other car manufacturer out of the repair busines: 
But AREA shops likewise don’t want GM or any other car man 
facturer to force us out of business, and that is ex: actly what they are 
domeg. 

All we want is a chance to estimate and compete fairly in an ope: 
market with all other honest repair shops. We loathe a closed 
market. We loathe the unchallenged funneling of business from thi 
parent corporation to the child subsidiary, which child has, since the 
end of World War IT, become fat and spoiled from habits it has falle: 
into from want of honest competition. 

It is not only the independent shop repairman that suffers fron 
this GMC-GMAC-MIC-GEIC gargantua. It is also working to the 
frustration of the little guy, the car buyer. He is the fellow who has 
his choice taken away from him. He 1s the fellow who is told where 
to have his car repaired though he may have vowed never to have the 
selling dealer touch his car again. He is the fellow who hears double 
talk and sometimes triple-talk when he is dissatisfied with the work 
done | \ the dealer’s shop. 

We charge that General Motors Corp. is conspiring to establish a 
monopoly in the automotive repair business. We feel that Mr. Burns 
of this subcommittee staff was correct and justified when he said on 


page 136 of the record of this subecommittee’s hearings ot August ole 
1955, that 


one of the objectives of the statute was to stop practices in their incipien 
which might substantially lessen competition or tend to creat a monopoly. 

We ask that the United States Senate take into consideration re 
marks made here today and save the small tradesman of America from 
annihilation and extinction. 

I have before me now an affidavit that was signed in my presence 
by one Darel Blakeslee, and I think the affidavit will speak for itsel! 
if Lam permitted to read it into the record. 

Senator O'Manoney. You may read it into the record. 

Mr. Houzer (reading) : 


My name is Deral Blakeslee 


Senator OMauonry What is the date of the affidavit ? 

Mr. Houzer. The affidavit was taken on Saturday, November 26, 
1955. 

Senator O’Manonry. Before whom? 

Mr. Honizer. Myself—I am a notary public. 

Senator OMarioney. Youarea notary public? 

Mr. Houzer. Yes. | Reading: | 

My name is Darel Blakeslee. I live at 458 Washington Boulevard, Oak Park 
Ill. I am employed by Paul Ries & Sons, auto rebuilders of 3940 Armitage 
Avenue, Chicago, Ill., which firm I serve as assistant manager. I am a forme 


Claims adjustor for Motors Insurance Corp., a subsidiary of the General Motors 
Corp 
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In early March 1949. IT was hired by MIC, to work in Chicago, LL, as an aut 
‘ile claims adjustor. After 1 month in MIC offices at S40 North Michigan 
enue, Chicago, where I learned office routine, I was sent to the General 
irs Institute in Flint, Mich., where, for 5 weeks I was schooled in automobile 
age appraisal and estimating. During this time I was always on the MIC 
vroll. Upon returning to Chicago, I spent 1 month “on the streets,” as it 
ere, in the company of one experienced MIC adjustor for 2 weeks and another 
erienced adjustor for the remainder of the time. I was expected, through 
on the streets hitch, to pick up, from these more experienced men, the 
tleties and techniques of getting your assureds to do what you want them 


Senator Lancer. To get what ? 
Mr. Honzer. To get assureds, to get them to do what you want them 


lo. | Continuing: | 


ely, to take their cars back to the selling dealer for repairs 
independent repail shop, if we could help it 
[ was coached to accomplish this in several ways First, every loss file I 
eived had in it the name of the selling dealer. I would, without exception, 
ect the assured to take the car there for repairs. If he (the assured) balked 
this direction, I would phone the selling dealer to give him or his service 
nager or insurance manager an opportunity to woo the car into their shop 
leans other than I could command 
While the dealer worked from his end, I would admonish the assured that 
(JC would not guarantee the workmanship of independent shops, for indepen 
ts did not use genuine GMC parts. I would also inform the assured that his 
cy required him to cooperate with the insurer and refusal to allow his car 
be repaired where we directed certainly was not cooperating. This, of course, 
plied policy cancellation, but I never directly used the term “cancel.” 
lime was always on our side, for the longer a balky assured persisted in re 
sing to allow an agency shop to repair his car, the longer it remained unre- 
ed. I here use the term “agency shop” rather than selling dealer, because, 
balked long enough and hard enough by an assured who flatly refused to let 
selling dealer repair his car, I would then, as a compromise gesture, send 
-car to an authorized dealer who didn't sell the car. This, of course, angered 
selling dealers, but there was nothing we could do about this 
In all my time with MIC, IT don’t think that more than one-tenth of 1 percent 
the cars I adjusted wound up in independent shops, and then, only after a 
it lapse of time. 
Chere is definiteiy an agreement between GMC and their agencies that all 
mirs insured by MIC will go back to the selling dealer. 
In 1951 IT left MIC and went to work for Allstate Insurance Co. doing similar 
rk in Chicago, This latter company allows their assureds to select the repair 
op of their choice to repair the insured cars, providing the estimate is com- 
etitive. It was then that I discovered that, in fact, independent shops, run by 
isinessmen who earn their living by repairing cars, not by selling them, or 
‘ling financing for them, or selling insurance for them, or selling parts for 
em, did better work, were more responsive to the wishes of the assureds, 
irged less for the repairs, and stood consistently behind their work. 
[ have no personal complaint against MIC or GMC, My time with them was 
easaut. I do feel, however, that the propaganda they dished up to us in their 
iining course about dealers doing the best repair work and so forth was not 
ue, 
| feel strongly though, that by these means—fair or foul—they are succeeding 
cornering the automobile repair market and will gradually squeeze the in- 
pendent shop out of business unless they change their policies. 


That concludes the affidavit. 

| have with me here today Mr. Ries, who is president of our associa- 
on and also the owner of one of Chicago’s leading repair shops. 

Mr. Ries will testify before you in connection with the impact of 
ese policies on his individual business and also Mr. Pierro, who owns 
other repair shop in Chicago. 

Senator O'Manoney. Where is Mr. Blakeslee ? 
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Mir. Houzer. Mr. Blakeslee is in Chicago. Tle could not be 
today. 

Senator OManonry. Why 

Mr. LH ILZER, Well, ne is the assistant hiahaver of Paul Ries & sons 
auto rebuilders and Paul Ries is here. Mr. Ries is the manager. The 
two of them could hot be here al the sime time, Mr. Blakeslee Was not 
subpenaed. 

Senator O’Manonry. Would it be possible to bring Mr. Blakesk 
here, Mr. Ries? 

Mir. Ries. Later in the week, you mean é 

Senator O’Manonry. Yes. 

Mr. Ries. That could be arranged. 

Senator O'Manioney. I think that he oueht to be before the com 
mittee for examination. It is true that this statement is made unde) 
oath, but Iam sure that the committee would like to have the witnes 
uppear in person. 

Mr. Houzer. He could be made available. Senator. but the two i 
dividuals who run the business could not both be away from the com 
pany al the same time. 
~ Senator O'Manoney. That is a good explanation. Mr. Ries is here. 
And the assistant manager is in Chicago. Make the arrangements, 
Mr. Burns. 

Mr. Nevitie. Would Thursday morning be all right. Mr. Ries? 

Mr. Ries. I think so. 

Senator O'Mantonry. Very good. Do vou want to proceed now ‘ 
It is20 minutes of 1. Ordo you want to go over? 

Mr. Burns. Since Mr. Holzer also represents the association, could 
we put Mr. Ries’ statement into the record? We have it here. And 
since Mr. Pierro is here in his own behalf and has a verv short state 
ment, about a page and a half iong, we might let him read his statement 

Mr. Houzer. Mr. Ries is here. 

Mr. Burns. But we are thinking of the time. 

Senator O’Marionry. What is the statement of Mr. Ries about / 

Mr. Neviutir. It “oes tothe specifics of the statement. 

Senator O’Manoney. IT think that he ought to read the statement. 
before we recess. 

Mr. Ries. My name is Paul Ries. T live in Chicago, TH. T an 
president of Automotive Repair Executive Association. I own and 
operate Paul Ries & Sons Auto Rebuilders at 3940 Armitage Avenne. 
Chicago. T have been in the business of repairing automobiles for 


( 
t 
{ 


over 30 testy I speak to you now as an automobile repairman. 

For many years my shop, which is an 80-car garage and does 

msiderab Z volume of work, has not been called upon to bid com 
p etitive ‘lv ona dam: aged vehicle insured by either of GMC’s subsidiary 
nsurance companies. When one bears in mind that these subsidiary 
companies received over $186,849,000 in premiums in 1955, and $168. 
098,000 in premiums in 1954, one can quickly imagine the impact of 
the removal of their claims for repairs from the competitive repair 
market. 

Senator O’Manoney. By whom are these premiums paid? 

Mr. Rres. By the public. 

Senator OManonry. By the private car owner ? 

Mr. Rres. By the car owners: that is right. 
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In the ince business there are only tWo, because everybody's 
ich Lwould like to add. 

In 1953, the total premium volume on comprehensive and collision 
surance of all companies in this country were $1 billion—I am not 
ed to throwing figures around like this $1.760.960.000. In 1953 
e two General Motors insurance subsidiaries accounted for $186,349,- 
Q worth of premiunis. 


That represents in 1955 a percentage volume 
(veneral Motors 


Insurance companies of 10.5 percent of the total 
mnprehensive and collision insurance in force in this country. 
In 1954 the total volume, of all companies, was $1,667,132,000. 


Gen- 
il Motors in 1954 accounted for $168,098,000 worth of premiums. 


This is 10.2 percent ot the total volume. 


| real 


ize this Is an 


inquiry into General Motors’ practices, but I 
{ hear Ford and Chrysler mentioned earlier in the proceedings, 
dif you gentlemen will concede that Ford and Chrysler might ac 
unt for another 15 percent of controlled premium volume through 
mpanies which they control, in one form or another, it is evident 
it there is about 25 percent of the total repair volume available in 
country under collision insurance that is completely or almost 
ompletely barred from an independent shop in the country. I think 
it isa countrywide practice. Now, I will go on. 
My shop can be bested for quality workmanship by no shop any- 
ere. By efficient economies in labor and materials my prices are 
}t com vetitive, too. Yet. I am not permitted to estimate a wreck 
sured by GMC, let alone repair it. Why is this? 
Senator O'Matroney. That is not a law in Chicago? 
Mr. Rres. It isnot alaw. IT will have to deviate from my talk here. 


if you would like to ask that question, I think I know what you want 
| 
now. 


Senator O'Manonry. I asked the question. 
Mr. Ries. I say it is not a law. 
Senator O’Manoney. It is not a law in Chicago? Is it? 
Mr. Rres. L-a-w, law? 
Senator O'Manonry. L-a-w. Law. 
Mr. Rres. No: it is not a law. 
Senator O'Manonry. Enacted by a public lawmaking body / 
Mr. Ries. It is not a law. It is a practice of these company-con- 
trolled—may I speak informally now—this is out of my branch. A 
in buys an automobile from a General Motors dealer. He is asked 
| persuaded, if it is at all possible, to finance that car through 
GMAC finaneing. 
\t the same time he is asked and persuaded, if at all possible, to 
ive that car with either Motors Insurance Corp. or the General 
xchange Insurance Corp., both insurance companies subsidiaries of 
(reneral Motors. 
In selling this financing in GMAC, we know that he is paid a com- 
ission. In selling the insurance for MIC, we know that he is paid a 
MMission—which is allright. However, another tacit agreement be 
ween the dealer and the MAC and MIC organizations is that any 
iv Which is insured through General Motors Insurance Co. coverage 
ill be returned to the selling dealer for repairs to be made if it 1s 
imantly possible to do so. 


In Mr. Blakeslee’s deposition, which was read here a couple of 
inutes ago, the practice of inducing the owner of the automobile to 
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back to the selling dealer for repairs Was referred 
lutely no consideration of any kind @iven to an independe 
farage operator and, of course, | might be biased, but ] think 
ean don 1ob better than the dealer, because all we do Is repair wreck: 
automobiles. That is what I meant when I said we coul dn’t get a 
of it. 
Does that answer your question, Senator 4 
Senator O'Maionry. Not exactly. You are telling me what ¢ 
actice is, but did you Say there was no ordinance adopted by 1 
voverning body of the city of Chicago that brings about this result 
which you speak : that you are not pe ‘rmitted to estimate a wreck / 
Mr. Rirs. Not permitted ¢ 
Senator OManonry. Your statement says: 
I am not permitted to estimate a wreck insured by GMAC., 


Mr. Ries. That would not be permitted by GMAC 

Senator O'Manoney. There is no law, is there / 

Mr. Ries. No: there is no law. 

Senator OManoney. The Legislature of Illinois never passed su 
astatute, did it? 

Mr. Ries. Not tomy knowledge: of course not. 

Senator O'Manoney. And this refusal to grant permission is mad 
by whom ¢ 

Mr. Ries. By the General Motors controlled insurance corporations 

Senator O’Manonry. Would you call this regimentation ¢ 

Mr. Ries. I would certainly call it discrimination. I don’t know. 

Senator O’Manoney. Allright, proceed. I call it regimentation. 

Mr. Ries. Well, it happened to me. 

They also get MIC’s promise of all repair work that MIC will sul 
seque tly be called upon to render their assureds. 

These promises and procedures have taken their toll in the aut: 
repair business. Some shops have gone out of business completely: 
others have eliminated certain departments ; others, unable to compete 
honestly with agency shops, have taken to illegitimate means of giving 
them competition and have thereby disgraced and defamed our bus 
ness. 

The members of my association are asking for help. I am told that 
by the Roosevelt bill, 1. R. 2096, there might be some relief for us 
But if there is any way to open up the automobile repair trade t: 
honest and competitive bidding by eliminating the monopolisti 
tendencies of General Motors Corp., we hope you can do something 
about it. 

Senator O’Manonery. How long have you been engaged in t} 
business ¢ 

Mr. Ries. All my life, Senator ; 30 vears. 

Senator O’Manoney. In Chicago? 

Mr. Ries. Yes, sir. 

Senator O’Manonry. How many employees do you have / 

Mr. Ries. I have about 12 at this time. 

Senator O’Manonry. How long have you been at this place of 
business ? 

Mr. Ries. At this location I have been 514 years. I spent 23 years 
in a previous location. 

Senator O'Manoney. Are you still getting business ? 
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\ir. Ries. We are still vetting business, but not fron 

tors activily. 

Mr. NEVILLE. W il] you proceed, Mr. P lero, 

Mr. Prerro. My name is Ralph Pierro. I live in Chicago, Il. Tam 
‘e president of Automotive Repair Executives Association. I own 

on Ace Auto Rebuilders at 9333 South Chicago Avenue, 

» 1. 

[ cal | like to cite a concrete example of the sort of thing that has 

e] voing on in Chic ‘ago and possib ly other parts of this coun try 

! too long’ atime, 
{bout 1 month ago, a very personal friend of mine, who is also a 
ad customer at Wy repair shop. by the name of St: anle sv Klekowsk), 
SOT Marquette Avenue, Chicago, Il., ordered me to tow his 1953 

evrolet into my shop for repairs. It had been in an accident. 

uuley asked me to repair it, but I told him that he'd have to get 

rmission from his insurer, who, in this case, happens to be Motors 
irance Corp. 

Now, this car had been worked on about 6 months before, and Stan 
was highly displeased with the quality of workmanship he re 

ved from the authorized Chevrolet dealer who had sold him the 

r, and to whom he was told to have his car taken for repairs by MIC. 

Nevertheless, when he called MIC, they insisted that St: inley have 

e car repaired again at the same de: aler that had botched up the same 
about 6 months before. Stanley is not what vou’d call a man that 
s looking for arguments, but he had this time determined to refuse 

have the se ling dealer repair his ear. 

Well, after dozens of phone calls, days of waiting while he urgent] 
led his car, claims by MIC adjustors that my shop wouldn't use 
une Chevrolet parts and that MIC couldn’t guarantee my work, 


Stanley, eo ‘ly battered and confused, finally agreed to have his 


repaired by the selling dealer. He told me that, although the car 
ch he had bought on payments had finally been paid for, he never- 
eless didn’t want to have his policy canceled by MIC. 
this example has happened once, it’s happened 20 times with 
riations. But almost invariably the car leaves my shop for destina 
selling dealer—even if it has to be towed away. 
Why would this goon? Why can't our laws keep competition open 
| free? I can see where monopolies might be necessary in utilities 
d so forth. But these monopolies are strictly controlled by gov 
imental agencies. General Motors seems to be completely uncon 
olled, and my business is suffering as a result. 
If a person wants his car repaired by a dealer, that’s O. K. with me. 


lhat’s freedom. But if he wants his car repaired by an independent 


epair shop like mine, that should be O. K. with Motors Insurance 


orp., too. 
Mr. Nevitte. Do you have any questions, Senator / 
Senator O’Manonry. No questions. 
Mr. Houzer. Thank you very much for the privilege of appearing 
fore you. 
Senator O"Manoney. We are very grateful to you, 
Che committee will recess until 2: 30. 
Whereupon, et 12:55 p. m., a recess was taken until 2:30 p. m., 
e same lay.) 





ANTITRUST LAWS 


AFTERNOON SESSION 


Senator OManonry. Are you ready to proceed, Mr, Burns / 

Mr. Burns. We are ready, Senator. 

Senator OManonry. Call the next witness. 

Mr. Neviriwe. The next witness will be Mr. Cassat. Mr. Chairman. 

Senator O'Manonery. President of the Interstate Finance Corp. ‘ 

Mr. Nevintie. That is right. 

Mr. Cassar. That is right. 

Senator O'Mattonry. Of Dubuque, lowa. Who is the gentlema 
Who sits at your right / 

Mr. Cassar. Senator Scott Lueas, sir. 

Senator O’Manoney. He has been in this room many times before. 

Senator Lucas. (ny many others, too. 

Senator O*Maiionry. Yes,indeed. Weare glad to welcome you. 

Senator Lucas. Lam very glad to be here as counsel for Mr. Cassat. 

Senator O’Manonery. Proceed, Mr. Neville. 


STATEMENT OF DAVID B. CASSAT, PRESIDENT, INTERSTATE 
FINANCE CORP. 


Mr. Nevintie. Mr. Cassat, will you identify yourself as to the length 
of time — have been with the « ‘ompany, and ij in the financing business 

Mr. Cassar. I have been the head of this company since 1925, 31 
vears next March. I have been general manager of the company 
since it was started. 

Mr. Nevitue. And were you in the financing business prior to that? 

Mr. Cassar. No. 

Mr. Nevitte, Do you have a statement to make, Mr. Cassat / 

Mr. Cassar. I was away from my office when I received this request 
and it was impossible for me to prepare an adequate statement. | 
thought I would submit myself to questioning today and request the 
opportunity of furnishing you with a statement upon my return to 
the oflice, if I might do that. 

Senator O’Manoney. The counsel will examine you, Mr. Cassat. 
If you want to submit a written statement thereafter, you will be at 
liberty to do so. 

Mr. Cassar. Thank you. 

Senator O’Manonry. We will be glad to accept it. 

Mr. Nevinue. What is the size of vour company, Mr. Cassat, in 
terms of capital ? 

Mr. Cassar. We have about $4,750,000. in total capital funds. 

Senator O’Manonry. Let me intervene for just a moment. Wher 

as this finance corporation incorporated ¢ 

Mr. Cassat. In the State of Iowa. 

Senator O’Manonry. What area does it serve? 

Mr. Cassar. We have 5 offices in Iowa, and 2 in Wisconsin, and 

in a Illinois, at Waukegan, II]. 

Senator O'Manonry. When was it organized? 

Mr. Cassat. 1925. 


Senator O'Manoney. Tas it been operating continuously ever since! 
Mr tae Yes, 

Senator O'Manonry. And you are now operating? 

Mr. Cassar. Yes, sir 
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Senator O’Manoney. All right, sir, you may proceed. 

Mr. Nevizie. Thank you. 

What is the extent of your receivables at the present time? 

\Mr. Cassar. Well, the total assets of the company are $20 million. 
Senator O’Manonry. May I ask, are you a big or little company ? 
Mr. Cassar. We are a small company in this business, I guess. 

Mr. Nevitie. You are familiar with the ratio of debt to capital that 
ts in the finaneing field ¢ 
Mr. Cassar. Yes. 

Mr. Nevitte. What is your ratio, Mr. Cassat ? 

Mr. Cassar. At the close of 1954, our total current liabilities to 

orking capital were about 2 to 1. 

Mr. Nevitte. Will you explain the importance of this ratio of debt 
‘apital insofar as your competitive position in the industry is 
‘erned ¢ 

Mr. Cassat. Yes. The larger pyramid of debts you can build, the 
rower margin on which you can operate, to achieve a large volume 
a big profit on the underlying capital. 

Senator O’Manoney. Will you restate that ? 

= Cassar. The larger pyramid of debt, which you can build on 

capital, the larger volume of business that you can handle and, 
course, if you handle a large volume, you can handle it at a narrower 
rgin and make money on the underlying capital in larger amounts. 

Senator O’Manoney. Is there not a rule of fiscal soundness in the 
ratio of debt to capital ? 

Mr. Cassar. Well there isn’t any one accepted rule. You find many 
ratios used in the industry. You will find ratios put into indentures, 
r instance, that vary from 414 to 1, and so on. That would be the 
p, perhaps, in the case of small companies. 

Senator O’Manoney. Can you not carry this ratio of debt to capital 

in unwise limit ? 

Mr. Cassat. That would be a matter of opinion. Each manager 

ild have to decide that for himself. 

Senator O’Manonry. What is your opinion ? 

Mr. Cassar. It depends. You see, you have got companies where 
ou have no ownership in the management and where you have an 
wner-managed company such as mine is largely—a very large per- 

age of our common stock being owned by the men who are active 
the business—you are not inclined to risk your capital just to be 

«. You want tomake some money with it. 

Senator O’Manonry. All right. That is one category. What is 
he other category ¢ 
Mr. Cassar. That would be the professionally managed company 
here there was no ownership present. 

Senator O’Manoney. You mean a company in which the manage- 

ent isnot the owner of the stock. Isthat what you mean ? 

Mr. Cassar. Yes, where it is a professionally managed company, 
imight say. 

Senator O’Manonry. In other words, a corporation which was 

aged by a group which either did not own any part of the capital 
ck or owned only a small minority of the stock, such a company 
erated by such managers might go to a higher debt-capital ratio 


+ 
0 


QO? 
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than one like your own in which the managers are themselves 
owners ¢ 

Mr. Cassar. I would think that would be possible. I would t] 
that would be very possible. 

Senator O'Manonry. Well now, what is the fact 4 

Mr. Cassar. Well, I think it varies with almost every individu 
situation. 

Senator O'Manoney. | am trying to find out what your situation 

Mr. Cassar. Well, | would like to build my pyramid of debt large 
than I ean but Lam precluded by my size. 

Senator O’Manionry. You are precluded by your capital ? 

Mr. Cassar. By the size of my company. You have to be a 
company and have great power to build a big pyramid. 

Senator O’Manonry. Well then, so far as you are concerned, there 
is a limit? 

Mr. Cassar. Oh, yes. 

Senator O’Manonry. And what would that limit be? 

Mr. Cassar. Four and one-half times. 

Senator O'Mantoney. In your case you think it would be financiall; 
unsound to incur debt greater than four and one-half times your 
meee 

Mr. Cassar. No, I didn’t say that, Senator. I said that is the limit 
placed on me by the lenders. 

Senator O’Manoney. Who are the lenders? 

Mr. Cassar. Well, in the case of this particular limit, it was some 
insurance companies loaning us long-term funds. They felt that was 
a reasonable ratio. 

Senator O’Manoney. In other words, the companies which loan . 
the money to build up a debt more than 41% times the capital stock 
of your company object to your going above that, probably on the 
eround that it would be fiscally unsound for you to do so. 

Mr. Cassar. That is right. "That is undoubtedly their yardstick. 

Senator O’Manoney. Now then, describe the other category so that 
we may get it clearly on the record from your point of view. 

Mr. Cassar. Well, there is—— 

Senator O’Manoney. Do you mean to imply that a company man- 
aged by employees, or persons who own only a very small proportion 


of the stock, which has a I: arge number of stockholders and, therefore, 


a large capital stock, is able to borrow from the lenders of money 
at a greater ratio of debt to capital than you? 

Mr. Cassar. Well, I don’t think you could answer that in theory. 
You have to find out the records of the bigger companies, and they all 
borrow more money than we do. 

Senator O’Manoney. Well, I want you to answer it factually and 
not in theory. 

Mr. Cassar. The General Motors Acceptance Corp. is currently 
borrowing about 16 to 1. 

Senator O’Manonery. 16 times. 

Mr. Cassar. 15 or 16 times their actual underlying capital. 

Senator O’Manonry. How do you know that? 

Mr. Cassar. By their own published statements. 

Senator O’Manuoney. So that is General Motors’ testimony. 

Mr. Cassar. That is their own records. 

Senator O’Manonry. Your limit is 414? 
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Mr. Cassar. That is right. 
itor O’Manonry. That is to one? 

Mr. Cassar. That is right. 

Senator Witry. When vou say capital, you mean the capital strue- 
: it includes the surplus and the undivided profits and all of the 


/ 


Mr. Cassar. It would include all of the equity capital. 

Senator Witry. Yes. And, of course, do you know whether there 

ny endorsement by anyone else to that paper? Do you think char- 

er has anything to do with loaning ¢ 

Mir. Cassar. A great deal. 

Senator WILEY. Efficiency : 

\ir. Cassar. A great deal. 

Senator Witey. Ability ¢ 

\Ir. Cassar. A great deal. 

Senator Witey. Integrity ¢ 

Mr. Cassat. You have to have character and integrity in this busi- 
less, to stay in it 30 or 31 years and establish your credit with the banks 

| the insurance companies of this country. 

senator Witey. I want particularly to get that in. 

Mr. Cassar. They weed you out pretty fast without it. 

Senator Winey. I am glad to hear that, because while I have only 

a small town banker, I know what it means to have character on 
loans. 

Mr. Nevitte. May I proceed. 

Senator O’Manoney. Proceed. 

Mr. Nevitie. Mr. Cassat, are there any other factors in establishing 
this ratio of debt to capital that we haven’t covered by the Senator’s 
questions ¢ 

Mr. Cassar. Any other factors ¢ 

Mr. Nevitie. Any other facts in establishing the ratio of debt to 
capital. 

Mr. Cassar. Such as what ¢ 

Mr. Nevitte. That you haven’t brought out. 

Mr. Cassar. I don’t quite understand the question. Any other fac- 
tors in establishing the ratio of debt ? 

Mr. NevILLE. Yes. 

Let me ask another question: Why is it possible for GM, General 
Motors Acceptance Corp., to have such a greater ratio than you can 
obtain ¢ 

Mr. Cassar. Well, pureiy because of the power of their ownership. 
There is no question about that in anybody’s mind. 

Senator Witey. Back of it is General Motors, too ; is it not ? 

Mr. Cassar. That is what I mean, they are the owners. General 
Motors are the owners. I would say that is quite a little better owner- 

» than mine, stronger at least. 

Mr. Nevinie. Can you give us the percentages of business obtained 
from each of the six car manufacturers done by your company ¢ 

Mr. Cassar. Yes; I have got some figures on that that might be of 

rest. 

[nthe 5 years from 1950 to 1954, inclusive, General Motors registered 

senger cars in the United States amounted to 45.37 percent of the 
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total registration. Our new car paper in the meantime on General 
Motors new cars amounted to 19.76 percent of our total business. 

Now, the total registrations for Chrysler in those same 5 years 
amount to 18.57 percent of the total registrations and we had 23.2 per- 
cent of our new car business in Chrysler products in those same 5 years, 
So we ran ahead of their national average. 

Now, Ford had 25.12 percent of total registration during those 5 
years; and our business ran 24.9 percent in Ford products, new car 
financing. So we were just leveling, we could get our share of the 
Ford business. 

The independents registered 10.94 percent of the cars registered in 
those 5 years, but 32.14 percent of our new car business was with the 
independents. 

Mr. Nevititr. You say that those figures relate exclusively to the 
retail side? 

Mr. Cassar. That is right. 

Mr. Nevitie. What is the picture on the wholesale side? 

Mr. Cassar. Well, on the wholesale side it is pretty hard to get 
wholesaling arrangements with General Motors dealers. I mean, it 
seems to be quite a little harder than with Ford and Chrysler. 

Here are our figures; our credit department dug this out for me. 
Of the dealers operating in our area, we do some business; that is, in 
retail, we buy some retail paper from about 12 percent of the General 
Motors dealers. We buy some retail paper from 18.26 percent of the 
Ford dealers, and we buy retail paper from 22.93 percent of the 
Chrysler dealers. 

Now, when it comes to wholesaling, that is a little different figure. 
Nowadays when you wholesale a dealer, you pay for his cars at the 


factory. His ears are charged to your bank account at Detroit or 
Chicago, wherever you ask them to be charged, and the drafting 
arrangement is arranged between you, the dealer and the factory. 

Now we find that only 2.61 percent of the General Motors dealers in 
our territory are letting us release their cars at the factory; whereas 
we are releasing 13.48 percent of the Ford dealers, and 16.1 percent of 
the Chrysler dealers. 


So, you see, it is quite a lot harder apparently to get this General 


Motors rele: ising arrangement at the factory for a small finance com- 
pany than it is for the others. 

Senator Witry. Pardon me, but is there any advantage in the dealer 
now dealing with a finance organization belonging to Genet ‘al Motors 
that they would not have with you? 

Mr. Cassar. Well, we think there are a lot of advantages doing 
business with us. But so many of them are doing business with Gen- 
eral Motors, there must be an awful big advantage in doing it with 
them. You see, they are getting an enormous percentage of the 
business, Senator. 

Senator Witey. Yes; that is what I mean. I am just wondering 
whether, from the dealer’s viewpoint, because as I understand the 
evidence here, your facts range from 1945 on—didn’t you state the 
facts you have given, the figures you have given, start from 1945 on? 

Mr. Cassar. No. The figures I gave you on registrations are for 
the 5 years from 1950 to 1954, 

Senator Wirey. Oh, yes. 
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Mir. Cassar. And the figures I gave you on what we are doing busi- 

-s with is this year, 1955, and is who we are doing business with now. 

Senator Witry. Have you handled as much as you could financially ? 

Mr. Cassar. No. We could bul l our capital bigger. 

Senator Witry. Have you—— 

Mr. CassaT. We have had to go out into other territories and estab- 

s}) small branches. 

Senator Witey. What is your capital? 

Mr. Cassar. About $4,750,000 in total capital funds. 

Senator WiLry. How long have you been in business ? 

Mr. Cassar. Thirty-one years. 

Senator WiLtry. You started with what? 

Vir. Cassar. $50,000. 

Senator WiLtry. You did not do so bad. 

Mr. Cassar. Well, that is not earnings, you know. 

Senator WitEy. No. Well 

Mr. Cassar. Most of it is still borrowed money. 

Senator Witry. The $4 million is borrowed money, you say ? 

Mr. Cassar. Well, some ordinary debentures and preferred stock, 
which you almost consider borrowed money in this business. 

Senator Winey. Your capital structure? 

Mr. Cassar. Total capital funds about $4,750,000. 

Senator Witry. As far as you know now—what we are trying to 
get at, what 1 want to get at, I heard the testimony this morning as to 
misconduct during a certain period, and then the Government took 
action, and there was no misconduct after that period of any conse- 
quence, unless there is some evidence that I have not heard. 

| want to know, because you are a competitor with them, whether or 
not you know of any misc onduct that would violate any of the statutes 

this country. 

Mr ( ‘assatr. Well, Senator, I do not have a single bit of tangible evi- 
dence of any violation of the law at present; but I want to call your 
ittention to what has happened to their share of the business in the 
last 6 or 8 years. 

Could I do that? 

Senator Winey. Sure. 

Mr. Cassar. There must be some reason for this. Since 1948 GMAC 
has gone from 18 percent of all the business handled by finance com- 
panies to 34 percent, and a lot of it since that consent decree was entered 
nto in 1952 

There are some figures from their published reports, and from the 
figures of the Federal Reserve Board. 

Now, I do not know of any violation of the law, but I can read 
igures, and I know that something is happening there that is making 
them much more attractive to the dealers than me. 

You can see what my company and the others like me are doing at 
the same time in this charted line here. 

Senator Witry. May I get those figures again, because I want to 
inalyze them again 

Mr. Cassat. Yes. 

Senator Witey (continuing). In comparison with what we call the 
economic picture of this country. This morning you heard me tell 
you that 17 years ago when I came here we had a ni ational income of 
S70 billion. Now we have a national income of $327 billion. 
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Now, that has vot to be reflected somewhere in the business cyel 
this country, and in the economic channels of this country. 

Mr. Cassar. = hat does not have anything to do with these figur 
because these are based on a percentage of all the business available. 

Senator Witey. O. K. 

Mr. Cassar. And their percentage is increasing. 

Senator WiLry. All right. 

Now, if you were to take the actual mone y that is invested, that you 
are talking about, how much additional have you received in terns 
of money during that period, and how much have they in view of this 
change A economy that we are talking about ¢ 

Mr. Cassar. Well, in the 6 years that are plotted here, or 7 years, 
our ace has dropped from 41 percent of all the business handled 
by finance companies down to about 3414 percent of it, and theirs has 
gone up from 18 to 34. 

Senator Wiiey. All right. 

Mr. Cassar. There must be some reason for it. I do not know what 
it is; that is part of your job. 

Senator Winey. How much in dollars would 34 percent be now as 
compared with your 41% That is what I am getting at, to show you 
that, as a matter of fact, your business has increased millions of 
dollars during that period. 

Mr. Cassar. Granted that the quantity of business done 

Senator WiLry. Yes. 

Mr. Cassar. But the position in the market place is what we are 
talking about here. 

Senator Witey. I am talking about position. 

Mr. Cassar. The position in the market place of these respective 
companies, is it not ? 

Senator Witey. Well, I am talking about, first, the amount of 
business that General Motors has done, and the amount of business 
that you independents have done in terms of dollars. Then you can 
take your percentages and then you have to consider all the other 
factors in the equation, whatever it is. 

Included in that is whether or not there is anything crooked, 
whether there has been any violation, such as you had in previous 
years. 

Now, I am only sitting here as a Senator; I am not sitting here as 
the advocate of anyone; I have not a penny invested in any ‘of them. 
I am trying to just get the facts, so we do not go off the deep end in 
this perilous time, as I said this morning. That is all I am interested 
In. 

Mr. CassaT. Well, as I say, I have no evidence whatever of any 
illegal or criminal acts being perpetrated at this time; I have not 
looked for any. I merely point here to the facts of life in regard to 
who is getting the business. 

Senator WiLry. Sure. Well, the facts of life—salesmanship is one 
fact of life? 

Mr. Cassar. Yes. 

Senator WILEY. Service is another fact of life? 

Mr. Cassat, That is right. We give lots better service. 

Senator Wi.ry. The ability to handle things is another fact of life! 

Mr. Cassar. Yes. There are only two facts of life in this business 
there are usually three: There are quality, price, and service. 
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the finance business there are only two, because everybody's 
ir has the same number of cents in it. There is no quality in this 
hess. There are only price and sery ice, and we have a much better 
e because we are living there. You know what I mean. 
senator Wiley. What about the terms? 
Mr. Cassar. The same. Everybody has to meet the market on 
is and price. 
Senator Witey. That is what you do; that is what they do. 
Mr. Cassar. Oh, how could I change the trend of business when they 
doing this much of it, and Iam doing what I am? 
Senator Winey. Well, you could not. You just admitted that you 
th meet the same terms. 
\ir. Cassar. You have to. 
Senator O'Mauonry. Let me intervene at this point. I want to 
ke clear to the witness and to the members of the committee that 
witness was not called for the purpose of proving any violation of 
upon the part of any company or any individual. That is not 
eory upon which this committee is operating. 
| have restated this proposition over and over again. We had the 
mony of Mr. Baldridge, formerly of the Department of Justice, 
s morning, to give the background of the story of the antitrust pro- 
lings against General Motors, Ford, and C hrysler some years ago. 
We are now trying to find out the economic reasons which are be- 
d the operations of the finance companies in the automobile in- 
istry. The GMAC, the CIT, the Commercial Credit, and the inde- 
dents, like the Interstate Finance Corp., of Dubuque, Iowa; we 
trying to find the economic reasons. 
if I understand the situation that you have been testifying to, sir, 
s that during the period of your experience that while ‘the partici- 
tion of the big finance companies affiliated with the three big manu- 
turers have been gaining a const: antly increasing percentage of the 
tal market, your company, though it has a much larger volume of 
siness than it had when it began, Sh actually a smaller percentage 
he total market. 
Mr Cassar. May I answer at this point? 
Senator O’Manoney. Surely. I want you to correct me if I am 


rong. 


Mr. Cassar. I want to correct the statement this much: that while 
e business is vastly bigger than it was before the war, our figures, 
figures that I am going by, which are compiled from the pub- 
ied reports to the stockholders in the case of these companies, and 
‘Federal Reserve Board’s figures as to total business financed, show 
it even big companies have lost a part of their pe reentage of the 
siness. They have not increased their percentage of the business. 
‘MAC is the only one that has inere: a its percentage of the busi- 
ss as shown by the figures, if I can read them properly, the only 
; and that is not anything. Iam aii it is just the facts of the 
2UPres. 
Senator O’Mauoney. Well, then you want the committee to un 
rstand that of all the finance companies engaged in the business of 
incing dealers in automobiles 
Mr. Cassar. Retail automobile paper. 
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Senator O’Manoney. Yes—General Motors, GMAC, the 100 per 
cent subsidiary of General Motors, is the only finance company which 
has gr aine ‘da larger share of the total business in the period—— 

Mr. Cassar. From 1948 to 1954. 

Senator O’Manoney (continuing). In the period of 1948-54 of 
which you speak ¢ 

Mr. Cassar. That is correct. 

Senator O’Matronry. In other words, all of the other companies 
combined have been getting a smaller percentage 4 

Mr. Cassar. That is right. 

Senator O’Mauonry. Now, that is the point of your testimony; 
IS 10¢ 

Mr. Cassar. That is correct. 

Senator O’Manoney. Now, is there any economic reason known to 
you why General Motors Acceptance Corp. should be getting a larger 
percentage than the others ? 

Mr. Cassar. Any economic reason ? 

Senator O’Manonry. Any economic reason. 

Mr. Cassar. Yes, I would think that there are two that stand out. 
I have tried to analyze this in thinking of my business and my position 
in the industry, and I believe that there are two economic reasons that 
are largely responsible for this situation. 

One is that because of their ownership, their acquisition cost is only 
a fraction of mine. 

Senator O’Manoney. Fraction of your what? 

Mr. Cassar. Automobile-financing paper, what they buy. The ac- 
quisition cost of their business is only a fraction of mine. 

Senator O’Manonry. Why? 

Mr. Cassar. The ownership of GMAC, that is the owne1 ‘ship—just 
as Mr. Baldridge said this morning, that he believed that divestiture 
is the only remedy for this situation. Ownership is of course per se. 

Senator O’Manoney. Let me see if 1 understand what you mean. 
Are you saying to us that the fact that GMAC is owned by General 
Motors gives it an economic advant: ige over you ¢ 

Mr. Cassar. Of course. 

Senator O’Manoney. That is what you mean? 

Mr. Cassar. Exactly. Their acquisition cost is a fraction of mine. 
The other economic fact that stands out in my analysis of this is that 
also because of their ownership they can borrow money in much larger 
amounts in relation to their capital than I can, and at lower costs. 

Senator O’Manonry. That they pay a lower rate of interest for the 
money they borrow than you do? 

Mr. Cassar. Yes. 

Senator O’Manonry. What rate of interest do you have to pay? 

Mr. Cassar. Well, we are pegged at a half a point over GMAC. 

Senator O’Manonry. By a half a point, you mean 50 percent of 
1 percent interest ? 

Mr. Cassar. No, if they are paying 314, then we are paying 4, and 


S 
» 


if they are paying 214, we are paying 3. 
Senator O’ Manoney. That isa half of 1 percent? 
Mr. Cassar. Half of 1 percent. 
Senator O’Manoney. That has been your experience ? 
Mr. Cassar. Yes, that is our rate. 
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Senator O’Manoney. Over how long a period? 

Mr. Cassat. Oh, several years since the war. 

Senator O’Manonry. And who charges you that half of 1 percent 
more than General Motors is charged ? 

Mr. Cassat. The people that lend to me, the banks. We borrow 

oney from about 50 banks. 

Senator O’Manonry. Is that an accepted differential in the borrow- 
ing market? 

Mr. Cassat. The differential is established by our controlling banks, 
by the banks. In my case, the Chicago banks are usually the ones that 
set my rate, and that is the rate—— 

Senator O’Manonry. I say, is that an accepted differential ? 

Mr. Cassar. In my case that is established ; yes. 

Senator O’Manoney. Well, you know some other companies, do you 
not, some other finance companies? 

Mr. Cassat. I know of some others. 

Senator O’Manoney. Yes. 

Mr. Cassar. Well, I know really of my own knowledge of my own 
company only. 

Senator O’Manonry. Well, how about other comparatively small 
finance companies, do they pay a larger differential, too? 

Mr. Cassat. Yes, some of them pay as much as I do, some of them 
more, some of them less, according to size, pretty much. And there 
is alws ays the question of collateral values when you are borrowing 

noney. That is why I know that ownership is a big factor in their 

ability in the market place of money. 

Senator O’Manonry. And how does it work that way? 

Mr. Cassar. Oh, it is other business that you control. In the case 

of General Motors, they are practically borrowing the deposits of 

General Motors in these same banks when GMAC goes in to get a 
loan—pension funds and all kinds of deposits there from General 
Motors—and there are other subsidiaries of the banks that seem to 
be doing business with them because of that. 

Senator O’Manoney. You seem to be making the point that Gen- 
eral Motors is such a large enterprise, and it has so much money to 
deposit in the banks of the company, that the banks which have been 
patronized for such deposits give a lower rate of interest when GMAC 
comes to borrow than you would get. 

Mr. Cassat. Yes, I would say that would be the situation. I would, 
too, if I were those banks, don’t forget that. There is the difference 
n the size of a piece of business, Senator, you know that. 

Senator Witey. I can’t get that rate. Maybe you can, I don’t know. 
At my own bank I can’t get that rate. 

Mr. Cassar. Now, those are the only two economic reasons that I 
can see why this business is just funneling toward them. But they 
are the facts. Those are the only two economic reasons that you have 
isked me for that I can see. 

Senator O’Manonrey. Let’s look at the other side. The dealer who 
borrows from you, do you give that dealer as good a deal, as good 
service, as your competitors ? 

Mr. Cassar. Certainly, or I don’t get the business. 

Senator O’Manoney. Well, do you loan the money at a rate com- 
parable to that which the GMAC asks? 

Mr. Cassar. Yes. 
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Senator Witty. What do you get ? 

Mr. Cassar. The same rates that are in the market: place on d 
counting paper, from the dealers. 

Senator O’MaHoney. ne mean you don’t charge the dealer more 
than General Motors does 

Mr. Cassar. No. I make up for it some ways by doing more busines 
with used-car dealers, for instance. I am driven, perhaps, to a lower ! 
stratum of quality business, and so on, in order to make up some of 
my interest costs, and things of that kind. 

‘Senator O’Manoney. Let me ask you, how is a used-car business 
financed now?’ How is that business getting along? 

Mr. Cassar. Very well, I guess. It is a big business. 

Senator O’Manoney. Well, what has been your experience? Do 
you loan large sums of money on used cars now to enable dealers to 
purchase used cars or to sell used cars? 

Mr. Cassar. Well, used cars wholesale is lower than it has been 
for some time with us, indicating that our dealers don’t need as much 
used car wholesale accommodations as they used to. 

Senator O’Manonry. Why is that? 

Mr. Cassar. I have no answer to give for that, except that I think 
they are carrying smaller stocks, turning them over faster, and per 
haps have made a little money. Last year “they didn’t make any money 
to speak of; this year: I think they have got a little more of their own 
capital in the business, not all of it just borrowed from finance 
companies. 

Senator O’Manoney. All right. 

Senator Witey. There was a time not many years ago when it was 
a seller’s market, and they did pretty well, didn’t they ¢ 

Mr. Cassat. Yes. 

Senator Witry. And a great many of those dealers are able to fi 
nance their own buying, aren’t they ? 

Mr. Cassar. Yes; some of the big used-car dealers are pretty strong 
financially. 

Senator Wiiey. Yes. 

And when you figure about percentages, then, even in the new cars 
you have got to figure out of the general overall those that they can 
handle themselves. I know some dealers, that during the war years 
and subsequent thereto, who did very well. In fact, they had big 
bank accounts and could buy their own cars, didn’t have to go to you 
fellows. Isn’t that right? 

Mr. Cassart. Yes. 

Senator Witry. Do you know what the percentage of those are! 

Mr. Cassar. No. 

Senator Wiitry. Don’t you have to figure that in when you get at the 

gener: ality that you gave us before? 

Mr. Cassar. A good many of those fellows have taken their profits 
and left for some place else. It is not as easy as it was, when there 
was a seller’s market. 

Senator Wirry. You mean, now it is a buyer’s market ? 

Mr. Cassar. That is right. 

Senator Witry. Those that had the seller’s market before did pretty 
well. I am not trying to be facetious, I am trying to say that one of 
the reasons that you people are in the business and General Motors 
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1 the business is that it has been mutually profitable in many years 
st to those who retailed, as well as those who bought from the 
infacturer ; isn’t that correct ? 

Mr. Cassatt. Yes. 

This business goes in cycles, it is profitable sometimes, and again 

sn’t. 

Senator Witry. Well, there were a good many years there that were 
pretty profits able ? 

Mr. Cassar. For the dealer? 

Senator Winery. Yes. 

Mr. Cassar. Yes. 

Right after the war, during the scarcity of cars, he had his heyday. 

Senator Witey. Yes. 

When the war came on, those fellows who had a bunch of secondhand 
irs did pretty well, too, didn’t they ? 

Mr. Cassar. Most of them got frightened and dumped when gas 
rationing came on. They thought they were going to get nothing. 
\nd then they started buying them up again. There was a year or so 
when they were a drug on the market because of gas rationing, but 
hey came up again and they started buying used cars. 

Senator Winey. I want to compliment the witness, Mr. Chairman. 

When you said what the theory of the proceedings was, I agree 

th you; it is not to do anything but find the facts. But in order 
to have the facts, we have got to have both sides of the question, 

essarily, and I, for one, am seeking to find those facts as long as 
um here. 

Senator O"Manonery. So say we all. 

Proceed. 

Mr. Nevitie. Mr. Cassat, you were commenting on the points where 
vour cost of doing business would be greater than the cost of GMAC 

doing business. You mentioned your higher interest rate. 

Would you tell us what effect that ration of 15 to 1 that GMAC 

is, as compared to your ratio, has on your cost of doing business? 

Mr. Cassar. I have never figured out any actual—I have never 
figured out any diffierential in my profits from how far I could pyramid 
my capital. I have never done that; it would take a projection by 
our accountants, that I don’t have with me. 

Mr. Nevitie. Let me put it another way. Where GMAC has a 
ration of 15 to 1, and you havea ratio of 3 to 1, how could such disparity 
ect your future business ? 

Mr. Cassar. Well, they can handle that business at a lower cost 
than I can when they can pyramid like that, of course, and it could 
get Increasingly that way. 

Mr. Nevitte. Isn’t it a fact that under this advantageous ratio of 
lebt to capital, that GMAC has the power to charge less for its services? 

Mr. Cassar. Yes, sir. 

*. NevitLe. Pay higher dealer reserves / 
Cassar. That is right. 
. Nevintte. Accept greater credit risks? 

Cassat. Well, GMAC credit risks are pretty well taken care 
by ‘their re purchase agreement with their dealers; they don’t have 
ich credit risk. 

Mr. Nevitite. Allow more liberal terms? 

Mr. Cassar. That is right. 
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Senator O’Manoney. What is the repurchase agreement of which 
you speak ? 

Mr. Cassar. Well, General Motors’ plan of operation until recently 
has been a repurchase agreement deal with the dealer. The dealer 
took the loss on repossessions. They returned the repossessions to 
them, and they paid them off, paid off the notes. And the dealers 
sold the cars and took the loss, if there was any. 

More lately, because of the nonrecourse competition from those 
of us who are willing to buy this business on a nonrecourse basis from 
the dealer, they have gone nonrecourse in some localities. 

Senator O’Manoney. Has it been your general practice to deal 
with the dealers on a nonrecourse basis ? 

Mr. Cassar. Yes, sir. Our company is largely a nonrecourse com- 
pany. 

Senator O’Manonry. When you accept a car as security for the 
Joan, then you absorb the loss if there is any ? 

Mr. Cassat. That is correct. 

Senator O’Manonery. That is not the case with General Motors? 

Mr. Cassat. In some localities they have been driven by competition 
to go nonrecourse. 

Senator O’Manoney. In the locality in which you operate ? 

Mr. Cassar. Yes. They are nonrecourse in some of Milwaukee, 
and there are some spots in Towa. 

Mr. Nevititx. Going back to your acquisition costs, do you have a 
per employ ee breakdown of the cost of acquiring business? 

Mr. Cassar. I don’t have that kind of figures with me, Mr. Neville. 

Mr. Nevitie. Can you tell us generally what your acquisition cost 
would be and what it would include ? 

Mr. Cassar. We estimate in general that our acquisition cost is 30 
percent of our operating cost. Thirty percent of our operating cost is 
allocated to acquisition. 

Senator O’Manonry. What are the elements that go into that ? 

Mr. Cassat. Salaries, traveling expenses, entertainment, advertis- 
ing, all of the 11 things that go into soliciting business, servicing it 
and taking care of it. 

Senator O’Manoney. Does that include overhead ? 

Mr. Cassat. A share of the overhead, of course. 

Senator O’Manoney. A particular share? 

Mr. Cassat. No. I just don’t have those figures with me from the 
accounting division. I can’t tell you how we break that down. 

Mr. Nevirie. I may not have been following you quite closely 
enough. Could you give us the percentage of actually acquiring the 
business as distinguished from handling it after you have obtained 
it? 

Mr. Cassar. Yes. We estimate that 30 percent of our total cost 
of doing business is acquisition cost. 

Mr. Nevitie. Acquisition cost? 

Mr. Cassar. Yes. 

Mr. Nevitiz. What factors do you have in that cost that would 
not accrue to accompany dealing as GMAC does ? 

Mr. Cassar. Well, they have entree to all of the new dealers that 
are appointed in the territory, for instance. Long before we know of 
any appointments, they have already signed them up. 
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Senator O’Manoney. Let us make it clear that you are using no 

capital letters in that phrase. [Laughter] 

Mr. Cassar. Yes, I don’t think any delineation of these things here 
serves any purpose. I just think that they have the business and we 
ittempt to get it. That is about the size of it. 

Mr. Nevitie. Mr. Cassat, I show you a pamphlet prepared by the 
American Finance Conference that purports to show the effect of the 
low down payment, long-term financing. The charts commence with 
graph “a” and graph “b” 

Senator O’Manonry. What is the date of that document, Mr. 
Neville ? 

Mr. Nevitie. That is current. It was this summer, published this 
June. 

Senator O’Manonry. Suppose you let the witness identify it then. 

Mr. Nevizie. Will you identify it? 

Mr. Cassar. Yes, Ihave seen that. This was prepared by the public 
relations committee of the American Finance Conference. 

Senator O’Manonry. What is the American Finance Conference? 

Mr. Cassar. This is the only national trade association of the auto- 
mobile financing companies. ‘There are about 380 members, something 
like that. 

Senator O’Manonry. Where are its offices ? 

Mr. Cassar. Chicago. 

Senator O’Manoney. Who are its officers? 

Mr. Cassat. Who are its officers? 

Senator O’Manoney. Yes. 

Mr. Cassat. Well, the executive vice president is here and will 
testify before you. Mr. Tom Rogers. He is on the list for today. 

Senator O’Manoney. I was trying to determine if they are respon- 
sible people. 

Mr. Cassar. Yes, they are. The president this year is Richard 
Meyer of Evansville, Ind., and the vice president is Mr. Blasco of 
Kansas City. 

Senator O’Manonry. What does the document purport to show? 

Mr. Cassar. The document purports to show the exposure of the 
contract on the collateral. 

Senator O’Manonry. What is the document entitled ? 

Mr. Cassat. “Equity Position of Automobile Buyers en Terms 
Longer Than 24 Months.” 

Senator O’Manoney. That is an authoritative document? 

Mr. Cassar. This has been generally accepted. There were some 
others that were put out that have been withdrawn and these figures 
have been generally accepted now in the industry. In fact, these 
figures—I believe Mr. Rogers can tell you better about this, but it is 
my understanding that these figures have been accepted by the 
National Automobile Dealers Association, and by the American 
Bankers Association. 

Senator O’Manoney. You will understand, Mr. Cassat, that some- 
times I have to ask these questions because the printed record is 
intended for all of the members of the committee and for all of the 
Members of Congress. And it is not always possible for them to 
understand the exchanges between the interrogator and the witness 
and the validity of the testimony that is given “unless the documents 
produced are clearly defined. That is why I ask you these questions. 
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Mr. Cassar. Thank you. This document shows with the heavy 
charted line the wholesale value of the car after it is sold for a period 
of 36 months. This is a $2,200 Ford, 4-door sedan, purchased in June 
of any year and then the curve is charged for the next 36 months, 
based on the red book cash-value figures. And this results in this 
heavy curved line. 

It ends up in 36 months being worth $710 in the red book. As con- 
trasted with that, there are different lines put on here. This one is 25 
per cent down and 30 months. And the line of the note amount shows 
here, and for a period of 1414 months the amount of the note is greater 
than the value of the collateral. 

Senator O’Manoney. In other words, that shows the situation in 
which the car is actually worth less than the balance to be paid on it. 

Mr. Cassar. That is correct. Here is one with 25 percent down 
and 36 months. And in that case the time balance, the gross time 
balance owed by the purchaser exceeds the value of the car for 201), 
months before he cate hes up with it. 

Manifestly, someone is holding the sack on that kind of paper, either 
the automobile dealer with an endorsement or a finance company until 
collateral values catch up with note amount. 

Senator O’Manonry. I have heard it said by some dealers and some 
others who have told me that they have studied this matter, that there 
are many people driving cars today which they have purchased on the 
installment plan who will never own those cars because the length 
of time allowed by the dealer for the installment payments extends 
beyond the time when the car will actually be spill of running on 
the road. 

Mr. Cassat. Well, I am not here to debate what are sound terms. 

Senator O’Manoney. You are in that business. 

Mr. Cassar. My definition of sound terms is that sound terms are 
those that will sell the most automobiles without producing a catas- 
trophic loss ratio, because our business is to provide credit for people 
who are buying things. It must be on a safe enough basis that we can 
continue to do business. 

Senator O’Mauonry. Would you agree that it has some elements 
of cats strophe to a purchaser of the car when the dealer comes to him 
and says, “I have got to repossess, you can’t pay.” That is not a good 
situation, is it, from the point of view of the individual? 

Mr. Cassar. If he has no collateral value, he isn’t harmed. He has 
just been renting his car. 

Senator O’Manonry. He might have been paying money for the 
car 

Mr. Cassar. And we never take a car 

Senator O’Manoney. That he should have paid to feed his babies. 

Mr. CassaT. We never take a car, you know, if we can help it, be- 
cause we always have a loss in them. We lost a substantial amount 
of money through repossessions and we never take a repossession if 
we can help it. We will do anything to avoid a repossession in this 
business. It is an economic loss all around, to the dealer, to the pur- 
chaser, and to us, and usually we get the biggest part ‘of it so we 
struggle to keep the stuff sold. 

Senator O’Manoney. Are these repossessions increasing now or 
decreasing ? 
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Mr. Cassat. No; they are just about normal and very satisfactory. 
Phat is why you cannot tell what the best terms are. Here we are 
elling cars on the craziest terms, presumably, that anybody ever saw 

nd yet collections and loss ratios and re possessions are entirely nor- 

ial. It is pure ‘ly because of the extreme income, the large income of 
the people. That is all—the prosperity that is abroad at the moment. 

Senator O’Manoney. What would you think of the financial sound- 
ess of an advertisement of this character? This is entitled “Biggest 
[rade on Brand New 1956 Buicks” 

Here is how a suburban dealer has managed to set the pace for Buick sales 

the entire Washington area. Here is the offer that pulls no punches, that 
has no gimmicks. We will give you at least $700 to $1,000 in trade on any brand 
new 1956 Buick in our stock. That is right. We said at least. You get $700 

$1,000, even if your trade-in is ready for the scrap heap, even if you have 
»tow it in to us. And you get this fantastic trade allowance on any Buick in 
tock. We are talking about brand new Buicks, not the demonstrators, or com- 
pany cars. Today get with it. Get the deal that is rocking the new car industry. 
See how easily you can afford a big beautiful 1956 Buick. 

Do you think that is a sound financial deal, a thousand dollars or 
$700 for a car that is ready for the scrap heap ¢ 

Mr. Cassar. That is one of the advertisements, of course, that is 
ausing us all a great deal of mental anguish that are connected with 
this business. It is screwball stuff, stric tly. Nobody believes it. 

Senator O’Manoney. Not even the ad writer? 

Mr. Cassat. Why, of course not. 

Senator O’Manoney. I don’t want to get you into a lawsuit for 
libel so I will not give the name of the advertiser. But I will show 
the staff and the witness that it is taken from a Washington news- 
paper. 

Mr. Cassat. Yes. 

Senator O’Manoney. Just within the week. 

Mr. Cassar. Well, it is sucker advertising, bait advertising, you 
know that. If 10 people come in a that ad, and 1 of them they 
an figure out some way to sell him a car, why, they have sold 1 more 
car than they would otherwise. That is 2 the stupidity of some of our 
advertising. 

Senator O’Manoney. We are anxious to find out how many suckers 
there are who have been drawn in on this industry. 

Mr. Cassat. No law has ever been able to protect the sucker against 
himself. 

Senator O’Manoney. And the finance company. Proceed. 

Mr. Neve. Mr. Cassat, I believe you stated earlier that the terms 
in the business were actually set by the dominant company or com- 
panies; is that correct? 

Mr. Cassar. Yes; the small companies and the local banks can do 
1 great deal to hold their own terms in line with their influence on 
their dealers but in the market place you have to meet the terms that 
are established by the bigger companies. 

Mr. Neve. I show you a paper entitled “GMAC Announcement 
to Dealers on Automobiles of General Motors Make.” dated March 
29, 1954. 

Mr. Cassat. Yes, I have it here. 

Mr. Neve. Are you familiar with this particular document ? 

Mr. Cassat. Yes: I have seen it and read it. 
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Mr. Nevitir. Do you know in your area whether the issuance of 
this document or the bringing about of terms and types of business 
described herein had any effect on the long-term financing that you 
have been talking about ¢ 

Mr. Cassar. Well, it caused the wholesale rate to go down to 4 per- 
cent with all of their dealers. 

Mr. Nevitie. Will you amplify that? 

Mr. Cassar. We all had to meet the rate if we kept any of that 
business, and they stressed here the competitive period that we were 
in in the retailing of automobiles, and promised their assurance to 
assist dealers in every way possible. 

Mr. Nevitie. I should like to have this document that I have de- 
scribed marked for the record as an exhibit. 

Senator O’Mauonery. The document may be received. 

(The document referred to follows :) 


GMAC ANNOUNCEMENT TO DEALERS IN AUTOMOBILES OF GENERAL Morors MAKE 
GENERAL Morors ACCEPTANCE CorP., MARCH 29, 1954 


Sales conditions so far in 1954 have shown that this is and will continue to be 
the most competitive year in the retailing of automobiles since the years prior 
to the war. Dealers are aware of this and most are shaping their operations 
to successfully engage in the intense struggle that is traditional in this business. 

In accordance with its past policy, GMAC will do all it can to assist dealers in 
this market. The extent of GMAC’s assistance, both in wholesale and retail 
financing, is evidenced by the fact that in 1953 it handled a total volume of 
almost $7 billion. GMAC is appreciative to dealers of this tremendous volume 
and is continuing in its efforts to make available a financing program that will 
provide maximum help on a basis that will be reasonably sound for the public, 
dealers, and itself. 

GMAC is pleased to announce that it will reduce its wholesale interest rate 
from 5 percent to 4 percent effective on all shipments made on and after March 29, 
1954. Dealers’ wholesale requirements are constantly under review so as to 
realistically finance inventories in line with each dealer's credit and his capacity 
to sell. 

Historically, when the automobile market has been highly competitive, pres- 
sures have always developed on the downpayment and terms structure. That 
situation is again with us. Well thinking and experienced dealers are aware 
that no lasting benefit is gained from engaging in any form of needless terms 
spree. GMAC counsels with dealers to avoid a rash of unsound credits and 
loose terms, yet it is keenly aware that there can be no hard and fast rules under 
prevailing competitive conditions. In this way, GMAC will help dealers in Gen- 
eral Motors cars to secure their rightful share of the market. GMAC wants to 
and will inject into the sales picture the greatest possible flexibility as to down- 
payments and terms. Under today’s conditions, the amount of monthly pay- 
ments on new cars assumes increased importance in completing sales. Experi- 
ence has shown that usually if the customer has an adequate initial equity in 
the car, the number of months permitted for repayment has less significance. 
‘Therefore, GMAC is prepared to entertain acceptance of contracts from dealers 
with somewhat longer new car terms. This by no means suggests that new 
car terms should automatically be lengthened, for no greater disservice can be 
done to a customer than to burden him with a credit cost over and above his 
actual requirements. Even under the current terms structure, more credit is 
given in all too many instances as indicated by the fact that 40 percent of 
GMAC’s customers prepay their accounts before final maturity. Our experience 
indicates that only a small part of this is due to customers trading for another 
car. Hence, GMAC asks that dealers exercise the best possible judgment in the 
application of terms as will best fit the individual circumstances. 

The downpayment problem is somewhat different. GMAC’s current experience 
shows that where downpayments on new cars are less than one-third, re- 
possessions are disproportionately higher, as dealers are well aware. From 
experience, it is most evident that the purchaser must have an investment of 
sufficient amount to make him want to keep the vehicle. Recognizing the need 
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for great care, there will be, nevertheless, instances where the credit of the 
customer will warrant an exception in the standard downpayment requirement. 
For dealers of known good merchandising practices and where the record of 
the customer can justify it, GMAC will participate with the dealer in such 
financing. 

While the foregoing has been pointed toward the sale and financing of new 
cars, it is equally obvious that no new car operation can be completely success- 
ful without a satisfactory disposal of used cars, particularly late models. Again, 
GMAC will afford dealers similar flexibility, with, however, an added word 
of caution. The number of repossessions occurring in the financing of used cars 
is many times that of new cars. This varies considerably by dealer since con- 
ae the car for resale is of great importance. GMAC’s degree of coopera- 

on must of necessity be guided in large measure by the standards set by a 
de aler in his used car operation. 

GMAC will continue to maintain its long established position on constructive 

redit merchandising which its experience in this business has shown is required. 
No other course would produce any permanent good to the dealer, the cus- 

mer, or GMAC. On the contrary, many would be injured. Therefore, to re- 
peat, GMAC will lend every help to dealers and to customers who qualify credit- 
wise, but it can only be on a basis that will make for sound merchandising by 
dealers in General Motors products. 

Mr. NevILie. On page 2 we have the statement that Mr. Cassat was 
referring to: 

GMAC is pleased to announce that it will reduce its wholesale interest rate 
from 5 percent to 4 percent effective on all shipments made on and after March 29, 
1954, 

Further down the page: 


GMAC counsels with dealers to avoid a rash of unsound credits and loose 
terms, yet it is keenly aware that there can be no hard and fast rules under 
prevailing competitive conditions. In this way, GMAC will help dealers and 
General Motors cars to secure their rightful share of the market. GMAC wants 
to and will inject into the sales picture the greatest possible flexibility as to 
downpayments and terms. 

What is your understanding of the phrase, Mr. Cassat, “GMAC’s 
rightful share of the market”? 

Mr. Cassar. All they can get. 

Mr. Nevitix. Do you have any further questions, Senator ? 

Senator O’Manoney. No. Thank you very much, Mr. Cassat. 

Mr. Nevitte. The next witness will be Mr. Lundell. 

Senator O’Manoney. Thank you, Mr. Cassat. 

Mr. Lundell. 


STATEMENT OF L. WALTER LUNDELL, VICE PRESIDENT, CIT 
FINANCIAL CORP., ACCOMPANIED BY C. JOHN KUHN, VICE PRESI- 
DENT AND TREASURER, AND MELBOURNE BERGERMAN, VICE 
PRESIDENT AND GENERAL COUNSEL 


Mr. Nevirie. Will you identify yourself, Mr. Lundell, for the 
record, and also your associates. 

Mr. Lunpe.u. Yes. 

My name is L. Walter Lundell; I am a vice president and director 
of CIT Financial Corp. 

[ am an officer and director of various other CIT affiliates, and sub- 
sidiaries and, more particularly, Mr. Chairman, I am president of 
Universal CIT Credit Corp., the automobile installment financing 
subsidiary operating in over 400 branches in the United States, as we i] 
is through offices in Puerto Rico and Hawaii. 


67272—56—pt. 714 
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I am accompanied here by my associates. On the left is Mr. C. John 
Kuhn, who is our vice president and treasurer; and on my right by Mr. 
Melbourne Bergerman, vice president and general counsel. 

Of course, | am appearing here before the committee, or rather we 
are appearing before the committee, at the request and invitation o{ 
Mr. Neville, and we are appearing in the hope that whatever we may 
be able to say will be helpful to ‘the committee in formulating you 
judgment on this subject. 

Senator O’Manonry. I have been so advised by the committee staff, 
Mr. Lundell, and we welcome you on that basis. 

It may be appropriate to say to you that the committee has under- 
taken this study because, in the first inst: ince, the Attorney General of 
the United States formed an unofficial committee of lawyers and econ 
omists and professors to study the antitrust laws. 

Those laws, under the rules of the Senate, fall within the jurisdiction 
of this committee. The basic antitrust laws of the United States are 
intended to prevent monopolistic practices and abuses which tend to 
lessen competition and restrain trade, as you know. 

There can be no doubt that the world is involved in a cold war, which 
in other words, is an economic war. 

There can be no doubt that it has been the policy of the Government 
of the United States under this administration, and under previous ad 
ministrations, to seek to stabilize the economy of the world. That is 
why the present international policy in its basic terms has been 
adopted. If we are to accomplish that purpose, I think it goes with- 
out saying we must maintain a sound economy in the U nited States. 

Therefore, we are se eking to get facts, and while we have had testi- 
mony from representatives ; of the Federal Trade Commission and of 
the Department of Justice and all of that, and while we talk fr equently 
of amendments to the antitrust law, there is no purpose in questions 
which will be addressed to you to embarrass you, your company, or any 
of the witnesses, for that matter, in any way. 

We are just hoping for a continuation of the general attitude of co- 
operation which we have had in laying out the facts of this very com- 
plex situation so that he who runs may read. 

Mr. Lunpetu. Yes, Senator. 

Senator O’Manoney. Of course, Members of Congress are always 
running, if not for reelection, they are running from one committee 
to another, and from one problem ‘to another. 

You will be helping us very much by your testimony here today 
by providing by your testimony an understanding for the people of 
the United States of this business in which you are engaged. 

Mr. Lunpet. Well, thank you. We will try to cooperate to the 
best of our ability, and answer your questions ac cordingly, sir. 

Senator O’Manoney. Very good, sir. 

Proceed. 

Mr. Nevirie. Mr. Lundell, how long have you been with your 
company ? 

Mr. Lunpey. Well, my official date of employment is registered 
as 1924. However, that is only because I had joined a very small 
company in 1924 which CIT acquired in 1927, so I have actually two 
dates. My official date is 1924, but July of 1927 is the date on which 
I formally became associated with CIT. 





STUDY OF THE ANTITRUST LAWS 3087 


had been an accounting clerk with the other company and had 
joined the company in that capacity. 

Mr. Nevitze. And you have been with the company continuously 

nee that day? 

Mr. Lunpetu. Yes. I regard myself as having 31 years in this 
business. 

Mr. Nevitite. Will you describe the size and type of commercial 

tivity your company is In. 

Mr. Lunpetn. Yes. 

CIT Financial Corp., as you know, has several operating subsidi- 
aries, the largest of which is Universal CIT Credit Corp., and it is 
the automobile sales finane ing medium for the CIT family. 

CIT has other members of its family, three factoring companies, 
who go back all the way to 1808, and have various other dates of 
starting, I think the oldest having started in 1897—I mean, the 
youngest in 1897. 

We also have in our family Service Fire Insurance Co., Service 
Casualty Co. We have Patriot Life Insurance Co. and, I think, those 
ire the principal subsidiaries. 

The factor companies by name are the Commercial Factors, William 
Iselin, and Meinhardt & Co.; then we also have an industrial financing 
subsidiary, CIT Corp.; and our last acquisition is a Tuition Plan, Inc., 
whose business is that of financing tuition for worthwhile students 
and for their parents. 

However, it is my understanding that while I have given an in- 
volved corporate structure so far as CIT is concerned, Universal CIT 
Credit Corp. operates in this country with 400 branches, and has 2 
branches, 1 in Puerto Rico and 1 in Hawaii. 

So far as its capital structure is concerned, our net worth is some 
$220 million, most of which is really applicable to the automobile 
installment end of our business. 

Mr. Nevitte. Where do you stand in the market place in comparison 
with General Motors Acceptance Corp. ? 

Senator O’Manoney. Before he answers that question, Mr. Neville, 
may I ask you, Mr. Lundell, please, to supply for the record a formal 
statement of the corporate structure which you have described ex- 
temporaneously now. 

Ur. LunpEtL. Yes. I can send that to you, Mr. Chairman. 

Senator O’Manoney. That would be per fectly acceptable, and we 
will put it in the record, showing the names of the various subsidiaries 
and affiliated corporations. 

Mr. Lunpewu.. Yes, sir. 

Senator O’Manoney. The States in which they were incorporated 
and the function which they perform in the overall picture. 

Mr. Lunpeti. Yes; we will be very glad to do that. 

Senator O’Manonry. I am sorry to have interrupted you. 

Mr. Nevittr. I had asked you to identify yourself in a comparative 
way with the other larger factors in the finance market. 

Mr. Lunpet.. We are the largest of the independent finance com 
panies in this country, and by using the term “independent,” I mean 
thi at we have no ownership other than the some 9,300 stockhol lers 

who are scattered throughout the country, and beyond the country’s 
borders undoubtedly, and we have no comparable situation to the 
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relationship that exists between GMAC and General Motors who, as 
we understand it, are the sole owners of their stock. 

Senator O’Manonrey. I understand, then, that your company is not 
a subsidiary of any other ¢ 

Mr. Lunpei. No. 

Senator O’Manoney. It is the parent company, it is not a sub 
sidiary ¢ 

Mr. Lunpev.. That is right. 

Senator O’Manonry. What proportion of the stock of the company 
is owned by the executive officers 4 

Mr. Lunpe.u. Well, I don’t believe that I have that at my disposal. 

Senator O’Manoney. Take your time. 

Mr. Lunvetu. We will be very glad to develop it. 

Senator O’Manoney. You no doubt report that to your stock- 
holders? 

Mr. Lunpevy. That is right. 

And we will have to furnish you with the information. 

Senator O’Manoney. If you will, sir. 

Mr. LuNDELL. Yes, sir. 

Mr. Nevinie. Can you tell us how much you have in outstanding 
automobile paper at the present time? 

Mr. Lunpeutt. Yes. We have approximately $1,200 million, involv- 
ing over a million customers throughout the country. 

Mr. Nevitie. Is that both wholesale and retail ? 

Mr. Lunvetu. No, that is just retail. 

In addition, we finance for dealers at wholesale, and probably have 
somewhere between 275 million to 300 million outstanding. 

Mr. Nevitie. You service, I assume, all of the manufacturers in the 
automobile business ¢ 

Mr. Lunpve... We service all of the dealers of all of the manu- 
facturers, Mr. Neville. There is a eae 1 suppose that in that 
sense we also service all makes of ca 

Mr. Nevitte. Thank you. That j is athe point I was making. 

Can you tell us the percentage of the General Motors market you 
have at retail as compared to the balance of the market you service 4 

Mr. Lunpett. Mr. Chairman, may I interject at this time that we 
have furnished counsel and the committee with a record of the detailed 
volume figures for our company. We have always regarded it as 
rather confidential. 

If you insist upon my making them available publicly, I shall 
certainly do so. I can say this—and they can be verified by the 
figures—that the proportion of General Motors product financing 
that we do is very, very small, and is not at all significant in our 
picture. However, I will place myself at your disposal, sir. 

Senator O’Manoney. Well, unless the staff feels that there is some 
relevant purpose for putting in the actual figures, I would be quite 
willing to accept the statement of the witness. 

Mr. Lunpevi. We will be glad to furnish any detailed breakdown 
to the committee. 

Senator O’Manoney. I understand. It is just a question of public- 
ity, which you think might not be altogether agreeable. 

“Mr. Lunpetn. We have always held them confidential. 

Senator O’Manoney. The figures are available to the committee! 
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Mr. Lunpety. You have the figures, and we will be glad to supple- 

ent them in any way the committee desires. I can only reiterate 
vhat I have said, that they are not significant in terms of General 
Motors. 

Senator O’Manoney. Let me get this clear. Did I understand you 
to say that the amount of business you do with General Motors dealers 
s insignificant also? 

Mr. Lunpew. Relatively small. 

Senator O’Manoney. Relatively small. 

Mr. LunpDELL. Very small. 

Senator O’Manoney. So that your business is primarily with dealers 
f other makes of cars? 

Mr. Lunve.z, That is right, sir. 

Senator O’Manoney. Does any one make of car have a preponder- 
ince of your business ? 

Mr. Lunpew.. Yes. 

Senator O’Manoney. Which make is that? 

Mr. Lunpety, The preponderance of our business is with the Ford 
product dealers; second, it is with the Chrysler product, as would be 
expec ted; next with the independents; and last, it is General Motors. 

Senator O’Manoney. And who are the independents? 

Mr. Lunpeti. The independents are Studebaker-Packard, and 
Nash-Hudson, with whom we have had a relationship going back in 
some way or another to 1916. 

Senator O’Manoney. And that prompts another question. 

With how many makes of cars has your company dealt during the 
time you have been associated with them ? 

Mr. Lunpety. Well, I would say this—of course, I have already 
told you that I joined the company in 1924, for practical purposes— 
and we have dealt with every make of car that has been on the market 
during that period of time, and I don’t happen to know the number. 

I might say this: that we have also had a relationship with the 
truck manufacturers, many of them, that has been comparable to the 
passenger-car relationship. 

Senator O’Manoney. Would you agree that there are far fewer 
manufacturers of cars today than there were when you began to be 
ifiliated with this business? 

Mr. Lunpextu. Oh, yes. 

Of course, we have seen the great ebb and flow of cars over the years. 

Senator O’Manonry. There are fewer manufacturers now than at 
iny time in your experience; is that not a fact? 

Mr. Lunpew.. Oh, yes. 

Mr. Nevitie. What are the reasons for the small percentage of busi- 
ness in the GM product? 

Mr. Lunpevu. Well, I think there are two reasons. 

May I interject here, Mr. Chairman, that I did not bring a prepared 
statement; as you well know, I was called down here on Friday after- 
noon. Therefore, I have made some notes that I would like to use as a 
guide. And I knew that you were going to specifically inquire as to 
our failure to get more GM business. 

And our answer, I think, to that question is probably twofold: The 
first, and probably by far the most important, is that GMAC is a 
subsidiary of General Motors; it has been in existence for over 30 
years as a part of the GM family, and the fact that in the postwar 
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period there have been tangible as well as intangible factors at 
work seems to us to have made for a minimum incentive for dealers 
to move outside the orbit of the GM family. 

Now, in reverse, the same reasons exist where, because in our case 
we have had a historical relationship with the other manufacturers, 
notably the industry as a whole, for Chrysler, the independents, the 
truck manufacturers—that business, we believe, has tended to be the 
area in Which we have husbanded our resources. 

The second point of difference, I think, is that there are in fact tw: 
automobile markets from an automobile finance company point of 
view. There is the GM market, and there is the non-GM market. 
(iM, of course, does not move into the non-GM market, and the non 
GM finances also move into the GM products to the extent that they 
can do so. 

And Mr. Cassat’s figure, I think, of some 10 percent of his business 
in General Motors’ field is a real credit to his company’s ability to 
penetrate that market. 

Senator O’Manonry. They would like to get into the GM, but they 
find it difficult to do so 4 

Mr. Lunpeiy. I would like to underline that we would like to get 
into the GM and have not successfully done so. I don’t think there 
is any question about that. As a matter of fact, it is true of all the 
other finance companies, including banks. 

Senator O’Manroney. Is there any economic reason for your failure 
to get into the GM market? 

Mr. Lunpevi. I wonder if you would tell me just what you mean 
by the term “economic” ? 

Senator OManonry. I am talking in terms of the financial project 
which you offer. 

Mr. Lunpexi. I would think not significantly; no, sir. We operate 
throughout the country. We are in the same position that Mr. ieee 
has already testified to: we meet the market. We are essentially, in 
spite of our size, a local company. We operate as a local company. 
Our branch managers are local men in the community, and our whole 
philosophy and technique has been to reach into the community as if 
we were highly localized. 

Senator O’Manoney. Well, do you mean by that that your branch 
managers are autonomous in running their branches? 

Mr. Lunpevi. No; not at all. They are part of our family, and 
are employees of the company, as I am. 

Senator O’Manoney. So that they are not local in the sense of being 
local independent operators ¢ 

Mr. Lunpewu. No. 

Senator OMantoney. Now, then, what is your experience in obtain- 
ing the money which you must borrow to carry on your operations / 

Mr. Lunpevt. Well, CIT in the market place has a preferred posi- 
tion. And in that respect it is second to no one in ability to obtain 
the funds necessary to conduct our business. Mr. Kuhn here on my 
left can elaborate on that if you wish him to. But I think that our 
credit rating can be said to be second to none. 1 would like to empha- 
size that. And when I have said that I have said everything. 

Senator O"Manonry. When you say you have a preferred position, 
what do you mean by the use of the word “preferred ?” 
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Mr. Lounpe.i. 1 mean that we are regarded as a preferred credit 
sk by bankers; that we get the prime rate that is effective tod: ay 
dday it is a 314 percent prime rate. 

Senator O’Maronry. From bankers ? 

Mr. Lunpenti. Yes. That is made available to the leading com 
nies of this country, including, I believe, GMAC., 

Senator O’Manonery. Well, those loans are under the Federal Re 
serve Board regulation, of course, like all other business loans / 

Mr. Lunpev.. That is right, sir. 

Senator O°’Manonry. Now, do you borrow on unsecured paper ¢ 

Mr. Lunpeiyi. All of our borrowing is unsecured ; we borrow on our 
veneral credit rating. And our borrowing falls into two or three 
broad categories, [ would think. And it may well be that Mr. Kuhn can 
elaborate on what I have to say. 

Senator O°’Manonery. I would like to know the sources in addition 

) banks to which you go for the money you need. 

. LuNpELL. We have bank borrowings through the banking sys 
tem. We have commercial paper users who purchase our commercial 
paper, and they are the leading companies, and large, small, and 
medium, throughout the country. 

Senator O’Manonry. When you say they purchase your commer 

al paper, I take it you mean that you sell them the paper you have 
taken ? 

Mr. Lunpeti. That is right, sir—no, no, we sell our notes to 
em 

Senator O’Manonry. Your own notes / 

Mr. LuNpELL. Yes. 

Senator O’Manoney. Your own corporation notes ¢ 

Mr. Lunpeci. Yes. Lamsorry. I misunderstood that. 

Senator O’Manonry. At what rate of. interest. do you float those 
notes ¢ : 

Mr. Lunpei. It is a variable, and the present market, 1 think, is 
‘Te percent. 

Is that right, Jack? 

Mr. Kunun. That is a top rate, the longest paper 

Senator O"Manoney. Nine months’ paper is 27% 4 

Mr. Kunn. That is right. 

Senator O’Manoney. What is the shortest paper ‘ 

Mr. Kunn. Thirty-day paper, which is 244 percent. 

Senator O’Manoney. Do you know of any ‘other cheaper paper? — 

Mr. Kunwn. I do not, outside of bankers’ acceptances on occasion, 
ind of course, Treasury bills, Government paper. But we get the 
liowest rate. 

Senator O’Manoney. How about brokerage / 

Mr. Kunn. We pay no brokerage on our own sales of commercial 
paper. They are our short-term promissory notes which we sell to 
innvestors. We pay no brokerage, as do none of the leading finance 
ompanies. 

Senator O’Manoney. Do you issue any bonds? 

Mr. Kunn. Yes. 

Senator O’Manoney. Debentures / 

Mr. Kunn. Yes. 

Senator O’Manonery. What rate of interest do the bonds carry / 


+] 
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Mr. Kunn. That depends upon the market at the time. We are 
entitled to and receive, or rather pay, the prevailing top credit rate, 
depending upon the vagaries of the market. At times we have financed 
on a long-term basis as low as 234 percent, 15-year borrowings; and 
other times we have financed long borrowings at a rate as high as 4 
percent. That is a matter of the market for long-term money at the 
time. 

Senator O’Manonry. Do your bonds sell at a premium or at a 
discount ? 

Mr. Kunn. Ata premium. 

Senator O’Manionry. What is the premium ¢ 

Mr. Kunn. Well, our most recent issue last September was $100 
million of 15-year debentures, which carried a 35g percent coupon, 
and they were sold publicly to yield 334 percent. They are now 
selling at a premium of about a point to a point and a half to yield 
some 5.55 to 3.60 percent. 

Senator O’Manoney. What was the rate of interest ? 

Mr. Kunn. The coupon rate was 35g percent, sold at a discount to 
y ield: 3/4, 

Senator O’Manoney. These were debentures? 

Mr. Kunn. That is right. 

Senator O’Manoney. Subject to what prior obligations? 

Mr. Kunn. Subject to no prior obligations. 

Senator O’Manonry. No prior obligations at all? 

Mr. Kunn. That was a senior debt, as we call it. 

Senator O’Manonry. Do you have any junior debt ? 

Mr. Kunn. Yes, we do. 

Senator O’Manonry. What is that ? 

Mr. Kounn. We have outstanding $75 million in subordinated debt 
which we call senior subordinated debt, and $50 million junior 
subordinated debt. 

Senator O’Manonry. What is the difference between the senior 
subordinated debt and the bonds, and then the difference between the 
senior subordinated debt and the junior subordinated debt. 

Mr. Kunn. I think the simplest comparison that I can give you 
would be to say that our senior debt is equivalent to a first mortgage. 
Our senior subordinated debt is equivalent to a second mortgage, 
and our junior subordinated debt is equivalent to a third mortgage. 
That is not — the case, but that is an analogy. Of course, they 
are all unsecured, but their rate is in that order—first claim, second 
claim, and third claim on the assets and earnings of the company. 

Senator O’Manoney. And the third claim pays what interest ? 

Mr. Kunn. Well, you can’t compare the present interest rates on 
these outstanding subordinated issues with the senior issues, Senator, 
because they were issued at varying times. It happens, for example, 
that some of our subordinated debt carries a lower coupon than some 
of our senior debt, because at the time of issuance the money market 
was tight, and it caused us to pay a higher rate. 

Senator O’Manonry. Would I be right in assuming that those 
would be older obligations than the ones to which you refer ? 

Mr. Kuunn. Yes 

Senator O’Manionery. What has been your latest issue ? 
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Mr. Kun. The one I just mentioned to you, the $1 million issue, 
by September 

Senator O’Manonry. Last September ? 

Mr. Kuxn. That is right. 

Senator O’Manonery. That interest is what ? 

Mr. Kunn. That was sold with a 354 coupon, to yield 334 percent, 
now selling at a premium in the open market. That was a public 
ssue. 

Not all of our issues are public issues. Some of them are funds 
privately obtained from individual investors, being largely the in- 
surance companies and other institutions. 

Senator O’Manonry. Thank you very much. 

Mr. Kunn. All of the subordinated was privately placed. 

Senator O’Manonry. All of the subordinated were privately 
placed—not publicly offered ? 

Mr. Kunn. Not publicly offered. 

Mr. Nevittr. What is your ratio of debt to capital ? 

Mr. Lunvext. Oh, about 6.4 percent to our net worth in the sense 
that you are asking. That does not take into consideration these 
rather involved subordinated ratios that actually tend to change the 
debt ratios for certain types of debt. And if you consider certain of 
these subordinated issues as capital or semicapital, the bank debt or 
the commercial paper ratio runs at the ratio of about 4.5 to 1, is that 
right ? 

Mr. Kunn. Four and a quarter. 

Mr. Lunpetu. However, looking at all borrowed funds of this com- 

any that you are talking about, it is abel 6.4 percent. 

Mr. Nevitie. It has been stated here earlier, Mr. Lundell, that 
GMAC has a ratio of something about 15 to 1. In your opinion, does 
the disparity in the ratio place you at a competitive disadvantage 

Mr. Lunpexy. No; I do not think that we feel that way. I believe 
that while I have heard that figure quoted and it is so, it probably is 
more one of form than of substance in the true sense of the word, 

Do you wish to add anything to that? 

Mr. Kunn. Yes,mayI? I think this whole question of ratio needs 
clarification, Mr. Neville. I have listened to some of the testimony 
here and various ratio figures have been used, not by design, of course, 
to mislead or anything of the sort, but without proper clarification 
as to the meaning of a particular ratio there are actually several ratios, 
depending upon the method you care to use. There are two common 
ones, 

One is the overall debt to net worth, being capital funds. And 
actually, on that basis, including all current debt which is the conserv- 
ative way to take it—and it is the way we always use the figure—our 
figure as of September 30 was 7.27 to net worth, whereas GMAC’s 
figure as of the same date was 13.8. If you take—— 

Senator O’Manoney. Were these on the same basis? 

Mr. Kunn. These are comparable figures—absolutely comparable 
figures. If, however, you take the ratio of senior debt to the total of 
all subordinated funds and capital, such subordinated funds being 
the basis for the issuance of senior debt, our ratio as of September 30 
was 4.22 times, and GMAC’s comparable figure was 5.27. 

Just to get the record straight. ‘Those are actual figures. 
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Mr. Nevitie. Is it not true that you have an advantage profitwise 
on the amount of your invested capital when you have a higher bor 
rowing capacity ¢ 

Mr. Kuun. Yes. 

Mr. Lunpre vn. The leverage that you get? Yes, sir. 

Mr. Nevitte. So to that extent a company could obtain the higher 
ratio of debt to capital in the sense that we have been discussing it in 
your answer, and you would have a competitive advantage in the 
market place; is that not correct ? 

Mr. Kuun. Correct. 

Mr. Lunpeiy. That is right. Again, you have to differentiate be 
tween the two types of situations that you are looking at or talking 
about. 

Mr. Nevitte. Why does GMAC get the better rate? 

Mr. Lunpent. Well, I suspect that you will have to get that type 
a better rate’ I am sorry. 

Mr. Nevitie. A better ratio. 

Mr. Lunpevyi. A better ratio? 

Mr. Nevitie. Excuse me. 

Mr. Lunpewu. | suspect that you will have to make inquiry of the 
GMAC executives—we assume that it is the relationship with General 
Motors. 

Mr. Nevitite. What is the percentage of the automobile finance 
market that you have at the present time—I mean as among the 
finance companies—do you have any figure that would show th: at you 
have X percent of the automobile ret: ail finance done by the finance 
companies é 

Mr. Lunpewu. Let me just elaborate on the question of the out- 
standing automobile debt, if I may. 

As of the end of September there were $13.9 billion outstanding in 
automobile consumer debt. As we all know, that figure is the highest 
it has ever been and is some $31, billion higher than at the end of 
December 1954. 

The distribution of that debt, according to the Federal Reserve 
figures, is something like this: $7.7 billion or 56 percent. was handled 
and was in the possession of the sales finance companies ; $4,900 million 
or 35 percent was financed by banks; and all others who carried their 
own paper and other types of lending institutions, at about $1.3 billion 
or 9 percent. 

So far as CIT is concerned, quick figuring would indicate that we 
have about 14 to 15 percent of all of the paper outstanding by sales 
finance companies. That is the figure of $1,200 million that I referred 
to earlier, related to the $7,700 million. 

I might say this, that it is generally recognized that prior to the 
war that the sales finance companies have most of the outstanding 
automobile paper. 

Since the war, of course, we know that there have been a great many 
competitive factors enter into our particular business, the least of 
which is the banking fraternity who today, through some estimated 
eight or ten thousand banks, do in fact participate in financing auto- 
mobile installment paper. Some of them do not operate directly with 
the dealers as sales finance companies do deal, but many do. And for 
practical purposes we regard ourselves as being in competition, not 
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mly with the sales finance companies fraternities throughout the 
ountry, but with the banking fraternity as well. And they in turn 
regard themselves as being in competition with us, I am sure. 

Mr. Nevitie. Could you give us a percentage figure on the Ford 
business done in 1954? We went over that earlier, and you said you 
would prefer to leave it in general terms. 

Mr. Lunpevyi. The percentage of our Ford business! Of course, 
that isallofa package. I have asked that we be permitted not to place 
on the record these percentages, not because we are not willing to give 
them to the committee for their perusal but because we have ‘felt that 
we regarded it as confidential information. 

If you feel that it is completely necessary, why, then, that is a 
lifferent situation. I have indicated that the ratio of our Ford busi 
ness is the greatest, Chrysler next, and the independents next. 

Mr. Nevitie. You feel even a general percentage figure would be of 
ome competitive disadvant: age to you 

Mr. Lunpety. We prefer not, but again, Mr, Neville, the degree of 
nsistence is going to govern. 

Senator O’Manoney. Let me say that, for the present, the ruling 
of the Chair will be that the question need not be answered, inasmuch 
is you have provided us with the actual figures, and they are available 
to the committee as a whole. We will not spread them on the public 
rec ‘ord. 

If, however, it should be necessary in the preparation of the report 
which we will eventually file, then we will consult you again before 
making any use of them. 

Mr. Lunpewi. That will be fine. We want to cooperate in the maxi 
mum way. 

Senator O’Manonry. The committee wants to cooperate with the 
witness. 

Mr. Nevintr. Do you have any further questions, Mr. Chairman é 

Senator O’"Manonry. Yes, I do. 

I was interested, Mr. Lundell, in your statement about the fact that 
some banks engage in dealer financing and some do not. 

Mr. Lunpenn. Yes, sir 

Senator O’Manonry. Some banks are your competitors and some 
ire not ? 

Mr. Lunpewu. Yes, sir. 

Senator O’Manonry. Do you know the reason for this / 

Mr. Lunpe.u. Yes, sit 

Banks deal with this problem on 1 of 2 bases. They either ad- 
vertise directly to customers and encourage the customer to come in 
ind make his financing arrangement with the bank and, in effect, 
you might say, that it can be a loan. Many times the money is ad 
vanced probably even before the car is purchased or the selection 
made, 

Finance companies do not conduct their operation in that manner; 
at least we do not. 

The other group of banks set up what are, for practical purposes, 
small finance companies within their banks, and they solicit the paper 
through the dealer organization and buy in very much the same man- 
ner that a finance company does. 

You understand, of course, that a finance company, at least our type 
of operation, buys the receivables from the dealer, after having chec ‘ked 
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the credit and approved the transaction, et cetera. That is the line of 
demarcation. 

In effect, both types of outstanding enter into the aggregate install 
ment automobile debt. 

Senator O’Manoney. Is the competition keen with those banks with 
whom you do compete ¢ 

Mr. Lunpeti. Very keen; yes, sir. 

Senator O’Manonry. And what are the factors that would dif- 
ferentiate between the bank loan and the CIT loan, or let me put it in 
a different way: 

What offer do you make which a bank will try to meet, or vice versa? 

Mr. Lunpeti. Why, I think we meet on the level of service, pri- 
marily, Mr. Chairman. 

As Mr. Cassat said, we are, in effect, wholesalers of money. We 
gather the money together for distribution throughout the country at 
the levels of local business, namely, where the small merchant is con- 
ducting his operation, and we furnish him the money for the conduct 
of that affair. 

Senator O’Manonry. Now, ordinarily, of course, as the country 
grew, it was the banks who were the merchants of money in the com- 
munity, and not the finance companies organized in some other State 
which came in ¢ 

Mr. Lunpetz. That is not so. That just does not happen to be so in 
connection with our growth. If you will think of this 

Senator O’Manonery. Well, I was not referring particularly to your 
growth. 

Mr. Lunpety. I would like to talk just about this particular prob- 
lem, as we have seen it. We have tried to picture this time situation 
in our own minds ina threefold way. And I might say that beginning 
probably as early as 1916 and continuing into the late twenties or the 
very early thirties the concept of mass financing, along with mass 
production and along with mass distribution, was coming to a sort 
of a maturity. And the finance company at that time was the only 
financing institution that met the demands of the economy at that 
time. 

The banks, generally speaking, frowned on this type of credit. 

And I recall being in Chicago, ‘which is my home, when Mr. Trailer, 
who was then, I think, president of the First National Bank of 
Chicago, was very much concerned with the industry as a whole. He 
was giving vent to the prevailing feeling that we had too great a debt, 
that finance companies had overextended themselves, et ceters a, et 
cetera. 

Of course, actually it so happened that probably no segment of our 
credit gave a better account of itself than in the automobile installment 
field, and the effective collection and payment by the average cus- 
tomer in the early thirties, I think, was one of the phenomena that 
we saw, 

Now, then, the next era was what I regard as the growth period 
again, after the depression, when financing as a concept extended into 
the ec onomy in still a broader way. It was the time of home-modern- 
ization loans. It was the time of the appliance financing on time. 
And, of course, the automobile, too. 

Then came the war and our business became liquidated, for prac- 
tical purposes. 
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Now the banks in the later thirties did participate in some of that 
expansion. 

Then during the war we had the liquidation of our business for 
practical purposes. 

' At the end of the war the finance companies and the banks then 
began to compete in the market place for this growth business which 
has reached such unprecedented heights as it is today. 

Senator O’Manoney. Well, I take it that Mr. Trailer was one of 
those who, believing that finance companies had overextended their 
credit, was of the old-fashioned type who thought that it was better 
to save than to spend. 

Mr. Lunpe.y. Well, of course, I do not happen to know how Mr. 
frailer felt, but I do know this much—— 

Senator O’Manoney. I thought that was what you said. 

Mr. Lunpe.u. I do know this much: The finance companies brought 
into this economy a very dynamic force and, as a matter of fact, lL 
daresay there is no greater saving medium than the well-run finance 
operation today because it is the—I think that it is—we would be bet- 
ter to call it, at least insofar as durable goods are concerned—a con- 
sumer capital financing plan because that is in truth what it is. 

Senator O’Manoney. Well, that is what I was getting around to. 

Of course, I did not want to go back as far as Benjamin Franklin, 
who preached thrift as the source of all progress; but in a recent copy 
of some financial journal I read a statement by a man who holds a 
prominent place in the financial world, who was really raising the 
question of whether installment debt is not, after all, perhaps a good 
form of saving and that one should not be thrifty at the expense of 
incurring installment debt to purchase certain types of commodities 
which the modern technical world provides. That, I take it, is what 
you are saying? 

Mr. Lunpveiy. That is right, sir; except that I suppose that I am— 
if I may say so—I am emphasizing it to a greater extent than possibly 
you are saying because that is the way I feel about it. I have seen 
it in operation. 

Senator O’Manoney. What, in your judgment, then, is the measure 
of the period during which installment debt should be allowed to be 
built up on automobiles ? 


Mr. Lunpety. You now are asking me the question what is the 
maximum time? 

Senator O’Manoney. Yes, what is the maximum time for repay- 
ment ¢ 

Mr. Lunpetu. Well, let me say this: That I think we are in a busi- 
ness that has been testing the market in terms of what is sound in 
terms of repayment. 

I recall in the midtwenties when 12 months was the accepted term, 
accepted maximum term, and then because of changes of price struc- 
ture and, I dare say, other competitive factors, there was a movement 
into 15 and 18 months, and the finance fraternity looked askance on 
that length of time insofar as it being a period in excess of the time 
that a prudent borrower or a prudent purchaser should take. 

On the other hand, I think we were as wrong in talking about 12 
months as we might be 50 months today. and we have had to test the 
markets and recede from the excesses, because I feel that in our in- 
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dustry we have some built-in stabilizers that will catch up with us very 
quickly if we embark ona program of unsound terms. 

Now, in the last year and a half, and I have a little difficulty in 
putting it down in terms of actual time, but if I were to generalize | 
would say that in mid-1954 beginning in about July or August ther 
was a movement upward from the generally accepted 24 months into 30 
months, and in some cases even up to 386 months, and then there was 
that cycle of about 12 months ending with about July of this year when 
you saw people advertising excessively long terms, and somebody was 
buying them. 

I think there was much more publicity on the subject than actually 
took place. But now I think the fraternity, that is, the financing 
fraternity, has maximized its time at 36 months, and is moving some 
what back. 

I believe that of more concern even than the time factor is the posi 
tion relative to purchaser equity, and I think that all finance companies 
are moving into something eliminating what I would call the peri- 
pheral bad practices that crept into the industry; payments, for ex- 
ample, over 36 months or under 25 percent down, things of that kind. 

But we are not in a business that is an exact science. It cannot be 
measured with that preciseness; and, I might say this, that with it all, 
the ratios of past due and losses, and so on, has exceeded the fondest 
expectations, and has been running below normal for most of us. 

Senator O’Manonry. Would you encourage or discourage a dealer 
who was giving 36 months? 

Mr. Lunpeti. Well, I would say this: That we cannot get too ex- 
cited at the good credit up to 36 months provided it is accompanied 
with a proper downpayment. 

A combination, however, of, let us say, 15 percent down, as we have 
seen deals submitted, with 36 months, we do not think is either good 
for the customer or for the dealer or ourselves; and we are in a sense 
sort of a trustee for—— 

Senator O’Manoney. Period for repayment would be governed by 
the size of the downpayment ? 

Mr. Lunpeti. No, I would not think so. 

Senator O’Manoney. Well, I understood that to be what you said. 

Mr. Lunpewy. I would say this 

Senator O’Manoney. You said 36. 

Mr. Lunpew. I would say this: It has a relationship to it. 

Senator O’Mauoney. It has a relationship. I will adopt your 
language. I want to get your thoughts on it. 

Mr. Lunpve.u. It is not quite that precise, Senator; I have not found 
it to be. 

On the average, our portfolio today on new cars is being financed for 
slightly under 30 months, I think about 29 months; on the late-model 

cars for about 22 months, and for older model cars something under 15 
months. Those figures, I recall, so that that happens to be our cor- 
porate practice. 

Senator O’Manonery. Are you aware that—I assume you are—ac- 
cording to the statistics of the economic advisers of the President, the 
automobile credit now is by far the largest branch of all installment 
credit outstanding ? 
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Mr. Lunpeui. Oh, yes; and, of course, the reason for it is that pro 
luction has reached in recent years rather unprecedented heights and. 
| might say, production and sales. 

Senator O'Manonry. Let me ask you another question. You spoke 
if two markets. 

Mr. Lunpeui. Yes. 

Senator O’Manoney. The GM market and the non-GM market. 
Would you amplify your views about that, please. 

Mr. Lunpvein. Well, it seems to me that in the light of the way 
(;eneral Motors is selling its products and the fact that GMAC 1s 
vholly owned by GM, that you cannot look at the whole as a part of 
the automobile industry. 

It is a great fluid movement in this whole situation moving from 
the non-GM to the GM, and from the GM back to the non-GM in 
terms of the way cars are sold and the acceptability of products, and 
so on and so forth. 

In addition to that, it would seem to me we know that GM has about 

50 percent portion of the automobile market in the country here. 
So that being so, the fact that GMAC’s relationship is only with GM 
products, it does not seem to me that any relationship of GMAC to the 
total market has any significance. 

Senator O’Manoney. Well, inasmuch, as you have General Motors 

is, let us say, 50 percent of the automobile market, and you say that 
for financing there isa GM and a non-GM market, does that not amount 
to saying that for all practical purposes you, as an indepe ndent finane- 

ng corporation, are excluded substantially from the GM market ? 

Mr. Lunpevyi. Well, I think you have to relate it to the statistics of 
the situation. 

Senator O’Manoney. Well, of course. 

Mr. Lunpetit. GMAC finances, as I understand it, somewhere in 
the area of about 40 to 50 percent. This is—I do not have their 
figures, I would like to reiterate—I am not an expert on GM or GMAC, 
and I am sure that the testimony you will get from the executives of 
that company will be more enlightening. “But if they have from 40 
to 50 percent of the time m: irket, it is self-evident that the rest of us 
who do all of the financing, and that includes banks and other finance 
companies, have a more limited market than in the case of the non-GM 
market, where there are no factories that have factory-owned finance 
companies. 

Senator O’Manoney. What is your judgment as to the general 
effect of this situation as you have described it ? 

Mr. Lunpetw. Well, I think the general effect has meant that we all 
work harder and try to serve the automobile-selling industry better 
in an attempt to penetrate the market as effectively as we can. 

Senator O’Manonry. Well, you did state that the fact that General 
Motors owns GMAC gives GMAC an advantage so far as the General 
Motors market is concerned. 

Mr. Lunpe.yi. That would be our feeling. 

Senator O’Manonry. No question about it. 

Mr. Lunpexi. And I would almost feel it would be self-evident, 
Senator. 

Senator O’Manoney. No question about it. 

The previous witness made exactly the same statement, and you 
agree with him? 
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Mr. Lunpeuu. Yes, I think so. 

Senator O’Maunoney. So that if the precentage of the market held 
by GM continues to increase, and likewise the GMAC percentage 
would increase ¢ 

Mr. Lunpeuy. I would think so, yes, sir; as long as they remain 
compet itive in their pract ices, and they do. 

Senator O’Manoney. ‘The general counsel of the committee advises 
the chairman that he is taking too much time, that there are some other 
witnesses. 

You proved a very interesting witness. 

Mr. Lunpev.i. Thank you, sir. 

Senator O’Manonry. You proved a very interesting witness, Mr. 
Lundell, and as a result, I spent more time with you than I should 
have. We are very grateful to you, sir. 

Mr. Lunpeti. Thank you very much. It has been a pleasure to 
be with you, Senator. 

Senator O’Manoney. Thank you. 

Mr. Lunpeti. Thank you, Mr. Neville. 

(The following information was supplied for the record by Mel- 
bourne Bergerman, vice president and general counsel, C. I. T. Finan- 
cial Corp. :) 


When Mr. Lundell testified before your committee on November 28, Senator 
O’Mahoney requested that we furnish to the committee (a) a schedule showing 
the subsidiaries of C. I. T. Financial Corp. and the States of incorporation 
and the functions of each subsidiary; and (b) a statement showing the stock- 
holdings of the officers and directors of C. I. T. Financial Corp. In compliance 
with the request, we submit herewith (1) a schedule showing the principal 
subsidiaries of C, I. T. Financial Corp. with the State of incorporation of each 
subsidiary and its function duly noted; and (2) a statement showing the com- 
mon stock of C. I. T. Financial Corp. beneficially owned by its directors and 
principal officers. 

We believe that the two enclosures will give the committee the desired infor- 
mation. We have, however, the following comments concerning the two en- 
closures : 

The schedule of subsidiaries is a listing of our principal subsidiaries rather 
than a listing of all of our subsidiaries. Minor and inactive subsidiaries which 
are not significant in the instant consideration have been omitted. A description 
of the function of each listed principal subsidiary is necessarily a brief suggestion 
of its function and is not a detailed description of all of its powers or activities. 

The statement of stock ownership (which is taken from our proxy statement 
for our most recent annual meeting of stockholders) shows the number of shares 
beneficially owned by the directors and principal officers of C. I. T. Financial 
Corp. on February 1, 1955. This is the latest specific information that we have, 
and it was obtained for SEC purposes. The stockholdings of these officers and 
directors may have changed somewhat since February 1, but probably there has 
been no material change. Stockholdings of other officers of C. I. T. Financial 
Corp. and of its subsidiaries are not reflected in the enclosed statement, and 
we do not have such information. We have not computed the percentage of 
C. I. T. Financial stock owned by its directors and principal officers because, 
as you will note from the enclosed statement, substantial amounts of stock are 
owned by certain corporations and trusts in which some of the directors and 
officers have beneficial or legal interests. So that the committee can compute 
the percentage on such basis as it thinks proper, the enclosed statement sets 
forth the number of shares of stock outstanding on the record date for the 
annual meeting. The number of shares outstanding to date is approximately 
the same as the number of shares shown. 

We trust that the information given herein and in the enclosures will be ade 
quate for the committee’s purposes. 
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C. I. T. FINANCIAL Corp. 
(Incorporated in Delaware) 


Principal subsidiaries 


Function 


Holding company—aut 


Automobile financing. 
Do. 
Do 
Do. 
Do. 
lennesse¢ Do. 
West Virgin Do 
Hawai Do. 


Delaware Do 


lo Purchasing instalment 
New York Che writing of auton 
damage insurance. 


Do 


Automobile and indus 
Holding company—i! 
ng 


Industrial financing. 
Factoring. 
Do 
Do 
he writing of life 
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omobile 


ree 


i0bu 


mon stock beneficially owned by its directors and principal officers (as shown 


proxy statement furnished to stockholders with notice of anni 
f stockholders held Apr. 26, 1955) 


nfritz Achelis 
igh B. Baker 
felbourne Bergerman : i 2, 050 | Morton J. May. _-_- 


erick H. 


Brandi__ 100| Thomas May 


Emil C. Chervenak 
thur O. Dietz 
nley B. Ecker 

lorton Goodspeed- 
tude L. Hemphill 

lenry Ittleson, Jr 
iest Kanzler__ 
John Kuhn 
bert Lehman 


ial meeting 


Common stock Common stock 


beneficially owned bene} 
on Feb. 1, 1955 on 


9,925 | L. Walter Lundell________- 
i1,500| Sydney D. Maddock __- 


3,525! Fred Meissner_--- 

10, OSO | John M. Schiff___- 
1,000! Sydney M. Shoenberg_- 
*800| Leo H. Spanyol___--~~-- 

30, 966 | George R. Urquhart 

19, 684 | Edwin C. Vogel___- 

100, 000 | George E. Warren- 

2, 560 | George H. Zimmerman 

*1, 000 


Mr. Achelis is also beneficiary of a trust which owned 8,205 shares. 
Mr. Goodspeed is also beneficiary for life of a trust which owned 500 shares. 
Mr. Ittleson also has beneficial interests in a company which held 300,000 shares. 


‘Lehman Bros., 


res, 


ficially owned 
Feb. 1, 1955 

3, 900 
t, OOO 
2, 885 
$1, 447 
5, 000 
12, 500 


2 


2 000 
1, 500 
40, 125 
¢*} 


16, 300 


of which Mr. Lehman is a partner, owned 250 shares, and the Lehman 
rp., of which Mr. Lehman is president, owned 5,000 shares. 

Mr. May is also beneficiary of a trust which owned 18,130 shares. 
Mr. Shoenberg is also a substantial stockholder in a company which owned 456,463 


Mr. Warren is a trustee of a foundation which held 56.677 shares. 


NOTE.—The 


number 
s of the record 
Mar. 10, 1955, was 9,129,241. 


Mr. Nevitzie. Mr. Crossfield. 


date 


of shares of common stock outstanding, each entitled to 1 vote, 


established with respect to the annual meeting of 


stockholders, 
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STATEMENT OF CHARLES T. CROSSFIELD, SENIOR VICE PRESIDENT, 
COMMERCIAL CREDIT CO. ; ACCOMPANIED BY BERTHOLD MUECKE 
JR., VICE PRESIDENT AND GENERAL COUNSEL 


Mr. Nevitie. Mr. Crossfield, will you identify yourself and also 
Mr. Muecke for the record, please. 

Mr. Crossrrevp. I am Charles T. Crossfield, senior vice president 
of Commercial ; ‘redit Corp., and I reside in Baltimore, Md., and I a 
appearing here before the committee and pursuant to a subpena. 

| - ave here Mr. Berthold Muecke, our general counsel. 

ir. Nevitte. How long have you been with Commercial Credit ? 

Mr CrossrieLp. Twenty-seven years. 

Mr. Nevitie. Do you have any period of time prior to the 27 years 
mn finance business 4 

Mir. Crossrietp. No. This is my first experience. 

Mr Nevitir. Will you delineate for us the position of your company 
in the automobile-financing market in terms of your capital. 

Mr. Crossrieip. We are known as the second largest independent 
company. Our capital and surplus is approximately “$180 million. 

Mr. Nevitte. What is the amount of paper you presently have in 
the automobile retail field ? 

Mr. Crossrietp. I am not sure of this figure, but something like in 
excess of $700,000. 

Mr. Mvurecke. Million. 

Mr. Crossrretp. I mean, I am sorry, I mean, $700 million and some. 

Mr. Nevitir. What is your ratio of debt to capital ? 

Mr. Crossrietp. Approximately 5 to 1, I believe. 

Mr. Nevitie. What importance do you attribute to this insofar as 
your competitive position in the market is concerned, its ratio that you 
mention, 5 to 1? 

Mr. Crossrieip. Well, I attribute little importance to it for the 
simple reason that we have been successful in getting the money that 
we needed in the general operation of our business without any 
difficulty, and the ratio is pretty much kept to that as a matter of 
management policy. 

Mr. Nevirie. Have you made any effort to increase it, substan- 
tially ? 

Mr. CrossrreLp. Not to my knowledge, we haven’t. 

Mr. Nevitie. Do you have any information as to what problems 
you might encounter if you did attempt to increase your ratio? 

Mr. Crossrtetp. I don’t have. 

Mr. Nevitix. What makes of cars do you obtain the retail financ- 
ing for—all cars produced in the market? 

Mr. Crossrretp. Yes, we cover all makes of automobiles. 

Mr. Nevinie. Could you give us, either by percentages or generally, 
the relative position of the companies, the makes of cars that you 
finance at retail? 

Mr. ae p. No, I couldn’t. I do not have the figures, and if 
I did have, I think that I would not like to quote them, because of 
the competitive situation. 

Mr. Mvrcxe. Pardon me. Commercial Credit Co. has given some 
figures in confidence, and we would rather not have them: published 
openly. 
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Mr. Nevitte. Can you tell us this. You heard the preceding wit- 
ess, Mr. Lundell. Could you generalize on the amount of GM busi- 
ness you do as against the other business? For ex: imple, is it small ! 
Mr. CrossF1teLp. Yes: we do a relatively small amount of General 
Motors’ products business. 

Mr. Nevittr. That is, percentagewise of the total market ? 

Mr. CrossFreLp. Yes. 

Mr. Nevitie. And the percentage of the rest of the business is fairly 
uniform; you service all makes? 

Mr. CrossFretp. No, that isn’t true. You have larger proportions 
of one than you do of the other. That would have to be true "bec ause 
of the large variance in the number of cars manufactured by various 
and sundry manufacturers. 

Mr. Nevitite. What effort does your company make to obtain GM 
business 4 

Mr. Crossrreip. We solicit through our local offices the General 
Motors dealers, just as well as we do all the others. 

Mr. Nevitte. Do you feel that GMAC has a competitive advantage 
by re er of its ownership by General Motors in this particular field ? 

Mr. Crossrietp. I think they do, because of possibly several things. 
I aa because of habit, possibly, and because of history and loyalty, 
and the fact that in my experience in contacting various General 
Motors dealers, I get the impression that they get excellent service. 

Mr. NevitLe. Would you assume that that service is any better than 
the service you provide? 

Mr. Crossrietp. We don’t think so, but apparently some of the 
dealers do. 

Mr. Nevitie. Are you competitive with the GM terms? 

Mr. CrossFreip. Generally speaking, I would say “Yes.” 

Mr. Nevitie. Do you have any market leader in the finance business 
that usually fixes the terms for the rest of the industry ? 

Mr. Crossrretp. I don’t believe so. I think each company pretty) 
well makes their own rules, and in the process of time it pretty well 
seeks its own level. 

Mr. Nevitte. As a matter of fact, it is not so that the terms and 
rates of interest provided by the finance industry are extremely uni- 
form throughout the country. 

Mr. Crossrrep. Yes, that is generally true. 


Senator O’Manonery. Do you have a prepared statement? 
Mr. Crossrretp. No, I have not. 


Senator O’Manoney. Very well, sir. 
You are excused. 


Mr. Nevitxie. Our last witness for the day is Mr. Casler. 


We appreciate your presence. 


STATEMENT OF M. B. CASLER, PRESIDENT, LIBERTY MOTORS, INC. 


Mr. Nevitte. Will you state your name and business connection, 
Mr. Casler, please. 

Mr. Caster. My name is M. B. Casler. TI own an automobile deal- 
ership in Birmingham, Ala., where I sell and service Dodge and 
Plymouth cars which are ms ade by Chrysler Corp. 


Mr. Nevintr. From whom do you obtain your financing, Mr. Casler? 
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Mr. Caster. Well, my wholesale financing and most of the retail 
financing I do with the CIT. I sell some retail paper to other finance 
companies, with the exception of GMAC. 

Mr. Nevitte. In the ultimate sale of the cars to the public, how im- 
portant, in your opinion, is the financing side of the picture? 

Mr. Caster. Well, it is getting so today that it is almost an all- 
important factor. Many people feel that one make—of the Big Three, 
anyway—is as good as another, and they will buy where they. can get 
the terms that will fit their pocketbook. 

A man will come in with, say, a 1950 model used car to trade in, 
and he has no cash; that has got to be the down payment. And so, 
if we can find a finance company that will take that as a down pay 
ment, then we can make a sale; if we can’t, we have to miss the sale. 

Mr. Nevitte. Generally speaking, are the terms in your area pro- 
vided by CIT, whom you said provided most of your financing, and 
the GMAC through dealers, comparatively competitive ? 

Mr. Caster. They always have been, until, I would say, the early 
part of this year. And at that time, my salesmen kept coming to me 
and telling me that they weren’t competitive, that they were losing 
deals because they couldn’t finance them. And at first I didn’t be- 
lieve it, and then I checked into it and found that we were losing 
some deals to GMAC, to General Motors dealers, who were taking 
terms that we were unable to take through CIT or through Associates, 
or any of the other finance companies with which we did business. 

I checked then with other dealers, found that the same was hap- 
pening to them, and so I talked to some of the General Motors dealers 
to find out about it, and they had noticed it—I mean, there had been a 
marked change in the attitude of GMAC, and they were taking paper 
that in the past they haven’t taken. 

Mr. Nevitte. Can you fix the date of that ? 

Mr. Caster. Well, the date is fixed somewhere around the first of 
this year, 1955. 

Now, that coincides with the date that Ford outsold Chevrolet, or 
at least Ford outsold them last year. And this year, of course, Chev- 
rolet overcame that. And some of the dealers, a Chevrolet dealer or 
two Chevrolet dealers, told me that their factory aimed at doing just 
that. 

Mr. Nevitre. That is all I have. 

Senator O’Manonry. Thank you very much, Mr. Casler. We are 
indebted to you for your presentation and your interest in coming here. 

The committee will now stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 5:50 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Tuesday, November 29, 1955.) 
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TUESDAY, NOVEMBER 29, 1955 


Untrep STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
124, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 
Present: Senator O’Mahoney, Senator Kefauver, Senator Wiley, and 
Senator Dirksen. 

Also present: Joseph W. Burns, chief counsel and Gareth M. 
Neville, assistant counsel. 

Senator O’Manonry. Mr. Neville, are you ready to proceed? 

Mr. Nevitie. I am ready. 

Senator O’Manoney. Call the first witness. 

Mr. Nevitte. Mr. O'Keefe. 


STATEMENT OF R. EARL O’KEEFE, PRESIDENT, SOUTHWESTERN 
INVESTMENT CO., ACCOMPANIED BY SCOTT W. LUCAS, COUNSEL 


Mr. Nevnie. Mr. O’Keefe, will you identify yourself for the 
record ? 

Mr. O’Keerr. My name is R. Earl O’Keefe. I am president and 
treasurer of the Southwestern Investment Co. in Amarillo, Tex. 

Mr. Nevitie. low long have you been associated with that com- 
pany ¢ 

Mr. O’Kerere. Since its beginning in 1930. 

Mr. Nevitzie. In what areas does your company operate ? 

Mr. O’Kerrrr. It is a regional company operating in about four 
States: Texas, Oklahoma, New Mexico, and Arizona. 

Mr. Nevititr. What is the size of your company, insofar as its capi- 
tal assets are concerned ? 

Mr. O’Keere. Well, it has total assets of about $65 million. It has 
capital funds of approximately $10 million, capital net worth. 

Mr. Nevitie. In the conduct of your business, do you provide 
financing for all of the various makes of automobiles ? 

Mr. O’Keere. Yes, we do. 

Mr. Nevitite. Could you give us the percentages of the business, on 
the retail side, for the companies you service ? 

Mr. O’Kerre. I am sorry I don’t have those figures in accurate 
form with me. It would have to be only a guess. I could supply them 
later. 

Mr. Nevitie. Do you have an approximation? Do you know ap- 
proximately what it is? 
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Mr. O’Kererre. My guess would be that on new cars, the General 
Motors line would supply about 24 percent, and Ford would supply 
about 20 percent of our total, Chrysler about 10 or 12 percent, and the 
rest would be the independents. 

Mr. Nevitie. That ae the retail side? 

Mr. O’Krere. Yes. 

Mr. Nevitie. What is the picture with regard to the wholesale side? 

Mr. O’Keere. I wouldn’t venture a guess on the wholesale side at 
this time. 

Mr. Nevirie. Mr. O’Keefe, what is the ratio of your subordinated 
debt to your capital ? 

Mr. O’Keere. Well, our subordinated debt on May 31 of this year 
was equal to 57.76 percent of our net worth. 

Mr. Nevitin. Would you ¢ comp! ire that with some of the other com- 
panies, for example, GMAC 

Mr. O’Krrre. Yes. On th e same date, GMAC’s subordinated debt 
was equal to 78.24 oe of its net worth; CIT’s was 59.24 percent; 
Pacific Finance was 76.37 

Mr. Nevinte. Will you compare that to the equity in the business? 

Mr. O’Kerre. On the same date we computed the equity in the busi- 
ness on the part of GMAC to be 5.51 percent of their total assets. 

CIT’s equity was 12.18 percent; Pacific Finance was 13.18; and ours, 
Southwestern Investment, was 16.62 percent. 

Mr. Nevinie. What does that mean in terms of earnings? 

Mr. O’Kererr. Well, it has a very substantial effect on earnings. 
You could see that our equity in the business was three times as great 
as GMAC on the percentage basis, which means that they were using 
$94.50 of the public’s money for every $5.50 of their own money. 

And in our case we were using approximately $74 of the public’s 
money for each $16 of our money. There is a tremendous difference in 
the leverage that accrues to the capital stock on that basis. 

Senator O’Manonry. Mr. O’Keefe, may I say this to you. I have 
said it to many Government witnesses in the past so that it is not 
directed at you particularly. 

We find in Congress that witnesses when coming from Government 
departments are very likely to talk in the language of the particular 
line they are following and sometimes that language is not understood 
on the streets. By that I mean it will not get into the newspapers and 
it will not be read by the people. 

So I would like to have you explain what you mean by the public’s 
money, and what you mean by these phrases and terms which are 
technical words so far as the finance industry is concerned. I would 
like to have it translated into the simple language of the people. 

Mr. O’Kererr. All right, Senator. I mean by that that for each 
$5.50 of GMAC’s capital invested in the business, they borrowed 
$94.50; that is to work on. 

Senator O’Manonry. What about leverage? 

Mr. O’Kererr. Leverage simply means—It is an expression common 
in the indust ry» to the amount of money you have working for you, 
the amount of borrowed money that you have working for you. The 
greater amount of borrowed money working, the greater the profit that 
trickles down to the ownership. 

In other words, they can make more profit off of $94 borrowed money 
than they can off of $50. 
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Senator O’Manoney. That istrue. But to mea lever is a tool which 


you use to raise—Well, you might raise an automobile with a lever to 
put on a tire. 


Mr. O’Keere. I am sorry. 

Senator O’Manonry. Did you use the word “leverage” either in 
onnection with the borrowed money or in connection with the « capital ? 
Mr. O’Kerre. Well, I believe I used the word “leve rage” in connec- 
tion with my statement to the effect that their borrowing position gave 

hem considerable more lever: age than our postion grants to us. 

Senator O’Manonry. You mean that it g 
portunity to earn profit on their capital? 

Mr. O’Keerr. Yes; it gave them a greater earning off of borrowed 
ioney to be credited to their capital. 

Senator O’Manonry. So what your testimony means now is that 
vith respect to all finance companies, the more money they can bor- 
row from the public, the more profit they can make on their capital 
tock. 

Mr. O’Keerr. Theoretically, that is true. That is provided, of 


ourse, the receivables they buy with this money are good and yield a 
rohit. 


rave them much more op- 


Senator O’Manonry. Given approximately equal competence ? 

Mr. O’Kerere. Yes. 

Senator O’Manoney. In the management of a finance company, 
the more money it can borrow, the better off it will be? 

Mr. O’Keere. That is correct. 

Senator O’Manoney. Does this mean that a company with a large 
apital can borrow more than a company with small ¢: apital ? 

Mr. O’Kerre. Well, apparently it does. 

Senator O’Manonery. | would say that is natural; is it not ? 

Mr. O’Kerrr. Yes. 

Senator O’Manonery. Well, does there ever come a time when the 

e of the capital or the net worth raises the borrowing power beyond 
i normally sound limit ? 

Mr. O’Kerre. Well, that of course would be a matter of opinion. 

Senator O’Manoney. Yes, of course. 

Mr. O’Kerrr. All I can say is that based upon my experience, there 
eem to be certain reasonable standards established in the business 
eyond which the average company does not or is not permitted to go. 

Senator O’Manonery. In order to make clear what I have in mind 
nd what I am trying to lay on the record, I would like to say this: 
That by and large I would say the Congress has always sought to bal- 
ince the budget, the Federal budget, on the theory that if the debt gets 
ut of hand, it will be bad for the ¢ ountry. 

I remember very well before we got into World War IT, when the 
itional debt was about $49 billion. It was common to hear people 
n financial circles say, “If the debt ever gets above $50 billion, the 
ountry will be wrecked.” 

Mr. O’Krerr. That is right. 

Senator O’Manonry. Well, the debt has grown and grown and 
srown. Congress unanimously approved increases in the debt limit 
luring the war because there was no other way to get the funds which 

vere necessary to fight the war. And the consequence was that the 


nterest charge pay: able by the Government on the national debt con- 
inued steadily to increase. 
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recall an occasion on which IT made a computation back in 1942 
or 1943, I think it was, of the interest on the national debt at that 
time—we were in the war—and the annual payment required of the 
Federal Government on the national debt was greater than the entire 
cost of Congress, the Federal courts, the White House, and the execu 
tive branches of the Government had been in 1939. 

In other words, there came a time when this computation was made 
that the annual interest on the national debt was $5,300 million. That 
was all that Congress had to appropriate in 1939 to carry on all of the 
functions of the Government. 

And those that had expected that when the national debt rose above 
$50 billion the country would collapse, found that they were mistaken. 

The interest on the national debt is still increasing. It was wel] 
over $6 billion when the last appropriation bill was passed. And as 
long as the Government can tax the people to pay that interest on the 
national debt, why, the debt is carried and there is no difficulty. 

At the same time, all you have got to do is to look at the bond list 
and the stock market any day and you find that great corporations 
let us take the railroads for example, so as to make it clear that I am 
not dealing with any corporation that is involved in this hearing—the 
railroads have bond issues that are not due until sometime in the 21st 
century. And the fiscal circles of the company are not concerned 
about the interest that the railroads must earn every year to pay their 
debt, except that occasionally railroads, some r: ailroads, get into pretty 
bad situations. 

Now then, in this industry in which you are engaged, we find the 
situation which you are describing and which other witnesses have 
described, that the ratio of debt to capital in some instances is very 
high, and other instances 1s moderate. 

Mr. O’Keere. That is right. 

Senator O’Manonry. What I would like to find out from your testi 
mony, in your opinion, is there a point beyond which this borrowing 
should not go? Is there a standard by which it can be measured / 
Does size in itself make it possible to build up an extraordinary debt / 

Mr. O’Kerrrr. I know of no fixed limit that is accepted in the indus 
try, except that I do know this: That independent companies would 
have difliculty—as a matter of fact, I think 1t would be impossible for 
a company like mine to create any such debt ratio as exists on the part 
of GMAC 

Senator O’Marronry. What I pointed out recently was that the 
Federal Reserve Board within very recent times, within the very recent 
past, has twice increased the margins for operations on the stock ex 

change on the theory that if the margins were low, speculation and 
intl ition would follow and would be a cause of great harm to the 
public interest. 

(nd then more recently even than that, the Federal Reserve Board 
has incre ased the interest rates for the purpose of curbing borrowing. 

Now, if the Federal Reserve Board finds that a sound fiscal policy 
to curb borrowing in the stock market and in the banks is necessary, 
how is it possible for automobile finance companies to encourage bor- 
rowing by the people who think they are buying cars without produc- 
ing exactly the same result that the Federal Reserve Board is trying 
to prevent; namely, inflation, and a bad credit structure ? 
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Mr. O’Kerere. Well, of course, you are getting into a question that 
sa bit over my head. I am not an economist; I am not qualified to 
liscuss that. 

Senator O’Manonry. It may be over my head, too, Mr. O’Keefe. 
| am not pretending to know all the answers. I am just trying to 
nd them out. 

Mr. O’Krere. I think personally my opinion is that quality of con- 
imer credit is far more important than the quantity. 

Senator O’Manoney. Well, everybody will agree to that. As Sena- 

Wiley said yesterday, a banker will loan on character. Out in 
uy country the banks do not hesitate to loan on cattle, and sometimes 
on sheep just because they have confidence in the man who comes in and 
says, “lL own X head of cattle.” His word is accepted because the 
banker knows he would not misrepresent the situation, and he gets 
is money. That is a character loan. The banker does not go out 
ind count the cattle or the sheep. 

Mr. O’Keere. That is right. 

Senator O’Manonry. But that does not deny the fact that your 
finance companies sometimes want security. 

Mr. O’KRerre. That is right. 

Senator O’Manonry. You are not willing to give unsecured loans 
for the purchase of cars; are you ? 

Mr. O’Kerrr. No; we require security. 

Senator O’Manionry. And you require any security beyond the car? 

Mr. O’Kreere. Very seldom. 

Senator O’Manonry. The car is sufficient security ? 

Mr. O’Kerre. Yes. 

Senator O’Manoney. Then does it not follow that the longer the 
term for installment payments and the smaller the downpayment, the 
poorer is the security that you have? 

Mr. O’Kerre. Well, the less equity the purchaser has. 

Senator O’MAnoney. Yes; and the poorer security you have. 

Mr. O’Keerr. Yes, sure; that is correct. 

Senator O’Manoney. Those are the facts that bother me, and that I 
would like to understand, and I think you are the teacher this morning, 
Mr. O'Keefe. 

Mr. O’Krere. Well, getting back to this question that we were dis- 

ussing, that of the borrowing ratio in the finance business, I do not 
believe that you will find any company in existence today below the 
2-percent equity that is represented in CIT’s pictures as of the date 
[ gave you here, excepting GMAC. I think they are the only ex- 
ception. I do not believe any other company— 

Senator O’Matronry. Now, precisely what do you mean by the 
equity of which you are speaking, sir? 

Mr. O’Kerre. I mean the equity that the company—the net worth 
of the finance company is equal to 12 percent or more of the total as- 
ets of the company. 

Senator O’Manonery. In other words, what you are saying is that 
inder your experience you know of no company, excepting GMAC, 
which has more than 12 point what 

Mr. O’Keerr. ‘Twelve point one eight. 

Senator O’Mantonry. What was that? 

Mr. O’Kerrr. Twelve point one eight percent. 
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Senator O’Manoney. $12.18 for every dollar of net worth ? 

Mr. O’Krerr. No. I know of no company that has less than twelv: 
and a half or 12.18. 

Senator O’Manoney. Excepting GMAC. 

Mr. O’Krrre. Except GMAC, 

Senator O’Manoney. In other words, GMAC has a debt per 1 
worth greater than that of any other company operating ¢ 

Mr. O’Kererr. That is right. 

Senator O’Manonry. And how much greater ? 

Mr. O’Keere. Well, as of June 30 of this year, based on the figure: 
that I have, it was the difference between an equity of 12.18 for CI’ 
as compared to 5.51 for GMAC, 

Senator O’Manonry. Now, what is your equity ? 

Mr. O’Keere. Our equity on that date was 16.62. 

Senator O’Manoney. So that you had a much stronger- 

Mr. O’Kererer. Equity. 

Senator O’Manonry. Capital position, net-worth position, in rati: 
to your debt than either CIT or GMAC, 

Mr. O’Krere. We had a greater percentage of equity ownership i 
our total assets in our company than they did. 

Senator O’Manonry. Now then, would you build your debt to a 
higher figure? In other words, would you reduce your equity will 
ingly ? 

Mr. O’Krere. We might go some higher. 

Senator O’Mauoney. Let us talk of the equity. 

Mr. O’Kerere. Yes. 

Senator O’Manonry. Would you reduce your equity ? 

Mr. O’Kererr. We might reduce the equity some. 

Senator O’Manonry. To what figure? 

Mr. O’Keerr. Well, 10 or 12 would be as low as we feel that wi 
would want to go at this time. 

Senator O’Manonry. When you express that opinion, are you ex 
pressing your own opinion or is it an opinion which you have gathered 
from association with 

Mr. O’Kerrr. I am expressing a policy in our company. 

Senator O’Manonry. How does it compare with the policies of 
other companies ¢ 

Mr. O’Keerrr. I am not prepared to tell you. But all I know is I 
can talk of averages in the iannitty- I know of none that go below 
that at the present time, except- 

Senator Winey. May I interrupt there ? 

Senator O’Manoney. Oh, of course. 

Senator Wiiry. Do you endorse any of the paper personally ? 

Mr. O’Keere, No, sir. 

Senator Wiry. Supposing you had a group of officials that were 
millionaires? You would not have any trouble about reducing the 
equity and getting additional loans if they would endorse the paper. 
would you? 

Mr. O’Keerr. Well, we probably would not. 

Senator Witey. No. 

Well, isn’t that the situation with General Motors? They own the 
finance ¢c ompany. 

Mr. O’Keerer. That is right. 

Senator Witey. Yes. 
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Mr. O’Keere. Where we borrow our funds from banks and insurance 
‘ompanies in public markets, so to speak, and there are certain ac- 
epted standards beyond which those suppliers of credit will not go 
as far as we are concerned, and as far as the average company is 
‘concerned. 

Senator O’Manoney. Well now, let me make this statement : Gov- 
‘rmments can borrow money much more easily than any private in- 
dividual, and usually much more easily than any corporation, because 
the Government, in the last analysis, is all- powerful. 

But the history of Government finance is strewn with the wrecks 
of Government financial systems. 

Mr. O’Keere. That is right. 

Senator O’Manongey. When inflation comes and then the money 
of the country becomes only paper money, and finally the Government 
rashes, then everybody has to begin all over again. 

In these days when we have great commercial organizations that 
operate throughout the world, we have a situation in which they can 
borrow money in some instances much more readily than many of 
the governments of the world. 

I would not hesitate to say that the Standard Oil of New Jersey, 
‘or example, and other American companies oper: ating in the Middle 
East, can borrow money a good deal more easily than some Latin 

(merican countries that I could name or some European or Asiatic 
countries that I could name, because they do have credit, and they do 
lave assets. 

Mr. O’Keerre. I think that is correct. 

Senator O’Manoney. But if they were to get out of line in borrow- 

ig more than their net worth would safely sustain, they could crash, 
LOO, 

Mr. O’Keere. That is right. 

Senator O’Manoney. In the automobile industry we have this ratio 

' 15 or 16 to 1, which would seem to the uninitiated—I am not a 

anker like Senator Wiley—— 

Senator Witey. No, no; I was just interested in it. 

Mr. O’Keerr. I might say there that those ratios of 15 or 16 to 1 
ire quite comparable, it seems to me, to the ratios on which your banks 
operate. 

Senator O’Manonery. And the Federal Reserve Board 

Mr. O’Keere, Not far off. 

Senator O’Manoney. Comprehending that fact, has recently under- 
taken by its operation to restrain certain Cone gs 

Mr. O’Keerr. Yes, si 

Senator O Maes | Mndoubtedly because of beliefs that it would 
be dangerous to allow borrowing to go beyond a certain level. 

Now, my basic question in all this hearing is: Are we approaching 

he limit in loaning for the purchase of automobiles or is any one of 

he automobile finance companies approaching the limit ? 

Senator Wirey. Will you pardon me again ? 

Senator O’Manonry. Yes. 

Senator Wirey. Is not the basic question there whether or not you 
should require of the first purchaser—that is, if I buy an automobile, 
that I pay at least so much down? 

Senator O’Manonery. Yes; that is one of the ways. 
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‘nator Wirry. Instead of going to the finance companies and 
requiring in that instance a modification—in other words, if you buy 
a car that costs $3,000, if it is thought in the interest of « ‘urbing what 
you call an inflationary tendency that a thousand dollars should be 
paid down by the purchaser, that would mean then that the dealer, 
if you are the dealer, if you haven’t got any money of your own 
which you generally have—the dealer would have to finance, say, the 
difference between what the car costs him, probably $1,500. But I was 
wondering just what the chairman was shooting at: whether it meant 
a restriction in the first instance upon the finance companies as to 
their ability to handle, or what they should put into the car, or did 
you mean what the buyer himself should put into it, 

I understand that is what they have done in the case of stocks and 
bonds. 

Senator O’Manonry. I quite agree with you, Senator. 

Senator Wintry. So it wouldn’t be the one in the second instance, the 
finance company. 

Senator O’Manonry. Before you came in, Senator, I was referring 
to the extension of the period for the payment of installments. It 
has been extended now in some cases up to 36 months. IT am frank to 
say to you, I think that that is too long a period. I think it means 
that there are many people in the United States now driving auto- 
mobiles that they will never own, although they have made a down- 
pavment on them. 

Senator Winry. [am sorry. I wasn’t here when you brought that 
in. My only thought was, it didn’t seem clear to me what you wanted 
to do in your line of questioning. Now I think T see, 

In the first instance you agree that if you have any restriction, it 
would follow the pattern of stocks and bonds, that it must be paid 
down. 

Senator O’Mantonry. To prevent inflation, the Government must 
follow such policies as will help the people of the country not to go 
head over heels in debt. That is the only purpose. 

Senator Winey. Of course, it is a delicate instrument. We have got 
to use judgment. We have used it in the past to operate to the detri- 
ment of the country. We must be pretty careful in making recom- 
mendations—which I presume the committee will be—in restricting 
any of these people from borrowing. As to restricting purchases, 
that is another issues which is involved, which I understand we are not 
investigating now. We are now investigating the finance company 
picture. 

Mr. O’Kerre. Yes, that is the way I understand it. Of course, 
historically in this business we have had cert: uin standards of requir- 
ing the purchaser to establish equities, and certain standards as to the 
time we would permit him to pay out. 

Senator Witry. That is interesting. Let’s find the standards. 

Mr. O’Kerre. But here a couple of years ago the standards were 
relaxed. 

Senator Wirey. That is right. 

Mr. O’Keerr. And we have been operating under new standards, 
so to speak, since then, where the terms will be extended and the down- 
payme nts have been reduced. I think in recent months, in the last 
3 or 4 months, say, we can see a tendency on the part of dispensers of 
this type of credit to hold the line and not permit any further exten- 
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sion of terms or shortening of downpayment, but rather to say, “We 
have gone as far as we are going, and if anything, we are going to 
pull back a little.” 

Senator O’Manoney. Well, if you were called 
recommendation, what would it be? 

Mr. O’Keere. As to terms ? 

Senator O'Manoney. What would be your overall recommendations 
with respect to the sale of automobiles on credit 


view / 


upon to make a 


from every point of 


Senator Witey. Under present circumstances. 
Senator O’Manonry. Under present circumstances. 
Mr. O’Kererr. Well, as long as you have 


a satisfact ry equ ity on the 
part of the purchaser 


. think you need not worry too much ; about your 
balance. ‘There is some question as to what that equity should be. 

Senator O’Manoney. That is right. What isa satisfactory equity ? 

Mr. O’Keere. Personally | would say that 25 percent is as low as 
vou can afford to go. That is the way we feel about it. Now, that is 
not any accepted trend that I know of in the industry. But who 

“tn say how long you should give a man to pay his balance? That 
depends entirely ro the individual, 
rating, and all of those things. 
standards in our company. 

Senator Witey. How many months? 

Mr. O’Keerr. Thirty months normally. 

Senator Winey. Ty enty-five percent down, the balance in 30 months 
in equal payments ? 

Mr. O’Keerre. Yes. 

Senator Winery. 
ments also? 

Mr. O’Keerr. Yes. That is on new cars. 

Senator O’Manonry. You may proceed, Mr. Neville. 

Mr. Nevitie. Mr. O'Keefe, will you relate the debt ratio to earnings 
and describe what effect it would have competitively on your com- 
pany? Could you use the same amount of the public’s funds : 
GMAC is able to? 

Mr. O’Keere. Yes. Based on the June 30 figures, we compute 
GMAC’s earnings for the first 6 months of the year to be at the rate 

of 17.1 percent on their net worth. 

Senator Witey. Net earnings ? 

Mr. O’Keerr. Yes. Our earnings for the same period were at 
the rate of 9.6 percent on net worth. Had GMAC’s equity in the 
business on that date been equal to the equity percentagewise of CIT, 


their earnings would have been reduced to 7.7 percent on their net 
worth. 


his circumstances, his credit 
I know what we operate by, the 


Or do you have the privilege of accelerating pay 


Senator Winny. How much after taxes in each case? The 
ment needs taxes. 

Mr. O’Keere. I am talking in terms of after taxes. 

Senator Witxy. After taxes, 17.1? 

Mr. O’Keere. Yes. 

Senator Wiiey. Not. bad. 

Mr. O’Keere. Now, if we could borrow in our business to the extent 
that GMAC borrowed here as of this date, we could reduce our rates 
to the public materially and still make as much money. 


( rovern 
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Mr. Nevitie. What effect does that have on meeting the GMAC 
competition in the financing field? 

Mr. O’Kerrre. It makes it darned rough. 

Mr. Nevitue. Are there any other advant: iges that you are aware 
of that GMAC, as an integrated company with GM, has that you don’t 
in the competitive picture? 

Mr. O’Krere. Yes, I think they have two very definite advantages. 
One is in acquisition costs. It costs them far less to acquire their 
business. 

Mr. Nevitie. What do you mean by acquisition costs, Mr. O’Keefe ? 

Mr. O’Keerr. Well, their organization is integr: ated with General 
Motors’ organization; they do business only with General Motors 
dealers. They don’t have to spend any money on going out and 
deve loping new business; it is already set up for ‘them with their own 
dealers. We have to spend money, a lot of it, in new business, solicit 
ing, advertising, goodwill work, and all of that. 

Due to their money cost, because of their tremendous borrowing 
power, strength, influence, they can operate much cheaper than we can. 

Mr. Nevitie. Will you describe what you mean by money cost a 
little more extensively, please. 

Mr. O’Keere. Their borrowed money, the rates they pay on their 
borrowed money, the average rate. 

Mr. Nevitne. That is the overall rate? 

Mr. O’Keere. The overall rate, yes, for all forms of borrowed 
money. 

Mr. Nevitir. Are there any other points at which you as a smaller 
company are at a competitive disadvantage against GMAC? 

Mr. O’Kerre. Yes, there is one outstanding point. That is in con- 
nection with the handling of what we call wholesale credits for dealers, 
for General Motors dealers. 

It was brought out here in the testimony yesterday that the practice 
in the automobile business is for the dealer to establish an arrange- 
ment with the finance company to pay for his automobiles at the 
factory for him and release the cars for shipment. The finance com- 
pany provides that money which the dealers don’t have or don’t want 
to provide, and the dealer pays the finance company when he sells the 
automobile off his floor. 

Mr. Nevitite. That has been referred to as floor plan ? 

Mr. O’Keere. Floor plan, or wholesale credit. 

Now, we have arrangements with the various factories under which 
we establish our wholesale paying arrangements for the various deal- 
ers. With the other factories such as Ford, Chrysler, American 
Motors, Nash-Hudson, Studebaker-Packard, those arrangements work 
very smoothly. 

We set them up, complete them in each case with very little diffi- 
culty, and very little time is required. In the case of General Motors, 
it is very difficult. 

Their policies and procedures make it very difficult for our company 
to establish those arrangements in the first place. There is considerable 
delay involved. 

With the other factories we can complete an arrangement in a 
matter of 2 or 8 days, or not over a week. Sometimes in emergencies 
we can even get on the phone and complete them in a matter of hours. 
But in General Motors it requires about a minimum of 3 weeks, and in 
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ome cases it has required months to get the arrangements established 
nd completed and get them to accept and approve it. 

Mr. Nevitte. Do you have any specific situation that you can 
lescribe for us? 

Mr. O’Keerr. Yes, I do. Would you like for me to give you—— 

Mr. Nevitte. Would you, please, Mr. O'Keefe, describe any specific 
situations that you have with you or are aware of. 

Mr. O’Keeve. Well, here is one case. We will call it dealer A. 
Qn December 13, 1954, we salnbiited the necessary authorizations to 
‘stablish factory payment arrangements with Buick Motors division. 
Later the dealer requested the zone office to have the manufacturer’s 

‘rtificates—that is, the title instruments—mailed directly to him 

ither than to have them delivered directly to our finance company 
hrough the draft invoice. 

On February 4, 1955, the Buick zone office wired the dealer—that 

, nearly 2 months later, mind you—wired the dealer that in order 

‘them to comply with his request and deliver the manufacturer’s 
ortific ates directly to him in lieu of to him through us, it would be 
ecessary for us to change our plan and get our guar: ao bank, who 
ruare anteed payments to General Motors on our behalf, to agree to the 
hh ange. 

We had not heard of any such requirements before, and we had 

ver been called upon to make any such changes before. A few days 

ter, following this wire they sent to the dealer on February 4 a repre- 

entative from General Motors Acceptance Corp., who called on our 
lealer and told him that he could arrange for the dealer to have his 
manufacturer’s certificate sent direct to him by the factory if he would 
lear his cars through GMAC, 

The dealer didn’t like this at all and contacted us about it. So on 
February 12, that is 2 months lacking 1 day from the date of our 
original request, we completed the change in the guaranty agreement 
n line with their request, and finally got the arrangement completed 
with the factory. But it took us over 2 months to establish it. 

Mr. Nevitie. Will you continue, Mr. O'Keefe, if you have addi- 
tional instances, 

Mr. O’Keerr. Dealer B, on April 25, 1955, we forwarded the deai- 
er’s authorization, our bank guaranty and all other instruments re- 
quire as outlined by the General Motors plan to establish the : rectory 

LV arrangements, to the Pontiac division. That is on April 25, 1955. 

We sent a followup letter concerning this on May 17 because we had 
not heard from them. And on May 18 we were informed by letter 
from General Motors that their legal department was reviewing the 
wecount and approval of our arrangement was expected within 2 
weeks, 

No further word was heard from them until finally under date of 
September 15, 1955, in response to several followups to the Pontiac 
livision, we were advised that the dealer had informed the Pontiac 
division that he wanted his wholesale requirements handled through 
GMAC. 

Mr. Nevitie. Do you know what contact GMAC may have had 
vith the dealer during the interim ? 

Mr. O’Kerre. I am not prepared to say at this time. 

Senator Witey. What State are you from ? 

Mr. O’Krerr. Texas. 
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Senator Winey. Is there any violation of unfair practice law in that 
that you know of ? 

Mr. O’Kererr. I could not tell you, Senator. We have not had thes 
items checked by our legal department. I do not know. We hav: 
in Texas a pretty stiff antitrust law. There may be some violation 
of that. I do not know. 

Senator Winey. You have not had an opinion on that subject / 

Mr. O’Kerrre. No, sir, not yet. 

Senator Winey. I understand in both of those instances that th: 
point that is being made is that your dealers were your dealers anc 
you believed that the delay in the mechanics and in one instance so 
licitation, constituted, if there was a violation, such a violation ?’ 

Mr.O’Kerre. Yes. 

Senator Winey. That is really the issue in that case. It is clea 

vide nee that there is competition in the business ¢ 

Mr. O’Keere. Yes 

Senator Witey. It is a question of whether it is unfair competition 

Mr. O’KReere. Yes, sir. So far as I am concerned, it is unfair. 

Senator OManoney. Are these isolated cases / 

Mr. OO’ Reere. I have others. 

Senator O°’Manonry. Hlow many others? We do not want 
into the details, of course. 

Mr. O’Keere. Well, I have any number. I think I have 8 or 
experiences here, 

Senator OManonry. Do you know whether or not that was ex 
ceptional in the case of your co} pany or do other finance comipanie 
have the same experiences 4 

Mr. O’Keere. It is my understanding that other finance companies 
have had similar experiences. I am on the executive committee of 
the American Finance Conference, which is the national trade asso 
ciation of the independent finance companies, and I have here a lette1 
from one of our members addressed to our office, our conference office. 
in which he sets out their experiences. I would be glad to read 
paragraph of it 1f you would like to hear it. 

Senator O’Manonry. Well, please do. 

Mr. O’Keerr. This says: 


l 


Since you are on GM Corp.’s home grounds, possibly you can find out some 
thing about the rules of the game. 


Senator O’Manonry. What was the date of this letter 2 
Mr. O’Keerr. This is January 3, 1955. 
All rieht. 


To begin with, they delay unreasonably giving effect to our commitments. 

Secondly, they invariably fail to tell us when they have acted favorably, our 
Only notice of acceptance being the receipt of a draft usually weeks after ow 
documents are mailed. 

Thirdly, when they have faults to find with our commitments, they may tak 
months to tellus what is wrong. 

Lastly, the zone offices insist that they cannot use the drafting procedure for 
deliveries out of zone stock, only out of assembly plant stock. This last gimmick 
forces us to pay the zone office in advance by W draft for all shipments out 
one stock and we frequently have difficulty getting our copy of invoices covering 
such shipments which we have paid for in advance 


Senator Witry. Do you handle any other business except auton 
biles ¢ 
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Mr. O’Keere. We do a very small amount of appliance financing. 

Senator Witey. Of what? 

Mr. O’Krerr. Household appliance financing and we have a small 
personal loan department. 

Senator Winey. Involving farmers ? 

Mr. O’Kerrrr. Very few. 

Senator Winery. Cattle? 

Mr. O’Keere. Very few; mostly automobile loans handled, and 
household appliances and hides hold furnishings. 

Senator Witry. So far as you know, GMAC only handles automo- 
bile loans. 

Mr. O’Keere. That is right. 

Senator Witry. From your previous statement, all of the other ai 
tomobile manufacturers with whom you do business, it is in a satis 
iactory way. 

Mr. O’Kerere. Very satisfied. 

Senator Winey. And what is the total amount of their business— 
| have forgotten the figure—in this country in automobile production, 
the overall as compared with the overall of General Motors? 

Mr. O’Kererr. General Motors, I believe, is running about 45 per- 
cent. Is that not what was brought out yesterday ? 

Senator Winery. Out of 100 percent? 

Mr. O’Kerere. Yes; or 50 percent. 

Senator Winery. Out of the 55 percent you have no trouble what- 
ever ¢ 

Mr. O’Keerr. That is right. 

Senator Witry. And the trouble you have here is exemplified by 
these several instances that you have demonstrated ? 

Mr. O’Keerr. Senator Lucas just corrected me on that. It is 50 
percent they are running, General Motors. 

Senator Wiiry. Do you think he is an authority ? 

Mr. O’Keerr. Well, he is right on a lot of things. 

Senator Dirksen. Do you operate as a Texas corporation ? 

Mr. O’Keere. Yes, sir. 

Senator Dirksen. What is your capitalization ? 

Mr. O’Keere. Approximately, in round numbers, $10 million. 

Senator Dmxsen. What is the maximum of your line of credit 
where you borrow from banks? 

Mr. O’Keerr. The maximum from one bank? 

Senator Dirksen. Anything—all banks. 

Mr. O’Keere. The total? 

Senator Dirksen. Yes. 

Mr. O’Keere. Oh, let me see. 

Senator Dirksen. I was just curious about one figure, that is the 
amount of business that you do in the average. 

Mr. O’Keere. We borrow about $40 million: in the neighborhood of 
that. 

Senator Wiiry. I said yesterday I wished that proportion of credit. 

Senator Dirksen. So you have about $40 million worth of loans 
going back and forth ? 

Mr. O’Krere. We actually have $55 million of receivables on ow 
books that we handle. 

Senator Dirksen. You operate over the entire State? 
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Mr. O’Krerr. Not the entire State. We operate—well, yes, we do 
pretty well, too. We voto Houston. 

Senator Dirksen. Where a corporation outside of the State comes 
nto Texas, to loan money, and I suppose that would apply to GMAC, 
do they operate under the same law? Are there any restrictions of 

any kind, discriminations, against an outside corpor: ation ? 

Mr. O’Keerr. None that | know of there. They qualify as a for- 
eign corporation, with a permit to do business in the State, and when 
they have that, it is my understanding that they have the same benefits 

and rights that we do. 

Senator Dirksen. Considering the size of your business I presume 
you have kept abreast from time to time with the whole volume of 
installment credit in the country ¢ 

Mr. O’Kerrre. Pretty well; yes. 

Senator Dirksen. Do you have some opinion as to whether or not 
the aggregate of installment credit at the present time is moving into 

dangerous zone? 

Mr. O’Kerere. No, I do not. As I said before, I am more concerned 
about the quality than I am about the quantity. As long as the in- 
come of our people remains at a fairly stable or increasing level, as 
long as prosperity continues in the country, I have no fear about the 
amount of credit outstanding. To me the quality in each individual 

, the conditions surrounding it, have much more to do with it than 
the overall total. 

Senator O’Mattonry. I wish I had with me the November issue of 
the Economic Indicator which, as you know, is published monthly 
ut the Government Printing Office and contains statistics and charts 
which are cleared by the President’s Council of Economic Advisers. 
On the chart, I think it is on page 28 of the November issue which 
shows consumer credit, it appears that automobile credit, installment 
buying, is about 214 times the outstanding amount on all other forms 
of consumer buying. It has reached, as of September, the level of 
$13 billion $500 million. 

The amount outstanding on other consumer buying amounts to a 
little over $5 billion, Personal loans, which may include automobile 
credit, are running about $7 billion, as I recall. So there can be no 
doubt that automobile credit is now at the highest point in history. 

Mr. O’Kerere. That is right, dollarwise. 

Senator O’Matnonery. Dollarwise, yes. 

Mr. O’Keere. In relation to disposable income I don’t believe that 
is true. 

Senator Witty. That is the point. 

Mr. O’Kererr. Now, this must be said also in defense of consumer 
credit, I think, that the automobile today is costing considerably more 
money than it cost back a few years ago. 

Senator O’Manonry. That reminds me, sir, of a story that I read 
in the Lusk (Wyo.) Herald the other day. A cattleman was being 
interviewed by the editor of the paper, and he reported that back in 


i940 he found that it took 12 steers to buy a Ford, and that the price 
fora Ford now in terms of steers was 26. 
Mr. O’Keerr. That is right. 


Senator O’Maronry. So you can see, I think, why even the cheese 
manufacturers of Wisconsin ought to be interested in this. 
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Mr. O’Keere. On the dollar amount our standards have been in- 
reased and it Is necessary to have more credit to do the same unit job 
that was done a few years ago. There is no doubt but what the large 
nerease in production has caused some inflation in credit. The re- 
ixation in terms has caused a rise in that credit. 

Senator Dirksen. You have noticed the fears expressed by a good 
nany columnists with respect to the aggregate of consumer credit 
t the present time. Of course, I agree that when gross national pro- 
duction goes 3 Up, and it is about $: 3191% billion now, disposable income 
sat about $257 billion, that you have to interpret on the basis of the 
ratios In eve ery case, and I do not have a ratio figure in mind. 

Senator Witry. The gross income, national income, according to 
the New York Ti mes when I saw it, was $327 billion. 

Senator Dirksen. But since you are a reasonably large operator, I 
just wanted to get your opinion as to whether in your judgment and 
| presume you have been in this business a long time 

Mr. O’Krerr. About 30 years. 

Senator Dirksen. Whether you entertain a sense of alarm about 
the aggregate of consumer credit at the present time. 

Mr. O’Keerr. I have no sense of alarm about the aggregate. I do 
ibout the quality. I was concerned about that. 

Senator Dirksen. I want to get back to one other thing so I can 
inderstand. 

You made four points with respect to competitive difficulties as 
igainst GMAC: No. 1, that they borrow money cheaper than you do. 
Do you attribute that to size and to volume of borrowing? 

Mr. O’Kererr. I attribute to size and to the relationship with Gen- 


eral Motors the fact that GMAC is owned by GM and = them, 


n my opinion, in the position that banks and other lending institu- 
tions accept their credit without any question, and will go to limits 
with them that they will not go w ith us. 

Senator Witry. No credit “risk. 

Senator Dirksen. No. 2, because of the lower equity, a million 
dollars will finance more cars. 

Mr. O’Keere. That is right. 

Senator Dirksen. Than in your case? 

Mr. O’Keere. That is right. 

Senator Dirksen. And No. 3—— 

Mr. O’Keerr. Well, a million dollars won’t finance more cars but 
they can get more millions on the same equity which produces that. 

Senator Dirksen. I was wondering about that net, the difference 
in net, in your company and in GMAC. 

Mr. O’Keere. What do you mean net? 

Senator Dmxsen. You had a figure there of 17. 

Mr. O’Keere. Net earnings, yes. That is right. It will produce 
more earnings on the net worth; yes, sir. 

Senator Dirksen. So there is volume, lower cost for money, lower 
administrative cost, as a result of the integrated setup ? 

Mr. O’Keerr. That is right. 

Senator Dirksen. And then, of course, what you call the floor 
plan? 

Mr. O’Keerr. Yes. 
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Senator Dirksen. So there are the four factors that in your judg 
ment make it possible for them to show a larger net earning than i 
the case of an independent company ? 

Mr. ’ Kr FE. Yes. 

Senator Dirksen. Are there any other factors in that picture? 

Mr. O’Keerr. I do not think there would be any other factors. — | 
might say this: That in my opinion with the power the ‘y have, ~ 
position that they have attained, if they had a mind to, they could ¢ 
rates even fariien 4, considerably, and make it practically impossible for 
us to operate, 1f they wanted to. IT mean, they are in a position to do 
that if they feel like that is what they would like to do. 

Senator Dirksen. Are they competitive on costs with you? 

Mr. O’KRerere. Rates? 

Senator Dirksen. Yes. 

Mr. O’Kererr. They set the pattern, so to speak. We are a litth 
outfit: we have to follow along and do the best we ean. It is very dif 
ficult for us to meet their rate. 

Asa matter of fact, if we had all of our business on their rates. wi 
could not stay in business and make a satisfactory profit. 

Senator Dirksen. By that you mean that the cost of consumer credit 
under their plan is cheaper than under your operation ? 

Mr. O’Keerr. That is right. 

Senator OManuoney. That brings us back, I think, to the origina] 
question asked by Senator Dirksen. THe wanted to know whether vou 
were alarmed at the aggregate of consumer credit, and you responded 
that you were not alarmed at the aggregate, but did entertain som 
alarm about the quality. 

How can you separate the two? Tf you are alarmed at the dec ay 
ing quality of the loans made in this ¢ ategory, how can you fail to be 
alarmed about the agerest ite ? 

Mr. O’Keere. Well, if you clean up this quality, the quantity will 
automatically be taken care of. 

Senator O’Mationey. Yes, that is true. But when you say you are 
alarmed about the quality, I draw the conclusion that you see a de 
creasing quality of loans. 

Mr. ©O’Keere. There has been liberalization in terms, there is no 
doubt about that. 

Senator O’Manonry. Yes;and that is what gives you alarm ? 

Mr. O’Keerer. Yes, that is right. 

Senator O’Manonry. Where do you find that liberalization ? 

Mr. O’Keerr. In the acceptance of a lower downpayment and the 
extension of a longer term. 

Senator O’Manonry. Well, what is the initiation of it? What 
causes it to be appearing now 4 

Mr. O’Keerr. Well, it appeared about 18 months ago, and the pres 
sures to sell an increased production, in my opinion, caused it. 

Senator O’Mauonry. Pressures to sell an increased production ? 

Mr. O’Keerr. Yes. 

Senator O’Manonry. Where do those pressures and that production 
initiate? 

Mr.O’Krerr. The factories. 

Senator O’Manoney. In the factories ? 

Mr. O’Keerr. Yes. 
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Senator O’Manonry. So it is your opinion that the pressure of 

ianufacturers to promote sales and their increasing production is 
bringing about the lowering of the quality of the paper ¢ 

Mr. O’Keere. It no doubt has, to some extent. 

Senator Dirksen. May I ask a question? Would repossessions be 
i yardstick of quality ? 

Mr. O’Kerre. Normally they would be. However, repossessions 

have been abnormally low for the past year. 

Senator Dirksen. Were they higher before ? 

Mr. O’Krerr. Yes. But I contend we have not had time to gain 

normal experience on this large increase in business caused by the 
big volume handled in the last 12 months. 

Senator Dirksen. Would it go back beyond 12 months? 

Mr. O’Krrrr. Well, 12 to 18 months, perhaps. 

Rpsnces Dirksen. I was just wondering at what point the ratio 
of repossessions begins to go down. You say it is lower now, it is 
ennai low? 

Mr. O’Keerr. It has been for the last 12 months. 

Well, repossessions increased in our case anyway in 1952 and 1953. 
We had sort of an adjustment there, economic readjustment for a 
period, and it was a while that our repossession experience increased, 

id then it settled down, and since then it has been on a level keel. 

Senator Dirksen. That would go back about 2 years, I take it? 

Mr. O’Kerere. Yes. 

Senator Dmxksen. So that notwithstanding the volume of cars that 

ive come into the market and an increase in consumer credit, there 
\as been no real modification of ratio of repossessions ? 

Mr. O’Kerrre. No. 

Senator Dirksen. That means that the buyer has been paying his 
nstallments ? 

Mr. O’Keere. That isright. 

Senator Dirksen. Is that true of other appliances also, TV, radio, 
household appliances ? 

Mr. O’Keerr. I would think so. Our experience is very limited 
in those fields, however ; I could not tell you. 

Senator O’Manonry. Any other questions? 

Senator Winey. Yes. 

| am interested, sir, in your line of answers to the questioning that 
was suggested as to what youcall the quality. 

We are in this tremendous increase in economic, what you might 
call, earning capacity of the people of this country, running up to 

better than $300 billion now; that $327 billion includes the corporate 
also, as I get it from the statement I saw. 

That, plus competition among the manufacturers in relation to 
cetting out volume, plus competition among the automobile dealers to 
sell what is produced, produces what you call a buyer’s market. 

Mr. O’Kerre. That is correct. 

oe nator Wintry. And the buyer now can go around and do some 

ealing with the various folks? 

‘ O’Kerre. Right. 

Senator Wiitry. And, as a result, he may, as we say, trade in a steer 
or something as a downpayment on a car, where before he would 

ave to pay a substantial payment down. 
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On the other hand, everything indicates, according to your testi 
mony, that the payments are being met, and that we know that there 
is no real difference, except in upgrading the salaries and the wages 
of those who buy, that is the general tenor, as we read it now. 

Consequently, the matter of quality in the first and last instance 
really depends upon the same thing that a banker has when he makes 
a loan, whale it is a character loan plus a chattel mortgage or what- 
ever it is back on the vehicle that he sells? 

Mr. O’Keerr. That is right. 

Senator Wiiry. So it resolves itself into whether or not the dealer 
himself will handle the thing on a reasonable basis and not be stam 
peded by competition; is that right? 

Mr. O’Keere. That is correct. 

Senator Wirvy. Thank you, sir. 

Senator O’Manoney. Or pressure. 

Senator Witry. Well, that is part of the game, I suppose, whatever 
you call it, pressure, it creates a competitive market. 

Mr. O’Kerrr. That is right. 

Senator O’Manonry. Well, the pressure I am referring to, Senator, 
is the same pressure which was testified to by the witness, and which 
is mentioned in the letters that pour in to the committee from dealers. 
pressure from the factory to sell more cars than the dealers believ: 
should be sold or can be sold on a financially sound basis. 

That is the reason why dealers are complaining about the situation 
They feel in their expressions made to me, and I have read a lot of 
these letters, that there is a race going on, a production and sales race, 
between General Motors and Ford whic ‘h is driving local independent 
enterprisers who are automobile dealers to the wall. 

They cannot make a profit which will enable them to live comfort 
ably, and by use of the word “comfortably,” I mean without fear of 
disaster. 

Senator Wirry. You had better talk to your friend in Detroit who 
is head of the automobile union then, and see if they will not cooperate 
so that the pressures will not be there. You know who I mean, 
Senator. 

Senator O’Manionry. Yes, indeed, I know exactly what you mean. 

But TI also know that the spendable income, the disposable income 
of which we have been talking, is a basic factor and an indispensable 
factor in the economy. 

Senator Wirry. Is it your contention that the evidence shows that 
these automobile manufacturers at this time—I know the evidence 
showed up to 1945, I think, yesterday, whatever it was—but at this 
time they have got the dealers by the nape of the neck so that they 
can ship them any number of cars at any time, irrespective of whether 
or not there is a market, and so forth? 

Senator O’Manonry. Well, we have not heard from the dealers 
vet: we will hear from them, I think, this afternoon and in the next 
few days. 

T know what the complaint has been, and which is made. I do not 
know whether Mr. O’Keefe wants to answer this question or not. 

Mr. O’Kerere. No, I would not be qualified to answer. I think that 
is an answer that the dealers themselves will have to provide. 

Senator O’Manonry. Yes. 
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Do you have any other questions ? 

Mr. Nevitxe. I have just this one question, Mr. Chairman: 

You have referred in your earlier testimony to the differences in 
oper: iting costs that you have as against General Motors Acceptance 
Corp. by reason of the ownership by GM. 

Can you list the specific points, whether that would apply to your 
company, and put you at a competitive disadvantage ¢ 

Mr. O’Keerr. Well, let me see if I understand what you mean. 
Can I compare our operating expenses, you mean, with theirs? 

Mr. Nevitir. Yes. 

You have said that because of the tie-in, or in substance you stated 
that because of the relationship between GM and GMAC, they had 
less acquisition costs, [ believe you mentioned, and some other things. 
| wonder if you could be just a bit more specific about the points at 
which they have an advantage in operating costs and acquisition costs 
by reason of the association. 

Mr. O’Keere. I do not believe I have the figures well enough in 
mind to provide that information. I could probably make a study 
of it and give you findings for the record later, if you would like. 

Mr. Nevitie. Would that be of interest, Mr. Chairman ? 

Senator O’Manonry. Well, of course, anything that adds to ow 
information will be of interest. If you will furnish the committee 
with that we would be very much appreciative. 

Senator Winey. Pardon me, but I understand the evidence shows 
there was a differential between about 17 percent and 7 or 8 percent 
is to the earning capacity or net earnings, wasn’t that it? 

Mr. O’Keere. That was net earnings on net worth. 

Senator Wiiry. Now, I think what we are interested in, it seems to 
me, is whether or not by virtue of the fact it operates to the detriment 
of you people—in other words, if I make only 5 percent of my invest 
ment and you make 10 on yours, if I don’t ir dulge i In any unfair prac 
tices, I can’t see that it is anybody's business. But if, as a result of 
this differential, you think that it will operate to the detriment of the 
smaller finance companies, and the way that it has done—I under 
stood you to say in answer to Senator Dirksen that you set the pattern 
and you are meeting that pattern; is that right / 

Mr. O’Kerre. Yes; substantially so. 

Senator Witry. In other words, you play on the same table; it is 
all on the level in that respect. The only thing is that they have cer- 
tain advantages in making more money. Now, is it fair to say that in 

iew of that, that they are not taking advantage—unless they indulge 
in what you claimed in these two instances might be a pattern—the 
mere fact that they make more money is not regarded as criminal i 
this country # 

Mr. O’Kerere. They might be better managers than we are. 

Senator Winery. Better salesmen, too? 

Mr. O’Keere. Better salesmen. 

Senator Wirey. I don’t think you have done too badly, if I remem 
ber your statement yesterday. You are doing pretty well down there. 

Can you give me one more figure? What is the total overall busi- 
ness of the small companies like yours—though you are not so small 
in Texas, the overall of your companies, compared with the General 
Motors in Texas? 
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Mr. O'Keere. I don’t have those figures; I am sorry. 

Senator Winky. You have got a lot of companies like yourselves 
operating in that big State. 

Mr. O’Krrere. We have several. 

Senator Witey. And do you know what their total business in the 
State is? 

Mr. O’Kererr. No, sir; 1 do not; Lam sorry. 

Senator Wintey. Thank you. 

Senator O’Manonry. [intended to make a little résumé myself now. 
If | understand your testimony, Mr. O’Keefe, it may be summarized 
generally in this respect: No. 1, your acquisition cost runs about 30 
percent. The GMAC, because it is a 100 percent subsidiary of General 
Motors, has practically no acquisition cost. 

Mr. O’Krere. Well, if they do, it isn’t visible in the figures. 

Senator O’Manonry. Inthe second place—and this is an inference 
from what you have testified—all manufacturers get paid cash for the 
automobiles they deliver. 

Mr. O’Keere. Right. 

Senator O’Manonry. And that goes with respect to all manufac- 
turers and not General Motors alone. 

Mr. O’Krere. Yes, sir. 

Senator O’Mauoney. But dealers have to borrow money in many 
instances to pay this cash which the manufacturer gets. 

Mr. O’Krerr. Correct. 

Senator O’Mauonry. And to get that money, they are frequently 
the customers of finance companies like your own? 

Mr. O’Kerere. That is right. 

Senator O’Manonry. That the method of operation of General 
Motors and GMAC of creating obstacles between the independent. fi- 
nance company like yours and the General Motors dealer results in 
decreasing the amount of business that you can get from General 
Motors on General Motors cars? 

Mr. O’Keere. Right. 

Senator O’Manonry. And confines you to the field occupied by the 
other manufacturers / 

Mr. O’Kerre. It reduces the amount of General Motors business 
we can get. 

Senator O’Manoney. Yes. In other words, you testified that you 
have found from your experience that General Motors dealers who 
have been or who wanted to be customers of yours found themselves 
under pressure from both General Motors and GMAC not to do busi- 
ness with you? 

Mr. O’Krerr. Well, I didn’t say it in those words. I said that there 
were obstacles thrown in the way of completing our arrangement with 
the dealer, and in some cases they have gone oul and solicited their 
business while we were trying to work it out. 

Senator O'’Maronry. And in some cases you were unable to over- 
come those obstacles, and you didn’t get the business ¢ 

Senator Witey. And in some they did. 

Mr. O’Krere. Yes. 

Senator O’Manonry. In some they did. But the testimony is that 
it is a limitation on your doing business with General Motors dealers. 

Mr. O'KRerre. Yes. 
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Senator O’Manoney. And finally you testified that because of the 
pressure from manufacturers to sell, and because of the increase in 
production of cars, the quality of the paper which is signed by the 
purchaser, the ultimate purchaser, is getting poorer ¢ 

Mr. O’K rere. I said the terms had been relaxed. 

Senator O’'Manonry. Well. you si aid that you did have some alarm 
about the paper, and it was on that th: ¥ I based my summary. 

Mr. O’Keere. I beg your pardon. I didn’t intend to say that I was 
alarmed. I said I had some concern about it. 

Senator Witrey. About some of it 2 

Mr. O’Kererr. Yes, about some. 

Senator O’Matrionry. Of course, about some. 

Thank you. Are there any other questions? 

( No response. ) 

Senator O’Manonry. We are very much obliged, Mr. O'Keefe, tor 
your patience with us for all the questions we have thrown at you. 

Mr. O’Keerer. Thank you. 

Senator O'Manoney. I might say, Senator Lucas, if you have any 
comment to make, we will be very ‘el: ul to hear your voice again. 

Mr. Lucas. I yield to the Senator from Wisconsin. 

Senator Witey. I appreciate that courtesy. 

Senator O’'Manonry. Next witness. 


STATEMENT OF THOMAS W. ROGERS, EXECUTIVE VICE PRESIDENT, 
AMERICAN FINANCE CONFERENCE, ACCOMPANIED BY SCOTT W. 
LUCAS, COUNSEL 


Senator O’Manonry. Proceed, Mr. Neville. 

Mr. Nevitie. Mr. Rogers, will you identify yourself for the record ? 

Mr. Rogers. My name is Thomas W. Rogers. I am executive vice 
president and secretary of the American Finance Conference, the 
home office of which, and the only office of which, is located at 176 
West Adams Street, Chicago, Il. 

I have been in that capacity since 1941. Previous to that time for 
3 years | was director of research for the same organization. Previous 
to that I was on the fac ulty of the school of business at Indiana Univer 
sity for a number of years. 

Mr. Nevinie. In what capacity, Mr. Rogers? 

Mr. Rogers. Well, I was assistant egg of industrial relations, 
taught economics and business organization, general courses in bus!- 
ness, business law and so on. 

I hold the degrees of bachelor of arts from Birmingham Southern 
College, Birmingham, Ala.; master of arts in business administration 
and economics from the University of Chicago; and the degree juris 
doctor in law. 

Mr. Nevitte. How many members do you have in the conference ¢ 

Mr. Rogers. There are approximately 375 regular and associate 
members. And the regular members operate between 1,600 and 1,700 
home and branch offices throughout the United States and Can: ada. 

Mr. Nevitie. Can you compare the size of the members of your asso 
ciation with the size insofar as capital structure is concerned with 
GMAC on the average ? 
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Mr. Rocers. Well, our members range in size from a very small mem 
ber with a county seat operation, 1-man and 1-girl operation, to an 
operation with 110, 125, 140 branches. They run the whole gamut of 
size, from capital of $50,000 or less, up to millions. 

Senator Witry. Millions? 

Mr. Rocrers. Yes. 

Senator Witry. How manv millions? 

Mr. Rogers. Well, Mr. O’Keefe is a member of our association, and 
he indicated his capital was $10 million, approximately. The largest, 
I can’t recall the e exact figure, Senator, but it is, oh, perhaps in the 
ne ehborhood of $30 or $40 million. I would have to refresh my 
recollection. : 

Senator Winery. That is all right. What is the overall total of the 
capital structure of not only your—— 

Mr. Rogers. All the members? 

Senator Winery. Yes; not only of your members but, if you can, 
similar organizations that aren’t members in this country. 

Mr. Rocers. Now, you are asking me for specifies that 1 can’t recall 
directly. I will be glad to supply them for the record. But, as a 
guess, the total assets, or net worth, I should say, through the capital, 
preferred stock, and that sort of thing, of our company, members of 
the association, would probably be in the neighborhood of somewhere 
between 400 and 500 billion dollars. 

Senator Winey. And what is their total business, approximately ? 

Mr. Rocers. Retail, probably around $2 billion. 

Senator Witry. How much of that is in automobiles ? 

Mr. Rogers. The major portion of it, Senator. The specifies I can 
vet from our records, but I don’t recall. 

Senator Witry. Do you know what their average income is ? 

Mr. Rogers. No, I can’t tell you that. 

Senator Winry. Pretty he althy condition ? 

Mr. Rogers. Well, I would say reasonably so, not as healthy as has 
been testified to here so far as General Motors Acceptance C orp. is 
concerned, on the average. 

Senator O’Manoney. Will you suspend for a minute. 

(‘There was a short pause. ) 

Senator OManoney. The committee will stand in recess until 2: 15. 

(Whereupon, at 12 noon, a recess was taken until 2:15 p. m. of the 
ame day. ) 


AFTERNOON SESSION 


Phe subcommittee reconvened at 2:20 p.m. 

Present : Senator O'Mahoney (presiding), and Senator Wiley. 

Also present: Senator Stuart Symington, Joseph W. Burns, chief 
counsel: Gareth M. Neville, assistant counsel; and Donald P. McHugh, 
issistant counsel. 

Senator OManonry. Mr. Burns, are you ready to proceed ? 

Mr. Burns. Yes. Mr, Neville will continue. 

Senator O’Manoney. He will continue? 

Mr. Burns. Yes. 

Senator O’Manonry. I want to say that the committee is being 
pressed for time. I was impressed by the fact that all of the members 
of the committee this morning were so interested in the problem that 
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[ am afraid we took up more time than the witness this morning, and 
hereby shortened the opportunity that Mr. Rogers had of presenting 
11S Case. 

And if there is no objection, Senator Wiley, I will ask our witness 
his afternoon to be permitted to proceed with his statement before 
juestions arise. 

Senator Witry. I think that is a good procedure generally, but 
metimes because of my ignorance, when he suggests something, I 
vould like to get a little light on that subject at that time. It is a 
uestion of timeliness that is always important. And with that little 
eservation, why, go ahead. 

Senator O’Manonry. Very good. You may proceed, Mr. Rogers. 


STATEMENT OF THOMAS W. ROGERS, EXECUTIVE VICE PRESIDENT, 
AMERICAN FINANCE CONFERENCE; ACCOMPANIED BY SCOTT W. 
LUCAS—Resumed 


Rogers. Thank you, Mr. Chairman. 
irst, may I say that I have been asked to come down here and 
xpress my views and opinions and ideas with reference to this subject. 
\fter Mr. Neville called me, I did not have an opportunity to 
repare a statement, that is, a full statement, as some of the witnesses 
have prepared. But I have prepared here an outline which I shall 
follow and if it is your wish and desire, I shall be glad to place in the 
ord a prepared statement in which I can cover some of the things 
in detail than perhaps time here will permit me to do. 
nator O’Manonery. That will be acceptable, I am sure. 
he material referred to is as follows:) 


MENTAL STATEMENT BY THOMAS W. ROGERS, EXECUTIVE VICE PRESIDENT, 
AMERICAN FINANCE CONFERENCE, INC. 


he time of my appearance before the subcommittee on November 29, 1955, 

ted that I would be willing to supplement my oral testimony with additional 

ormation on certain facets of the problems in which members of the subcom- 

ttee were particularly interested. Accordingly, the following is submitted: 

|. From the information available to us, our best estim: ree with respect to the 

t worth and financial resources of the members of the Aimerican Finance Con- 
e, Inc., as of the end of 1954, are as follows: 


(a) Total net worth: Approximately $450 million. 

(b) Total debenture obligations outstanding: $150 million. 

(c) Making a total net worth and debenture obligations (capital re- 

urces) of approximately $600 million. Around $500 millions of this sum 
are used in the installment sales business and the remainder in financing 

ctivities in other areas. 

(7) Total resources, that is, the total footings of all of the balance sheets 

f our members, would be in the neighborhood of $3 billion. 

(ce) Total retail volume done by our members in 1954 would approximate 
$2 billion, with an additional wholesale volume of perhaps a similar amount, 
thus making a total volume of business of somewhere in the neighborhood 
»f $4 billion. 


These figures may be subject to slight variation or modification, as it is dif- 
ficult for us to get reporting on all details. However, these aggregates generally 
heck out consistently with other known figures about the financing business as 
whole. 

2. With reference to the placement or sale of insurance by General Motors 
dealers, on behalf of or as agents for Motors Insurance Corp. (MIC) or General 
iixchange Insurance Corp. (GEIC), it is the understanding of the independent 

les finance companies that substantially all of the insurance coverage placed in 
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connection with GM financing by GM dealers goes to these insurance companies as 
wholly owned subsidiaries in the GM family. Furthermore, at the present time 
in some 40 States GM dealers are licensed as agents for these GM subsidiary com 
panies and receive commissions from such subsidiary companies as a part of the 
financing “package” deals offered by these GM dealers, such commissions being a 
consideration for the promotion of the GMAC package deal. In other words, this 
is one of the various forms of financial incentives offered to the GM dealers to 
get them to use and promote the use of financing through GMAC. This is 
an example of the use of “family” organizations in a competitive market t 
achieve the domination and control of a related or nonrelated type of business 
activity. 

This integrated use of family organizations permits shifts or changes in market 
pricing and sales practices, and tactics, such as the upping or lowering of 
finance and insurance charges in unison, or in various combinations which could 
not be done by independent or nonfactory affiliated sales financing organization 
not having such integrated organization. As an example of this possibility 
and practice, we are informed that some years ago GEIC insurance charges 
were 75 percent of the manual rates used by other major insurance compani 
and that these lower rates were the rates paid by the consumer as a part of the 
GMAC financing package. But beginning about 1939, when MIC was organized 
GM began the policy of shifting coverage to MIC with full manual costs to the 
consumer, with the added 25 percent going to the dealer as a commission fo 
the sale of such insurance. 

This manufacturing-financing-insurance combination through family corpora 
tions integrated as to sales, marketing, and policy practices, represents an 
economic combination difficult—and sometimes impossible—for the independent 
sales finance companies to compete with on a direct basis, and as we have said 
permits the GM management to shift its marketing, financing, or insurance prac 
tices in the several areas to suit the overall objectives of the GM top management 
as of the moment of consideration. Divorcement or divestiture of these activities 
would mean that each activity would have to stand on its own economic feet 
and would intensify competition in the respective areas of activity. We ther 
fore share the view expressed by Mr. Baldridge that such divorcement 
divestiture is desirable 

3. At various times during the hearings reference was made to the comparative 
position of GMAC with respect to the automobile financing market, as well as 
to its capital structure and the advantages enjoyed by GMAC as a wholly owned 
subsidiary of General Motors Corp. Detailed data on these and other points 
is set out in a study made for the American Finance Conference, titled “A Study 
of General Motors Aeceptance Corp.’s Position in the Automobile Installment 
Credit Industry,” dated June 1955. 

A copy of this study is hereby submitted for insertion in the record as a matter 
of information We call attention particularly to the informatian set out i: 
chart IT showing what has happened to GMAC’s share of the automobile financin 
market since 1952, when the consent decree referred to in the testimony was 
entered. 


A Srupy or GENERAL Morors AccerTANCE Corp.’S POSITION IN THE AUTOMOBILE! 
INSTALLMENT Crepit INDUSTRY 


GENERAL MOTORS ACCEPTANCE CORP. 


GMAC was incorporated under the laws of the State of New York on January 
24,1919. The entire capital stock is owned by General Motors Corp 

The general business of GMAC and its consolidated subsidiaries is to finance 
the distribution of new products manufactured by General Motors to dealers 
for resale, and to finance such dealers’ retail installment sales of new products 
as well as used units of any make. 

The directors of General Motors Acceptance Corp., according to the annual 
report for the year ended December 31, 1954, were: 
G. ArDee Ames, executive vice president 
William H. Baldwin,’ vice president 
Albert Bradley, chairman, financial policy committee, General Motors Corp. 
James A. Callan, vice president 


1 Retired January 31, 1955. 
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lames D. Deane, vice president 

irederie G. Donner, vice president, General Motors Corp. 

Charles P. Fiske, executive vice president 

August Freise, executive vice president 

Lewis L. Lukes, president, General Exchange Insurance Corp.; president, Motors 
Insurance Corp. 

George Russell, treasurer, General Motors Corp. 

Charles G. Stradella, president 

john O. Zimmerman, vice president 


PrHE AUTOMOBILE INSTALLMENT CREDIT INDUSTRY 


\utomobile paper constitutes the principal component of consumer install- 
pent credit in the United States as indicated by the following statistics 
furnished by the Federal Reserve Board: 


Installment credit extended during the year, 1941-54 


{In millions of dollars] 


Automobile paper 
Other con- Repair and 
sumer goods | moderniza 
Percent of paper tion loans 


mount 
Amoun total 


$2. 929 
4, 498 
5, 280 
6, 458 


6,518 


Y5Y 


8, 014 


700 


While it was the favorable experience on automobile installment paper that 
established consumer installment credit as a sound type of financing, it was the 
iutomobile sales finance company which initially developed the techniques and 

erating policies Which made installment credit available to the average Ameri 
an consumer. In recent years, except for the period during and immediately 
following the second World War when new automobile financing was at a very 
ow level, sales finance companies have regularly extended approximately one-half 

f all the automobile installment credit in the United States. According to data 
furnished by the Federal Reserve Board, extensions of installment credit on 
passenger cars were made by sales finance companies, commercial banks, and 
ther grantors in the following proportion: 


Percent of automobile installment credit extended by sales finance companies, 
commercial banks, and others, 1947-54 


Percent of total extended by 

rotal auto- 
| mobile i 
| installment Sales | | 


. Commer- 
| credit finance j : . 


cial banks All others 
companies : P 


Thousands 
$3, 692 
5, 280 
7, 182 
8, 928 
9, 362 
12, 306 
13, 621 


12, 532 
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T, Financial Corporation 











Pacific Finance Corporation 


wes spagung —Ii— 10 nennieis 
General Finance Company 
51 52 53 1954 
CHART I 


SELECTED MAJOR FINANCE COMPANIES' PERCENT OF TOTAL AUTOMOBILE INSTALMENT 


” Tieeaiagmens Cars and Commercial Vehicles) 


Source: Exhibit I, Appendix 
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OMPARISON OF GMAC VOLUME WITH VOLUME OF OTMER SALES FINANCE COMPANITS 
Chart I on the preceding page illustrates GMAC’s percentage of all automotive 
wssenger Cars and commercial vehicles) installment credit extended by United 
tates sales finance companies from 1948 to 1954 It is significant that each of 

» largest independent sales finance companies plus all other United States 
ance companies combined show a decline in their respective share of the 
arket—but GMAC increased its share from 18.6 percent in 1948 to 34 percent 
1954. The increase in GMAC domination of the industry was especially pt 


o 
I 


meed during 1953 and 1954 when its percentage of the business done by all 
iles finance companies rose from 26 percent to 34 percent. 
oUu.S percent 


i) 


This is an increase 


1 July 28, 1952, a consent decree was entered against General Motors Corp 
nd General Motors Acceptance Corp. by Judge Walter J. Labuy, sitting in the 
ited States District Court for the Northern District of Illinois, Eastern Di 
ion, Chicago. This decree which became effective November 25, 19 term 
ited a suit filed by the Government on October 1, 1940, seeking to require GM to 
est itself of the ownership of GMAC. Previously, both GM and GMA¢ 
nvicted in the United States district court, at South Bend, Ind., of conspiracy 
violate the Sherman antitrust law as charged in counts of indictments returned 
inst the defendants on May 27, 1938, and upon which conviction was had by 

y trial on November 17, 1939. 


had been 


Che decree prevents discrimination against independent sales finance com 
nies and directs GM to permit these companies, at the dealer’s request, to pay 
rv GM cars at wholesale, and to give documents of title in connection with sucl 
vyinent It also forbids GM from coercing its dealers, in any way, to use 
(MAC It also provides that GMAC shall not represent in any manner to any 
dealer: (@) that GM requires him to patronize GMAC; (6) that his failure to 
»GMAC will result in the cancellation or termination by GM of the dealer's 
mtract, franchise, or agreement; (¢) that his failure to use GMAC will result 
the loss of any advantage, service, or facility furnished by GM; (d) that 
GMAC can obtain from GM any facility, service, or privilege which is not avail 
ble to any other finance company, 


GM AND GMAC MARKET PENETRATION 


Since GMAC does business exclusively with GM dealers, the change in GMAC’s 
lustry position has been influenced by the relative change in GM’s position 


in the automobile industry. Using 1952 (the year the consent decree became 


effective) as an index of 100.0, the relative change in GMAC’s industry position 
can be compared with GM’s relative share of all new 


car registrations, as 
follows: 


) | Gener »tors ceptane 
General Motors deneral ~~ <i Acceptance 
orp 


Percent of Index, Percent of 
industry 1952= 100.0 industry 


102. 8 
108. 7 
102. 6 
100. 0 
108. 0 
121.5 


Chart II illustrates this change in the market position of GM and GMAC 
Particular attention should be directed to the changes which occurred during the 


ast 2 years. During 1953 and 1954 GMAC increased its proportion of the market 
by 30.8 percent while GM increased its share of the market by 21.5 percent. 


EBT AND CAPITAL! GMAC COMPARED TO THE THREE LARGEST INDEPENDENT 
FINANCE COMPANIES COMBINED 


SALES 


The ratio of borrowed funds to equity capital is of prime importance to any 
sales finance company. The more borrowed funds a sales finance 
able to employ in relation to a given amount of capital in financing its portfolio 


company is 
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CHART IT 


INDEX OF G.M.A.C.'S SHARE OF AUTOMOBILE INSTALMENT 


CAR REGISTRATIONS, 1949 - 195) 
(Index: 1952 = 100.0) 


Source: Exhibit II, Appendix 


of installment receivables, the greater the leverage will be on its equity invest 


ment. Consequently, the borrowed-funds ratio is a vital factor in determining 
the net return on the capital investment of a sales finance company. 
ple, a company which, perhaps for privileged or 
realize 


For exam- 
noncompetitive reasons, can 
a higher than normal ratio of borrowed funds to capital employed, i 
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position to accept a smaller net return on 
nit that company to realize a somewhat 
competitors 


its fnance volume. This would 
better return on its investment than 


Reductions in net return on installn ent receivables could take several forms. 
st, commissions paid to dealers noght be subst: ntially increased. Second, 
dit terms might be liberalized to tie extent of -induly increasing the busi 
as risks involved. And finally, a company might accept a poorer class of 
per and realize unfavorable liquids tion experience. ‘These factors are ex 
ely important to the sales finance industry and become especially significant 
ey happen to apply to a company that dominates the industry. 
The use of term debt subordinated to the regular or senior borrowings has been 
eloped in recent years and provides sales finance companies with a means 
expanding the borrowing base. 


Subordinated obligations are merely another 
tegory of 


borrowed funds and permits sales finance companies to increase 
ir leverage on invested capital. The increase in leverage has been relatively 
lest in the case of the three largest independent sales finance companies 
very substantial in the case of GMAC. The ratios of all 
irrent, long term, subordinated, and nonsubordinated) to 
GMAC and the three largest independent sales 
wr 1947 to 1954 are listed below. 


classes of debt 
equity funds for 
finance companies combined 


Charts IIT and IV on the next two pages show the large increase in the total 
lebt of GMAC in relation to the increase in equity capital. 


The debt and capital 
i\tionship of the three largest independent sales finance companies combined 


ilso shown for purposes of comparison. It is evident that GMAC has been 
ble to inerease substantially its ratio of borrowed funds to equity capital 


ver the borrowed-funds ratio for the three largest independent sales finance 
ompanies combined. 
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Three Largest 
Independent 
Finance Companies 

Combined 


1948 1949 1950 1951 1952 
CHART III 


* Debt includes current borrowings, open accounts, term 
borrowings, subordinated notes, and capital debentures. 
Capital includes preferred stock, common stock and surplus 


Source: Exhibit III, Appendix 
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Millions Millions 
of Dollars of Dollars 


2,483 


THREE LARGEST 
INDEPENDENT FINANCE 
COMPANIES COMBINED 


CHART IV 


TOTAL DEBT AND CAPITAL, G.M.A.C. COMPARED TO THREE LARGEST 
INDEPENDENT FINANCE COMPANIES COMBINED, DECEMBER 31, 1954 


Source: Exhibit III, Appendix 
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XHIBIT ll. General Motors Acceptar cé Corp share of automobile installment 


) , oC 
credit passenger and comme ‘ciat cars) extended b ] l nited States finance companies 


compare 1 with General Motors’ share of total l nited States mew cai istrations 


000, OOO 27, 000 

000, 000 2, OOO, { 
s66, OOO 
SY1. OO 


innual rep 


1 Various registrat 


(1955 Automotive 
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Mr. Rocers. First of all, may I say that if I understand the thinking 
if the inde spende nt sales finance companies of the country, what they 
want is a free market, in reference to the purchase of automobile 
nstallment paper from General Motors dealers. 

Now, a free market in my view of things involves a situation where 

| parties have equal access to that market upon substantially the 
une conditions without any special privileges or advantages. 

It is the opinion, I believe, of the independent sales finance com- 

nies of the country that such a free market does not exist for General 
Motors dealers in the sale of their installment sale paper today. 

night be helpful, | think, in order to gel perspec tive—and Mr. 
hairman, personally, in my thinking I like to have perspective when 
talking about these things—it might be helpful for us to describe 
tly how installment sales contracts are created and how they get 

to the hands of sales finance companies. 
lwo steps are involved in that: First, there is the creation of the 
tract as a result of bargaining, as the result of activities and rela- 
ships between the retail dealer and the installment purchaser the 
ditions of that contract, the terms and all of that sort of thing, are 
efermined by the economic situation, the forces and that sort of thing 

it exist as of that particular time. 

Now, insofar aus hew car sales are concerned, J believe these dealers 
viio are present would verify this statement generally that in perhaps 
from 7) to SS percent of the cases of new-car sales, a used car is traded 

some fashion or form. That is true to a certain extent with refer- 

e to used-car sales, particularly of the late model used-car sale. 

‘\Tany times that that automobile is traded in, it is used as a down- 
avinent. If it is not sufficient to make the downpayment, additional 

ish may be paid and so on. 

But anyway, as a result of that economic situation, an installment 
siles contract Is created, which is the property of the dealer, and in 
egal terms it is a chosen action. It is a personal property which he 

ay retain if he has the capitol to do so or which he may sell if he 

shes. if he so desires. 

The major portion of the retail dealers of the country sell their 
ontracts because they ‘do not have working capits al enough to carry 

em to maturity and historically that he as been the case. 

If I remember my figures correctly, perhaps 95 percent or 96 per- 
ent of all of the paper created by the dealers as a result of this situa- 
tion is sold either to commercial banks or to sales finance companies. 

So you have two steps: Creation of the contract and the sale of the 
ontract. 

And in many of these things that have been talked about here in the 
ist 2 days, the practices and the pressures and the other aspects of 
hat, go to the point of these steps that are involved in this flow of 
economic activity and in the distribution of motor vehicles. 

Now then, sales finance companies generally perform two broad 
conomic functions for automobile dealers. 

One is they extend credit which we call wholesale credit or floor 
lun which has been mentioned here in the testimony, for the purpose 
f enabling the dealer to purchase his merchandise from the manu- 
icturer, 

Historically, it has been the policy of manufacturers of the country 

have cash mone yon the barrel head i in the sale of their motor ve 
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hicles to their dealers before they are shipped to dealers. So that th 
dealer either has to pay for it at the factory or he has to arrange for 
it to be paid for at the factory, the ohubails credit and so on. 

The second broad economic function is to purchase from these retail 
dealers this retail installment paper which was created as a result of 
this first step which I mentioned a moment ago. And sales finance 
companies, the independents and others that have been referred to 
here, compete with each other for the purpose of purchasing that 
paper. 

(nd it is kind of axiomatie in the industry, if you look at it overall, 
that the retail paper, the sale of the retail paper to a very considerab] 
extent, follows the whole sale, as we say, that is to say, that that firn 
that gets the wholesale, or furnishes the wholesale credit, usually pur 
chases the retail credit. So the wholesale becomes important. 

And the testimony that was given here this morning in reference 
to those impediments and delaying actions and that sort of thing was 
significant because it has to do primarily in the first instance with 
wholesale and secondarily with reference to its impact upon the com 
petitive situation insofar as the purchase of the retail is concerned. 

Now then, in this competition between the sales finance companies, 
two things stand out as the point of competition. One is price and the 
other is service. As was said here by some witness yesterday, I be 
lieve, money is money. And the quality aspect that you sometimes 
find in competitive relationships there, except insofar as it might be 

incidentally w yen reference to the nature of the paper is concerned, 
is 2 secondary or tertiary thing so far as competition is concerned. 

The dealer in ge sale of that paper to the sales finance company 
wants to get the highest price that he can for that paper. And, of 
course, he wants the best service that he can get too. So it is upon 
those two things that competition turns with reference to the sale of 
that paper by the dealer to the sales finance company. 

Now then, the price that can be offered by the sales finance com 
pany to the dealer for that contract depends upon the cost of operation 
of the sales finance company. And the sales finance company costs 
divide themselves or are composed of two broad categories or group 
ings for purposes of classification—operating costs and money casts. 

The operating costs of the typical finance company would represent 
from 50 to 55 percent. generally of the gross revenue that this finance 
company would get—the gross income. 

And T might explain what T mean by that. When these contracts 
are purchased porge the retail dealer by the sales finance company, they 
are purchased at a figure which is less than the face amount of the 
contract, that he being determined by competition as you shal 
see a little bit later on. 

But the income to the finance company is the difference between 
its purchase price and the face amount of the contract which is 
collected from the consumer. 

So the operating costs, 50 to 55 percent and second money costs. 
which represent about normally from 30 to 40 percent. of this gross 
income, the differential between the purchase and the face amount 
of the contract, and the balance, the difference between the sum of 
those two, and the gross, is what is left for the finance company for 
profit and to pay taxes out of, you see. That is the broad pattern. 
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Now then, the principal components of these operating costs are, 
first, acquisition cost, then what I called here service cost, that is, 
cost of record keeping and the mechanics of keeping accounts and 
the rent and the overhead, liquidation of the contract in the normal 
ourse of getting the payments back and handling it, you see. 

And the third item, as I have classtied it here, is what 1 have ealled 
ollection costs. That is in those instances where the accounts are 
lelinquent. There have to be collectors and people who go out in the 

indling of the process of those extraordinarily difficult accounts that 
ou get in the course of business. 

(nd, fourth, losses. There is a certain percentage of the total 
mount of this business which is lost. And, of course, that percentage 
lepends upon the credit underwriting practices and the general poli- 

es of the companies and a lot of other things, but those are the four 
omponents of this operation situation. That is, broadly speaking. 

Now, money costs, which was the other major factor here that I 
ientioned, are a matter of the lowest net interest rate that can be 
btained by the borrowing finance company from its sources of funds. 

There was testimony here this morning and some yesterday, with 
reference to the ratios between the equity, that is the amount of 

upital which the owners have and the amount which was borrowed- 

t was testified, I believe, and I think correctly so, General Mietabe 
\cceptance Corp., in the $100 that it has to operate on, about $5.50 
of that is its money and about $94.50 is borrowed funds, you see. 

So this cost of money becomes an important factor in this price sit- 

ion. And that is the significance of this ratio situation we went 

o with such technical aspects of leverage and that sort of thing 
this morning. 

But the money costs, the objective of the management of the com- 
pany, is to reduce its money costs to the lowest possible figure as a 
percentage ratio or relationship to the total amount of funds bor- 
rowed and then, of course, to obtain the maximum amount of borrow- 
ig in relationship to its own equity capital. That is a part of that 
pattern of things. 

With this general background and analysis, | might say that in a 

umber of these areas GMAC has an absolute advantage over the in- 
dependent finance companies by virtue of its ownership by General 
\otors Corp. 

Now, for instance, in the area of acquisition costs to which I referred 

oment ago, some of those advantages are of this nature: GMAC 

il member of the General Motors family and, there fore. has or mi Ly 
lave e a psychological and economic pressures that it may bring 
to be: to its advantage which are not present for the independent 

nance company. And these oe which accrue to it by virtue 
of that owne rship can be overcome by the independent company only 
vy the substitution of other kinds of economic activity or pressures 

r extraordinary types of things. 

ly other words, it starts with a handicap, that is, the independents 

vith a hi acim from the very beginning with reference to that. 

‘The refore, it has to, generally speaking, offer certain types of in- 

ntives, inducements, and so on, to the dealer, which result in increas- 

« costs to the independent finance company which are not present 

ith reference to the factory-owned finance company. 
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Senator Wirey. Let me interrupt there. It seems to me you a 
making the point very clearly in view of the testimony this morning 
that because of General Motors having this advantage and that they 
are lixing the discount terms, that you fellows have got to meet, that 
the publ is benefited by it. [s the public injured by this 4 

Mr. Rogers. That, of course—I heard you ask that question thi 
morning, Senator. Now, the public may 

Senator Witey. T mean the fellow, the dealer, who sells his ear. 
the terms that are made. 

Mr. Rogers. Yes. Now, ostensibly and on the surface of the things 
it may appear that that rate is lower. But let me call your attentior 
to this, Senator, as a matter of the overall pattern—TI will touch o1 
this a little bit later—since you raised the question, I will answer it 
Now, General Motors Corp., in the first instance, has these lowe: 
acquisition costs; it has lower money costs, all that sort of thing 
Therefore, it uses a part of those to get this paper in the first instance 

But if it is not suecessful in relation to that sort of situation, it is’ 
Ina position through GMAC, if it wants to, to operate entirely with 
out any profit in GMAC, and subsidize that through the increase of 
the price of the automobile since its objective, the overall objective, of 
General Motors Corp. is to make and distribute the largest number 
of automobiles that it can; do you see ? 

Senator Witry. I can see you could do that but, on the other hand, 
selling its automobiles it has got to compete with all these other 
automobiles, Ford and the rest of them. 

Mr. Rocrrs. It has 50 percent of the market today, Senator. 

Senator Witry. That is all right. Still they are trying to reach 
for more. 

The point I was making, and I do not want to interrupt here, but 
it was suggested this morning that some of us may have been talking 
a little bit too much, but the point was, is there, as a result of the com 
petition of General Motors a resulting benefit to the dealer—on dis 
counts with you fellows? In other words, are they keeping the dis 
count rates down? I got that impression. 

Mr. Rogers. To whom ¢ 

Senator Wiiry. That it was affecting you in that you 
charging so that you could make more profits. 

Mr. Rogers. Let me see if I follow your line of reasoning here. 

Senator Witry. No, no; I am asking the question. 

Mr. Rocrrs. Well, you are asking the question. 

Senator Witry. Yes. 

Mr. Rogers. You are asking the question of me, and you are saying 
that I have said 

Senator Witey. I got from what you vin said, it resulted, Gen- 
eral Motors competition resulted—I repeat again, it is nothing to me: 
our State has definitely said in a decision lately what was what on this 
subject. But if your argument is that Gener al Motors should—I mean 
the finance company should go out of business—— 

Mr. Rogers. Yes. 

Senator Wirry (continuing). Because it results in their fixing 
what paper can be discounted; am I right about that ? 

Mr. Rocrers. They dominate the market. 


Senator Witey. But do they virtually fix the discount rate be- 
cause— 


were not 
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Rogers. The inference is that from an economic pomt of view 

they have the power to dominate the market, which they do be 

e they, as T remember correctly, get about a third, roughly, of all 

f the volume of business done by sales finance companies in the 

United States, and it is elementary in economies that that particular 

ercentage would enable them to have an impact upon the market. 

Now then, if they get that percentage, if they ) are in that position, 
hen they set the pattern of the competition ; yes 

Senator Winery. Yes. In other words 

Mr. Rogers. What is the purpose behind the setting of that pattern 
ab ononegew te That is really what you and I are talking about in 

timate sense of the term here. 

nator Winey. Not necessarily. What we are talking about, it 
- to me very plainly, is that there are three factors involved. 
re is a finance company, there is an automobile dealer who has to 
anee this 

Mr. Rogers. That is right. 

Senator Winky (continuing). And who, if he has not got competi 
tion from without, then the finance company within his own commu- 

ty will take the business and fix the terms. 

Mr. Rogers. Se nator, as I said earlier, the terms are fixed by com 
»etition. ‘There are 375 comp: inies that are non-factory-owned, non 
factory-efiated, but those 375 companies in terms of total volume 
ret not any more than GMAC asa single company gets. 

Senator Winey. And yet the testimony- 

Mir. Rogers. And they cannot act in unison to meet the competition 
if General Motors. They would be in violation of the antitrust laws 
fthey didthat. Yet here is a single company— 

Senator Witry. Yet the testimony seems to be undisputed that by 
virtue of General Motors doing what they have done that they fix 
the discount rate. 

Mr. Rogers. Well, it is my personal opinion 

Senator Wiiry. Is it high or low? 

Mr. Rogers. That is a question of how high is up. If you are going 
to ask a question of that kind, that is what it means. 

In our free-enterprise system, Senator, the level of price is estab- 

ished by competition and, as I said in my opening statement here, all 
ndeper dent sales finance companies of the country want is a free 
nail so that they can go in to that General Motors dealer with the 

une degree of aggression, and that General Motors dealer feels that 
le is not under any compulsion from General Motors or is not in fear 
of intimidation of General Motors, and if he does not sell his finance 
paper to an independent finance company, he is not going to be re- 
tahated against; do you see ¢ 

Senator Wirey. I think you have stated what everyone else wants. 

Mr. Rogers. Yes. 

Senator Witry. We do not want any aggregation of wealth, politi- 
al or economic—— 

Mr. Rogers. That is right. 

Senator Witry (continuing). To pull a Hitler stunt or a Mussolini 
stunt. 

Mr. Rogers. We are agreed a hundred percent. 

Senator Wirry. But, at the same time, we want competition that 
will ultimately redound to the benefit of the purchaser. 
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Mr. Rocers. Yes; I will agree with you on that. 

Now, then, prob: bly the difference between the point of view you are 
expressing and the point of view I am expressing can be pointed 
up in a sense in what Mr. Baldridge here said the other day: When 
do you have a concentration? He “did not say it in these terms, but 
this is the economic implication of it. When do you have a concen- 
tration of power? I was going to come down to this later on—when 
do you have a concentration of power which you, by legislation or 
otherwise, should curb in the public interest and the public welfare? 

Now, then, if you get a concentration of wealth, and I am not pre- 
pared to say whether that is 30 percent or 15 percent—I have some 
personal ideas, but I am not going to spread those on the record here 
unless I am asked specifically about it—at what point do we get in our 
concentration where you get the exist of free enterprise and the be- 
ginning of a benevolent autocracy ? 

Senator Winey. I think you phrase it very well; I think you do. 
But in many instances, of course, it is the result of nonbenevolent 
human beings and, of course, while we have got laws to restrict it, 
we have got to be careful also that we are not passing laws that will 
be in favor of those who want to profit by it also. 

Mr. Rogers. Exactly; I agree with you on that. 

Senator Witry. And that is the reason for my question. 

Mr. Rocenrs. Yes. 

Senator Wirry. If, as a matter of fact, General Motors, by virtue 
of their conduct here which—and I might ask you what you mean by 
“free,” I think you have defined it just now—their action results in 
giving an added benefit to the dealer, and certainly there must be in 
this free country a bunch of their dealers who feel the benefit of what 
they are getting through General Motors; there must be. Ihave never 
heard them compl: 1in before to me personally. I understand you are 
going to have witnesses. 

Mr. Rocrrs. There are a lot of dealers in this room this afternoon. 
I do not know what they are going to say, but I know what a lot of 
them have said to me. 

Senator Wiiry. Then if they are violating the law so it is not a free 
market, so that a dealer cannot go where he wants along the lines you 
say, then I think the case can be made out that they are indulging in 
unfair practices, and the supreme court of my State has spoken very 
definitely on one matter that involved cancellation of contracts, as you 
know, all this and that. But in seeking to find the truth here 
today—— 

Mr. Rocers. That is what we want, Senator. 

Senator Witry (continuing). I know that you are on one side of 
this fence, I am on neither side of the fence; I am simply sitting as the 
judge, as it were, to try to find the way that will be the most beneficial 
for the general welfare, which includes General Motors, which in- 
cludes the automobile dealer who buys this car, and the public, 
generally. 

Mr. Rocers. We are not in disagreement, Senator, with reference to 
the ultimate objectives with reference to that sort of thing. But, as I 
believe I said to you in private conversation some time earlier, that 
when you have people in an economic order in a position competitively 

where they have to persuade rather than tell, I believe that our eco- 
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nomic system will function better because human nature, being what it 
is— and you just referred to the human nature thing—whenever a per- 
son gets into a position in any phase of life, economic or anything else, 
wherever he is in a position to tell the other fellow what he must do, 

either directly or indirectly, it is not long before that individual be- 
cins to look over his own work and he finds that it is well, and he does 
not brook any opposition ; the differences of opinion, that sort of thing, 
are shushed up. 

I am grateful that we can sit here across this table, you as a member 
of the United States Senate and I as a private citizen, and can talk 
about these things before this audience this afternoon, because I think 
they are essential to the freedom of our enterprise system and to the 
operation of the country as a whole. 

We are not in disagreement on that; and this whole business, where 
you get into the area of judgment with reference to where we should 
begin and where we should stop, with reference to what we should do, 
reasonable men may reasonably disagree, and I hope we can do it with- 
out being disagreeable. 

Senator Witry. Well, we won't have any trouble about that. 

Mr. Rogers. Excuse me, Mr. Chairman, for making a speech. 

Senator Witry. You area philosopher on this subject, I can see that. 

But I want to say definitely the real issue is whether or not this is a 
free market and whether or not there are those who feel that they have 
been trespassed on, and if they have, what are the facts to show that 
their rights have been interfered with. 

On the other hand, if you want to divest the finance company from 
General Motors, that is one thing—is that what you recommend ? 

Mr. Rocers. Well, it is my personal judgment that a divestiture of 
General Motors Acceptance Corp. as a wholly owned subsidiary—I 
mean, if you require Gennes! Motors to divest itself of the oe 
of the General Motors Acceptance Corp., it would have an effect, 

sitive effect, in freeing the market to a greater extent than it is es 
tod: iy, if you ask my personal opinion. 

Senator Wirry There is just one other question. Please be specific, 
1,2, 3,4, 5, as to where it is not free. The word “free” is a generality. 
You may interpret it one way and I another. If I go to the bank 
and ask for a loan and they won’t give it to me, they tell me where 
to get off at, that I have to put up collateral, and so forth, they are 
exercising their freedom, and I exercise my freedom by going some 
place else. But I can’t believe that throughout this country of ours, 
_ General Motors having as many dealers as it has—many of 
whom I know in my own State that have never said anything con- 
trary to me—that the thing is all wrong and all crooked, 1 can’t 
believe that. 

Mr. Rogers. I have not said, Senator, that it was crooked. Neither 

ave I said up to now in my testimony that these things that I am 
an ote of are illegal in one sense of the term. What I am trying 
to say—and I think I have—I will clarify some of the things you have 

sked here if I can go on with my outline—I am saying that you 
h ive got a concentration of economic power which can be exercised 
and which in the opinion of some is being exercised. 


Senator Witry. Well, I think that is the nub of the whole thing. 
Mr. Rogers. Yes. 





































































































































































































3146 STUDY OF THE ANTITRUST LAWS 


Now then, as was said here earlier, when you come down to the spe 
cifics of the violation of the law, statutory law—you are a lawyer, 
| am not a practicing attorney, I was 1s expose d to the law in law school, 
but I am not a practicing attorney- 

Senator Winey. You are doing pretty well. 

Mr. Rogers. You et areas of judgment—and the whole purpose 
of this hearing, as I understand it, is to bring out feelings, under- 
standings, facts, all that sort of thing, with reference to what should 
the Congress of the United Sates do by way of amending our laws, 
if need be, to change some of these terms, as I have heard the chairmar 
state it. I am telling the chairman and you as a member of this 
committee how the independent sales finance companies of the countr y 
in my judgment feel with reference to what this situation is. 

Do I make myself clear on that ? 

Senator Witry. I think you make yourself clear about it. But you 
haven’t told me just what “free” is. 

Mr. Rocers. I defined a free market back here earlier 

Senator Wiiry. Yes: but let’s put is concretely. You said thai 
some people are forced. We agree that if they are forced contr: ary 
to their will through fear of retribution, or something like that, that 
that is not freedom. But if it is mere argument or salesmanship- 

Mr. Rogers. I have said to you, and I repeat now, that in the judg 
ment of the executives of many independent sales finance companies 
with whom I have talked, conversationally or otherwise over these 
years, that there are economic forces, ti uctics, practices which are very 
difficult to get at in terms of putting your finger on them, 

Nevertheless, they have the opinion and the i impression—I am test! 
fying to the opinions here of these individuals out of my judgment 
of them-—— 

Senator Witry. They couldn’t be prejudiced, could they? They 
are in re 

Mr. Rogers. Can human beings be prejudic ‘ed ? 

Senator eon, You have said it. Carry on with your statement. 

Mr. Rocers We are not too far apart, Senator. 

Now, for most finance compaies the acquisition cost would run fron 
about 25 to 35 percent of their operating costs. 

Now, I mentioned acquisition costs. There is another area with 
reference to collection costs and losses. GMAC through its method 
of operations shifts largely to the dealers the economic burden of that 
type of economic cost. 

With reference to the money cost, the other major area that I men 
tioned, GMAC has an advantage in the market place insofar as rates 
are concerned, because it is a wholly owned subsidiary of General Mo 
tors, and therefore either primarily or secondarily has behind it the 
credit of General Motors Corp 

Now, it has already been testified here that there borrowing is 15 
to 1, 16 to 1, and so on, as compared to 4, 5, or to 1 for the independent 
companies. That, I think, is testimony, and very excellent testimony, 
to the fact of what I am talking about. 

Senator Witey. Don’t the people get the benefit of that? 

Mr. Rogers. You mean the finance company that discounts the 
paper gets the benefit ? 
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Senator Winey. No, the dealer, because the finance 
G§MAC 


ount rate of the paper to the dealer by the finance con npany ¢ 
Mr. Rogers. It has an economic impact on it, as | 
Senator WILEY. 
and the rest of them. 
Mr. Rogers. Yes. But let me point out to you that in this tripartite 
1 two-step thing that I presented to you a while avo, the rate to the 
the ultimate amount of that contract is a matter of bareaining 
between the dealer and the purchaser, which involves more than i 
icing in most 
ll of this later on here, and it is not my province to get within that 
ea, but Just simply describe the economics of the situation here. 
\nd the problem is not a simple one. So you can’t give a 
swer and say that if A, B, C happens, D is going to happen over here. 
| ~ problem is too complicated with reference to the whole economics 


the situation. 


question of trade-ins, you have got terms, a lot of other things involved 
n this whole picture. 
Now, then, I think I have covered in our colloquy here some of the 
other points I have, so I won't take up the time of the committee and 
e others to go over them. 
But to conclude, generally it is my personal feeling, I would say 
ud I think the feeling of many, many of the majority of the inde 
pendent sales finance companies of the United States—that these 
idvantages which I have described here, perhaps somewhat inade- 
and perhaps not entirely to your satisfaction, Senator, give to 
as a wholly owned subsidiary of General Motors Corp. an 
economic power that may be utilized by General Motors at will to ” 
extent desired in order to achieve the desires of General Motors Cor 
vith reference to whatever policy of manufacture and sales Sakai 
tion it may desire to set up. And that there is not in existence—cer- 
\inly not among the independent sales finance companies—the eco- 


has this added advantage—do you give a lower rate to me, a 
stler, when I discount my paper ¢ 
Mr. Rogers. You are saying does GMAC pay a lower price to the 
lealer for the financing contract ¢ 
Senator WILry. 
ie advantage ¢ 
ret it cheaper ¢ 
Mr. Rogers. GMAC would be in a position if it 
ie benefit of that lower cost to increase the price to the dealer by that 
ount. But it is highly improbable that it would do that a hundred 
It probably would retain some for itself as a part of = reased 
profit, and if competition were necessary for it to get the | 
nder those circumstances, it would do that. And it has that economic 
leverage, that is the point of what Lam saying. 
Senator WiLey. 
Mir. Rogers. Lam sorry, Senator. I don't know how I can be more 
pecific. 
Senator WILEy. ’ 
iy, a given rate, and another bank will let me have it for less, and I 
iengaged in business with a man, do I give that man the benefit of 
the lesser rate ¢ 





STUDY OF THE ANTITRUST LAWS 3147 








company 


That is one way of putting it. But does he get 
Because they can get cheaper money, does the dealer 


eave to the dealer 


UsINess 
You didn’t answer the question. 
Well, if I can go to one bank and borrow money at, 
In other words, is it instrumental in fixing the dis- 


id be fore. 
Of course, and that fixed an overall rate for you 


instances. Now, these dealers are going to go into 


specific 


You have got used-car prices, you have got the 
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nomic power which could counteract that, and that if General Motors 
were to decide that it wants at all costs to get on top of Ford, for in 
stance, and it took wild terms, it took anything, lowering of rates in 
financing, or whatever economic thing was necessary in order to accom 
plish that, it has within GMAC an instrumentality that could be used 
by General Motors to accomplish that even to the extent of putting 
every single independent sales finance company out of business in this 
country. 

I am not saying that they are going to do that; don’t misunderstand 
me. I believe there are some General Motors folks here this afternoon. 
1 am saying that the economic power is here to do it if they want to, 
in my opinion. And I am saying that, human nature being what it 
is, it is not well for the country as a whole for us to be in the position 
where an organization could do that. 

Senator O’Manonry. Well, Mr. Rogers, as I understand you, there 
are 375 independent finance companies affiliated with your organiza 
tion. 

Mr. Rogers. Yes, they are members—regular and associate mem 
bers, yes. 

Senator O’Manoney. Does that constitute all of the finance com- 
panies with the exception of GMAC ¢ 

Mr. Rogers. No. CIT and Commercial Credit do not belong to om 
organization. 

Senator O’Manoney. They do not belong? 

Mr. Rocrers. In the major finance companies—perhaps groupings- 
vou get GMAC, which is the biggest; CIT, which is the next in size: 
Commercial Credit, and so forth, which are not too far apart, and then 
on down the line. But the 375 sales finance companies that are mem- 
bers of our association, as I said earlier, constitute all sizes, all kinds, 
all over the country. They have operations in all the Ste ates of the 
country—that is, one might be in a county seat town, another might 
operate as Mr. O’Keefe’s company oper: ates, in 3 or 4 States. They 
run from all sizes from a one-horse operation in a county seat town on 
up toa very large group. 

Senator OM AHONEY. Now, GMAC is the wholly owned subsidiary 
of General Motors? 

Mr. Rocrers. That is my understanding, yes, sir. 

Senator O’Mauonry. There is no doubt about that. And General 
Motors sells at least 50 percent of all the cars that are now being sold 
in the United States? 

Mr. Rocrrs. My recollection is, Senator, that during the first 7 
months of this year they produced slightly over 50 percent, or roughly 
50 percent, of all the passenger motor vehicles produced i in the United 
States. Ford produced about 25 or 28 percent, Chrysler about 18 per- 
cent, and the independents about 5 percent—I mean, that is the general 
pie ture. 

And I might say also in that connection it is my understanding— 
although your committee perhaps has more accurate information—but 
according to my estimates, based upon such information as is avail- 
able to me, General Motors Acceptance Corp. would do perhaps from 
75 to 85 percent of all the retail installment sales financing done by 
General Motors dealers where it originates with General Motors. 

Senator O’Manoney. Seventy-five percent ? 
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Mr. Rogers. Seventy-five to 85 percent. 

Senator O’Manoney. Of all the financing done by General Motors 
dealers 4 

Mr. Rogers. That is right. They only serve General Motors dealers. 
So you can see in this competitive — 

Senator O’Mantonry. Let me ask a few questions. You are full of 
this information. And I am trying to get little bits and pieces of it 
so as to fill up the vacancies in my understanding. 

Now. as to the 375 fin: ince companies belonging to your organiza- 
tion, what proportion of all the cars sold in the U nited States last 
year do they finance? 

Mr. Rocers. Well, let us look at some figures—last year you are 
talking about, 1954? 

Senator O’Manoney. Last year—this year—whatever is on the tip 
of your tongue. 

Mr. Rogers. Specifically, to give you an exact figure, but my best 
judgment and: my general] knowle dge as of the moment would prob: ably 
be about 18 or 2() percent. 

Senator O’Manonry. Then—— 

Mr. Rocrers. You are speaking now of all? 

Senator O’Manoney. All makes of ears. 

Mr. Rocers. All automobile financing—dollarwise, I am speaking 
of now—of all automobile financing in the United States? 

Senator O’Manoney. Yes. 

Mr. Rogers. About, not too far from 20 percent, one way or the 
other. 

Senator O’Manonry. How much of that is done with General 
Motors dealers? 

Mr. Rocers. That I do not know, Senator. I have never made a 
survey on that. My impression is from conversations with 
individuals 

Senator O’Manoney. Let me interrupt you. If you haven’t already 
reached the conclusion that GMAC does 75 percent of the business 
with the General Motors dealers—— 

Mr. Rocers. Yes. 

Senator O’Manonry. Then there is left for your 375 only a field of 
25 percent of the dealers. 

Mr. Rocers. Well, it is less not only for our 375, but for the banks 
and CIT and Commercial Credit. 

Senator O’Manoney. That was my next step. 

Mr. Rogers. Yes. 

Senator Witry. Plus the other 50 percent for all of the other manu- 
facturers of automobiles, Ford and the rest of them. 

Senator O’Manonry. Yes, they have that field, too. 

Senator Witry. That is 75 percent. 

Mr. Rogers. He is talking about General Motors now. 

Senator Wiiry. I am talking about both of them. 

Senator O’Manoney. I will make this computation now, since 
Senator Wiley has brought up that point. You said a moment ago 
General Motors manufactured what percentage of the cars last year? 

Mr. Rocers. Approximately 40, if 1 remember, for the first 7 months 
of this year. 

Senator O’Martonry. How ? 
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Mr. Rogers. For the first 7 months of this year. 
Senator OManoney. Fifty percent for the first T months of 1955 / 
Mir. Rogers. That is right. That 1s my recollection. 
ator OTManoney. And Ford? 
Mr Rogers. About 27, I believe, roughly 

Senator O7Maionry. ‘Twenty-seven percent of the total 

Mi. Rogers. Yes. Passenger cars we are talking about. 

Senator O'Mancnry. Yes. Chrysler? 

Mr. Rogers. About 18, if I remember. 

Senator O'Manonery. That leaves 11 percent of the cars for the 
other small dealers that are left in the field, I mean, the manufacturers / 

Mr. Rocers. Yes, it is less than that. It is, I think—what did | 
say—0, 18 plus 27—that is 45—leaves about 5 percent. 

If I remember correctly, Senator—50, 15, 27, and 5 would add up 
to 100,1f I recall correct ly. 

Senator O' Mane NEY. What percentage ot the General Motors ears 

re handled by GMAC—75 percent, you said ? 

Mr. Rogers. Well, I said that was my estimate, from 75—— 

Senator OManoney. That is good enough. 

Mr. RoGErRs. Yes. 

Senator O Manonry. Now, what percentage of Ford is handled 
by CIT ¢ 

Mr. Rogers. Senator, you asked Mr. Lundell that yesterday and 
he did not tell vou. I donot know. 

Senator O’Maronry. Have you any estimate ? 

Mr. Rocrers. No, | have not. I would say that a majority of their 
business would be in Ford. That would be my personal opinion. | 
do not know. 

Senator O’Matroney. Well, suppose we make it only 3314 percent, 
to be on the safe side. 

Mr. Rogers. You are making the assumption, Senator. 

Senator O’Manonry. How / 

Mr. Rogers. I would not. 

Senator O'Manonry. What I am driving at is to find out how much 
of the business is left for your 375 companies. 

Mr. Rogers. I could figure that out. 

Senator O'Manoney. When GMAC, CIT, and Commercial Credit 
are taken out. 

Mr. Rogers. If I had the information as to what CIT and Commer- 
cial Credit were doing, these others, I could make that estimate, too, 
but I do not have that information—lI do not know. 

Senator O’Manoney. You have a pretty good guess; do you not? 

- Rocers. No; honestly, I do not. You heard Mr. Lundell and 
Mr. Crossfield both say it was a very, very, very small percentage. 

Senator O’Manonry. They said they had a very small percentage 
of General Motors, that is right. 

Mr. Rogers. Very, very small percentage, Mr. Lundell said. 

Senator O’Manoney. That is right. What is the position of your 
375 finance companies at the present time with respect to its share 
of the business of General Motors dealers / 

Mr. Rogers. Well, I would say this, generally, my impression is 
based upon just conversation here, and I do not have specific com- 
posite statistics on this, but the percentage of the total amount of 
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volume of business of the independent finance companies in General 
Motors is less than for either Ford or Chrysler. 

Senator O’Manonry. Well now, I do not quite get the meaning. 

Mr. Rocers. For instance, they are doing more business with Ford 
and Chrysler than they are doing with General Motors. 

Senator O’Manoney. Your companies ¢ 

Mr. Rocers. Yes; that would be my best judgment without 
accurate survey to find out. 

Senator O’Manonrty. So that the amount of General Motors busi- 
ness that is left for you is what is left after GMAC, CIT, and Com- 
mercial Credit 4 

Mr. Rogers. And the banks. 

Senator OManonery. And the banks get ? 

Mr. Rogers. Because banks operate in two ways, as was testified here 
yesterday. Banks, some of them, operate just like sales finance com- 
panies, and there are certain of the banks that get some of that, too. 

Senator OManonry. The head of CIT testified yesterday, if I re- 
member correctly, that there are two markets for the finance paper 
with which your companies deal. 

Mr. Rogers. And with that I agree. 

Senator O’Manonry. General Motors and the free market. 

Mr. Rogers. That is right. 

Senator O'Maronry. [ do not know that he used the words “free 
market.” 

Mr. Rocers. Non-General Motors. 

Senator O'Manonry. Non-General Motors, that is right. 

Mr. Rogers. Yes. 

Senator O"Manonry. So his point was that his company must look 
to the non-General Motors field for its business, 

Mr. Rocers. And that is largely the independent situation, too. 

Senator OManonery. That is what I was going to say—that is your 
position ¢ 

Mr. Rogers. That is our position. 

Senator O'Maiioney. Is your position improving or is it worsening 

Mr. Rogers. Well, that is a difficult question to answer, and I can 
only give you general impressions. As has been testified here, in 1952 
a consent decree was entered into by General Motors purporting to 
say that they will refrain from doing certain things, and so on and 
so forth. 

A lot of detail I will not go into. Now, perhaps there are some 
companies who have a little less difficulty than they had before that, 
but in general as has been testified to here, it has been a reluctant 
viving—delayed tactics with reference to wholesale. 


Senator O'Manoney. You heard the testimony of Mr. O’Keefe this 
morning ¢ 


Mr. Rogers. Yes; I did. 

Senator O’Manonry. About the obstacles that were put in the way 
of hiscompany. 

Mr. Rocrrs. That is right. 

Senator O’Mauoney. In doing business with certain General Motors 
dealers. 

Mr. Rogers. That is right. 

Senator O’Manoney. Have any of the other members of your or- 
yanization had such an experience ¢ 
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Mr. Rocrrs. Yes; they have. 
Senator O’Manionry. How many? 
Mr. Rogers. Well, I can’t tell you exactly without consulting our 
files, but I would s: ay a substantial number have reported the same kind 
of delaying tactics that were testified to this morning. 


Senator O’Manonry. Are complaints made to your organization to 
that effect ? 

Mr. Rogers. Yes. 

Senator O’Manonry. By the finance companies ¢ 

Mr. Rocrers. By the finance companies. 

Senator O’Manoney. Are they substantiated ? 

Mr. Rocers. Yes. But unfortunately sometimes, Senator, the 
difference between being able to prove legally a violation of an in- 
junction 

Senator O’Manoney. I am not asking you about the violation of 
an injunction. I am not concerned about investigating the enforce- 
ment of that injunction at this time at all. W hat I am looking to is 
the future. 

Mr. Rocers. That is what I am interested in, too. 

Senator O’Manoney. I am looking to the situation that arises out 
of facts as they exist and, therefore, my questions are directed to you 
merely for the purpose of determining whether you are receiving 
many complaints from the members of. your organization that they 
find it difficult getting over the obstacles that Mr. O’Keefe described 
this morning. 

Mr. Rocrers. Yes; I have received such complaints and they have 
heen, I would say, without saying as to the specific number, I would 
say that they have been more than casual. 

Senator O’Manoney. Is it a substantial difficulty which the in- 
dependent finance company encounters 4 

Mr. Rogers. I would say so; yes. I mean it is a part of a pattern 
to us, when we look at it, you see. 

Senator O’Manonry. Now then, you have built your story about 
the cheaper costs of doing business which GMAC or General Motors 
has of selling its products, because of the fact that GMAC is a wholly 
owned subsidiary. 

Mr. Rocers. Yes. 

Senator O’Manoney. Of the General Motors? 

Mr. Rocers. Yes. 

Senator O’Manoney. And you have given us the story about their 
cheaper or their lower acquisition costs. 

Mr. Rogers. Yes. 

Senator O’Manoney. That acquisition cost, if I remember you 
correctly, could be almost reduced to zero, if GMAC, as a matter of 
policy, established by General Motors, of which it is part of the family, 
were to be adopted to get the whole market or substantially an in- 
creased part of the market. 

Mr. Rocers. I think that would be a correct statement; at least it 
would not be zero but it would be so low as compared to what ordi- 
narily would be the case, that you could say for practical purposes 
that is so. 

Senator O’Manoney. I have heard it said by people in the auto- 
mobile industry, who ought to be in a position to know, this was before 
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these hearings began, so I have not had the opportunity to check 
them, but the statement that was made was that the efficiency of 
General Motors was so great because of its size that it could sell its 
ears at such a price as to drive almost every other automobile manu- 
facturer from the field. Have you heard that? 

Mr. Rocers, I have heard opinions to that effect expressed; yes. 

Senator O’Manoney. Well, are you saying now that that is the 
situation with respect to the finance companies, that GMAC occupies 
such a position of advantage that if the General Motors policy were 
adopted to that effect, it could make the rates to the public, to the 
dealers, so low that all competition would be driven out? 

Mr. Rocers. I say that it would be economically possible for that to 
be done. 

Senator O’Manonry. That is what I am saying. 

Mr. Rocrrs. It might have to be as the result of other forms of sub- 
sidy brought into the organization, such as increasing the price of the 
car or something of that kind. 

Senator O’Manonry. I am just thinking now of the exercise of 
power. 

Mr. Rocers. Yes. 

Senator O’Manoney. Are you telling the committee that the power 
exists to do this? 

Mr. Rocrers. I am saying in my personal judgment, I believe it does 
eXI1St. 

Senator O’Manonery. Yes. Of course, the question arises, whether 
it would or would not be better for the public, as a whole, if General 
Motors were the only manufacturer of automobiles in the United 
States and GMAC were the only financing agency. What would the 
situation be then? 

Mr. Rocrers. I think I have answered that question by implication, 
at least, already, when I said that you would have under those circum- 
stances a benevolent autocracy and it could be malevolent as well as 
benevolent, and I, personally, don’t want to see a condition exist where 
it is possible for an individual to do that. 

Senator O’Manoney. Can your companies compete effectively now, 
with GMAC? 

Mr. Rocers. In what areas? 

Senator O’Manoney. In the areas in which you are doing business? 

Mr. Rocers. There are new-cars and used-cars areas, 

Senator O’Manoney. Let us take the new cars first. 

Mr. Rocers. Well, our experience shows by the figures that I have 
just shown you awhile ago that insofar as the result is concerned, they 
have not been competing successfully because they have not gained in 
their portfolios contracts in relation to their total overall which is of 
the same pattern ratio relationships that General Motors production 
has to total overall production. 

Senator O’Mauonry. Well, do I understand that to mean that per- 
centagewise these companies are doing a smaller proportion of the 
total finance-paper business than they formerly did? 

Mr. Rogers. You mean the independents with reference to—— 

Senator O’Manoney. To the total. 

Mr. Rocers. Well, of course, I told you I had no specific informa- 
tion on the total of that. But T have the impression that some of them 
are doing a little bit more than they did formerly after this consent- 
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decree business was entered, but not substantially so. ‘That is in the 
aveoregate. i 

Senator OManonry. Not substantially so in the aggregate / 

Mr. Rogers. Yes. 

Senator O°Matrionry. So that IT take the point of your testimony 
today is that the situation which e xists is such that obstacles are placed 
in the path of the independent dealer. the independent finance com 
pany, dealing with General Motors dealers, that makes it mereasing|y 
difficult for these independents to do that business. 

Mr. Rogers. They cannot go in and get the business with the same 
degree of salesm: anship and that sort of thing with General Motors 
that they can with Ford and Chrysler. 

Senator O'Manonry, Are you saying that General Motors and 
GMAC use their joint efforts to persuade the dealer to take on)) 
GMAC paper and to exclude the independent from his business / 

Mr. Rogers. Will you rephrase your question ? 

Senator O’Manonry. Yes. Are you telling us that the policy of 
General Motors and GMAC is to persuade the ‘General Motors dealer, 
the local dealer, to do his business with GMAC and not with the 
independent company ¢ 

Mr. Rogers. You are asking me if | have knowledge of a con 
spir wey between those two? 

Senator O’Manonry. I did not ask anything about a conspiracy. 
J am not trying to put you in the position of bringing in accusations. 

Mr. Rogers. Yes. 

Senator O’Manoney. Against General Motors. I cannot get people 
to stop thinking that we are trying to prosecute somebody. 

Mr. Rocers. Well, if you are ‘asking me for my opinion as to 
whether I think that the effect of the result of that action is to create 
a feeling on the part of the General Motors dealer that he must give 
to GMAC a substantial part of his business. I am telling you I think 
that that feeling exists among Genera! Motors dealers. 

Senator O’Manonry. Well, as I said before, you heard Mr. O’Keefe 
testify to specific cases. 

Mr. Roerrs. Yes. 

Senator O’Manonry. Would it be possible for us to get specific 
cases of a similar character from the other independent dealers or 
finance « ia anies affiliated with your organization ? 

Mr. Rogers. I would be glad to submit to the committee, Senator, 
complaints that come to me. 

Senator O’Manonry. I think we would be very glad to receive them. 

Mr. Rocers. I would be very glad to give them. 

Senator O’Manonry. All right. 

Mr. Nevitir. | have no more questions, Senator. 

Senator Witry. After listening to you, it seems to me that your 
whole testimony comes down to the point that you are fearful of the 
power that is potentially there because of the vast wealth; is that 
right ? 

Mr. Rogers. Yes; and— 

Senator Winey. And now if that is so, your remedy so far you 
have suggested is divesture; is that right ? 

Mr. Rogers. That is one remedy. I do not know whether it will 
be the whole solution or not. 
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Senator Witey. Well, have you any other remedies? 

Mr. Rogers. Senator, you are asking me for a legislative program 
in that question, and that is one, of course, which would require some 
very careful study, and I am sure that this committee, when it gets 
all of these facts before it, and your experience in legislation and 
so on, would be far greater than mine to make specific recommenda- 
tions with reference to what could be done. 

Senaor Witey. Well, now, supposing—it occurs to me supposing 
hat General Motors were to actually take over the capital of GMAC 
ind put it into its own capital, get r id of the stock structure of GMAC, 
and handle is business as practically a good many other businesses 
they are doing directly, instead of having a finance company. Hlow 
would you limit it then ? 

Mr. Rogers. That is a legal problem as well as an economic problem, 
senator. 

Senator Witey. Well, the power would still be there that you claim, 
if exercised in an illegal way, there might be, of course, prosecution, 
ind there might be civil action, and so forth. But I cannot from your 
veneral statement evet—and I think we should have, and m: aybe will 
have—real proof that now, after listening to testimony the other day, 
where the matter was tried out, and I thought the testimony was 
quite clear, except in a few instances, we heard testimony here, we 
know humanity 1s weak, salesmen are weak, they want to get results; 
I cannot believe that this vast horde of General Motors agents who 
ire doing that, have done so well: I know so many of them that grew 
up with me that I know very well, that they are being whipped into 
doing something that they do not want to do. 

I think they are being treated pretty fairly in their discount of their 
paper, and doing very well themselves, so much so that I know a lot 
of them have built, as in this town, a fine business and great structures, 
and are very wealthy, handling General Motors: and [ cannot believe 
they are the ones that are out complaining. 

There may be some who have had some misunderstanding and are 
handling other cars. 

Mr. Rogers. Senator, you have expressed your opinion and T[ have 
expressed mine. 

Senator WiLrEy. Yes. 

Mr. Rogers. It is to be weighed by this committee as to which is 
the right opinion. 

Senator Witry. No, I do not think that there is any difference be- 
tween us. If you want to say that the whole mass of General Motors 
are being—the people who buy cars from General Motors are not 
\merican and will not stand on their own feet- 

Mr. Rogers. I have not said that, Senator. 

Senator Witry. Well, that is the substance of it. If you claim 
they have been whipped into line in doing what General Motors Savs 
they should do—is that right ? 

Mr. Rogers. I think the substance of what I have said here, Senator, 
stands for itself, and I cannot add anything else other than what I 
have said. . 

Senator Witey. Well, I realize, I think, most of your testimony 
consists of generalities and conclusions. If it is a question of fact, 
these gentlemen here are going to come up to testify to specifie in 
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stances where this force that you talk about, this lack of free market, 
if they can demonstrate that by facts, that is what I personally would 
like to hear, if it is true, and not statements that you have talked 
to someone else who said so-and-so and vhis and that; and I think 
that is a fair way to proceed, and a judicial way to proceed. 

| cannot feel that we of the Senate of the United States are called 
upon to try to arrive at a conclusion on mere opinion when it involves 
what I think is a great national policy of what you call free enterprise. 

Mr. Rogers. Well, I have not anything else to say, Senator. 

Senator Wirey. I have not either; so let us close there. 

Senator O’Manoney. Thank you, Mr, Rogers. You may be excused. 

Will you call the next witness. 

( Discussion off the record. ) 

Senator O’Manoney. All right, Mr. Burns. 

Mr. Burns. The next witness will be Admiral Frederick J. Bell. 

Senator O’Manonry. Admiral Bell, before you are asked to testify, 
I want to read into the record 2 telegrams which I have received from 
2 members of the Judiciary Committee. One of these is from Senator 
James O. Eastland, of Mississippi, who, by the way, is chairman of the 
Subcommittee on Internal Security. It is addressed to me and reads: 

Your investigation of attempts to create monopoly in the automobile industry 
is very meritorious. Steps must be taken to prevent monopoly and to protect 
dealers and independents in the industry. I agree wholeheartedly with objec- 
tives of investigation. You have my fullest cooperation. 

The other telegram is from Senator John L, McClellan, of Arkansas, 
sent to me from Little Rock: 


Personal contact with several automobile dealers in Arkansas brings informa- 
tion to me that many of them are under unreasonable pressures from manufac- 
turers to increase sales even though to do so it becomes necessary for the dealer 
to sacrifice all profit and incur credit risks and obligations that are out of line 
with sound business practices. I believe your committee is on the right track 
and I trust you will pursue the automobile manufacture-dealer relationship to 
the extent to reveal the true condition that now prevails and thus protect dealers 
from being made the victim of monopolistic tactics. 

Regards, 
JoHN L. McCLeLLan, 
United States Senator. 


Mr. Burns, you may proceeu. 


STATEMENT OF FREDERICK J. BELL, EXECUTIVE VICE PRESIDENT, 
NATIONAL AUTOMOBILE DEALERS ASSOCIATION; ACCOMPANIED 
BY JAMES C. MOORE, GENERAL COUNSEL 


Mr. Burns. Admiral Bell, would you identify for the record Mr. 
Moore, who is seated with you. 

Mr. Bett. Yes. On my left is Mr. James C. Moore, general counsel 
of the National Automobile Dealers Association. 

Mr. Burns. Do you have a prepared statement which you would 
like to refer to or read ? 

Mr. Betu. I have, sir; and I would, with the permission of the 
chairman and the staff, like to read it. 

Mr. Burns. Proceed. 

I think it might be useful to have the record show the period of 
service when you were in the Navy. 
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Mr. Betu. I was in the Naval Academy class of 1924; I entered in 
the class of 1920, graduated in 1924, and was in the Navy until J 
retired at my own request February 1, 1948. ; 

Mr. Burns. How long have you been associated with the National 
Automobile Dealers Association / 

Mr. Bey. Since the 13th of April 1953, just about 214 years. 

Mr. Burns. All right; now would you read your statement. 

Mr. Bett. Mr. Chairman, Senator W iley, gentlemen, my name is 
Frederick J. Bell. I am executive vice president of the National 
Automobile Dealers Association. 

We are delighted to be here at your request, Mr. Chairman, to give 
testimony as to certain aspects of the rel: a between automo- 
bile manufacturers and their authorized, or so-called franchised, 
dealers. If our testimony is directed almost solely to the rel: ationships 
that exist between the General Motors Corp. and its dealers, it is 
only because the hearings being conducted by your committee are 
addressed to the General Motors C orp., alone, at this time. 

By this I mean to say that the inequities which exist between fac- 
tory and dealer in the automobile indus try are common to all manu- 
facturers, though in varying degrees. 

So, to repeat, while the factual evidence which we shall present 
applies most certainly to General Motors Corp. and its dealers, we 
do not intend to single out GM as the only manufacturer which 
engages in practices that are injurious to retail distribution in the 
automobile industry. I would like to make that point clear, sir, for 
otherwise our motives might be misinterpreted. 

The National Automobiles Dealers Association is a national trade 
association of new car and truck dealers. Its membership varies 
in number, between 29,000 and 32,000, primarily because of the rapid 
turnover among dealers. At present there are ap proximately 30,000 
dues-paying members on the rolls of the association. ‘There are about 
13,000 GM dealers in our present membership. 

The association was established in 1917. Its purposes are: 

To promote a high plane of business ethics for those engaged 
in the retail motor vehicle business. 

To encourage and promote a spirit of cooperation among auto- 
mobile dealers and their affiliation with and support of local and State 
associations and the NADA so that interests of all automobile dealers 
to the general public in relation thereto may be best served. 

To encourage and assist in the formation of local and State 
associations and seek to merit the cooperation and support of the 
NADA. 

To endeavor to raise to the highest degree the standards, ethics 
and practices of automobile merchandising to the end that the trade, 
through efficient management, may enjoy the opportunity for profit- 
able operation and the building up of financial security. 

To seek through cooperative efforts the correction of unfair or 
aa ey oh gt 

. To conduct such investigations, studies, and researches as may 
io necessary and advisable to compile factual data and gather informa- 
tion the knowledge of which would be useful and valuable to the trade 
tow: ard improving the efficiency of its operations. 

To oppose discriminatory legislation relating to the motor vheicle 
retailing trade, and promote model laws and the enactment of such 
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legislation as will benefit the trade and the public, recognizing the 
principle of self-determination in each State. 

8. To issue such trade publications as the board of directors may 
—— 

To promote street and highway safety. 

address myself especially to the purposes having to do with “the 
standards, ethies, and practices of automobile merchandising ” and 
“the correction of any unfair and unbusinesslike practices.” 

The testimony which will be presented will prove beyond reasonable 
doubt that 

(a) The contractual relationship bet ween manufacturer and dealer 
is one sided in favor of the manufacturer and inequitable as regards 
the dealer. 

(/) The franchised automobile dealer is far from being the inde 
pendent — essman that his factory alleges him to be. He is, in fact, 
part of an industry that is controlled by Detroit in virtually every 
bu enieunaieh, 

Senator O’Manonry. May IT interrupt you, Admiral. Senator 
Symington, of Missouri, has entered the room. Ile has to leave the 
city this afternoon. He told me during the luncheon period that he 
would like to say a word on behalf of one of the automobile dealers 
from his own State. He wants to give a testimonial to the character 
of Mr. Travis, a dealer. 

Senator Symington, with the indulgence of the members of the 
committee and the witness 

Mr. Bein. I will be delighted, of course. 

Senator O’MAnoNeEy. You may make your statement now. 


STATEMENT OF HON. STUART SYMINGTON, A UNITED STATES 
SENATOR FROM MISSOURI 


Senator Syminoron. Thank you very much, Mr. Chairman. 

Thank you, Senator Wiley, and Admiral. I appreciate very much 
you kindness in letting me do this, because I am leaving for Missouri 
later this afternoon by plane. 

Mr. Chairman, I would like to present to you Mr. J. Fred Travis, 
of St. Charles, Mo., who is the gentleman that I am going to speak 
about. I believe he is going to testify before you tomorrow, and, 
inasmuch as I can’t be here tomorrow, it is very kind of you to let 
me do this. 

With him is Mr. Clyde H. Martin, of Springfield. Mo., president 
of the Missouri Automobile Dealers Association, and Mr. James A. 
Gorman, of Jefferson City, Mo., executive secretary of the Missouri 
Automobile Dealers Association. 

Mr. Chairman, I have known Mr. Travis, Ed Travis, for a great 
many years. When I was chairman of the Metropolitan Planning 
Association of the St. Louis area, he was a member of the group. 
He is one of the highest thought of citizens in my county. His home 
and his place of operations are very near me. He is in the same 
district as the Honorable Clarence Cannon, of the House, and I know 
that Mr. Cannon feels very highly toward Mr. Travis. I do not think 
we have many citizens in our county, Mr. Chairman, who have a higher 
standing in the community, from the standpoint of the respect of the 
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people, than does Mr. Travis. And I say that, even though | under- 
stand he is a Republican. 

Senator O’Manonery. Smile when you say that. 

Senator SymMriNncron. I have been coached by you for many years, 
Mir. Chairman. 

Senator Witey. This looks to me like the right kind of nonpartisan 

} Ip. 

Senator Syminetron. Mr. Chairman, I will be very brief. 

fn 1920 this gentleman became a dealer for the General Motors 
Corp., and since that time he has worked for that corporation. He 

first became a Buick dealer in 1920, and then he took on the Pontiac 
ind GMC trucks. Ile has done very well in the business. He has 

y lost money 1 year, 1933, when I remember he had some associates. 
tnd he was told last June that he was through. His investment is 
one, and he has liquidated his business. 

i don’t want to prejudge the case, especially as | am not a member 

f your great committee, but I do feel that on the basis of the story, 
nd the basis of Mr. Travis’ position in the community, that his 
testimony will be of interest to you, sir, and to the committee. 

And if I may, I respectfully thank you for letting me bring this 
inatter up at this time. 

Senator O’Manoney. We are grateful to you, Senator. Of course, 

are happy to have vour statement. 

Proceed, Admiral. 

Mr. Benxi. | was listing four points here, that the testimony which 
will be presented will prove beyond a reasonable doubt that 

(c) Because of factory pressure, threats, and coercion, dealers en- 
vage In practices that are unwise and contrary to their own business 
judgement. 

(d) The pressures of Detroit very frequently take the forin of veiled 
threats, innuendo, and subtle inferences of reprisal, all of which tend 
to generate fear. 

We shall show that dealers, through group action and through 
their trade association, have sought to bring about a more equitable 
relationship and a healthier working climate only to be rebuffed by 
their manufacturer. 

For more years than I like to think about, the authorized dealers 
in new cars and trucks have worked, and waited, for a selling agree- 
ment between themselves and their factories that could be considered 
as equitable by any reasonable person. 

They are not much further ahead today than they were when they 
began the struggle—a struggle, incidentally, intended to put them on a 
fairly even plane with other groups of men who sell merchandise at 
rets ail. 

Why this lack of success? 

Is it because the dealers want too much? Are the men who last year 
sold $37 billion worth of merchandise at retail, asking for something 
that would upset the economy or make the problems of distribution 
more difficult? Are they, in short, demanding a change that would 
not be in the public interest ? 

It seems to me that these are very basic questions. Certainly they 
are questions that should be answered to the complete satisfaction of 
those within whose power it lies to bring about the amendments desired 
by more than 40,000 small-business men. 
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Just what is it that the dealers want, and why ? 

First of all, the so-called franchise is not a franchise in any sense 
of the word. It is simply an unrelated agreement that permits a 
retailer to sell a specified line of merchandise under certain conditions 
a at are stipulated clearly and definitely, and under others that are 

ague and difficult of definition. 

Kor a lengthy discussion of the relationship between manufacturers 
and de ie and of pressures exerted on dealers by manufacturers, | 
refer to House Document 468 of the 76th Congress, a Federal Trade 
Commission report on the motor-vehicle industry. 

The gentleman who will follow me has made a study of factory- 
dealer relationships as expressed in writing from the time that the 
automobile became «a mass seeded American transportation neces- 
sity. 

Ilis imony will show that the one-sidedness of the relationship 
is not new. I perhaps should point out that even though the sales 
agreements have changed little in substance, the interpretation of 
their provisions bears direct. and interesting relationship to the per 
sonality and character of the man who is the chief executive of an 
automobile manufacturing corporation. 

Therefore, there have been periods when, despite the inequitable 
nature of the selling agreement, the relationship between manufac- 
turer and dealer, between vendor and vendee, has been one of loyalty, 
with stress of mutuality of interest, in a common endeavor. 

Within recent months, large numbers of new car dealers have 
urged the passage of laws that would tend to eliminate “bootlegging,” 
by which I mean the sale of a new car by a franchised dealer to a per- 
son, usually a used-car dealer operating with little or no service facili- 
ties, who will resell the car as a new vehicle. 

Groups of dealers have urged the passage of legislation of a per 
missive character which would allow the manufacturer to reinsert in 
the selling agreement a provision that existed for a great number of 
years providing for the allocation of a definite area of sales responsi- 
bility for the dealer. 

In my opinion, the desire for legislation to curb or eliminate boot- 
legging and to permit the bestowal on the dealer of a specific area of 
sales responsibility is an indication of a far more basic need, which 
is, quite simply, the revision of the selling agreement to place the deal- 
ers more nearly in the position of being independent businessmen 
which they are frequently and so speciously avowed to be by the 
mnt ath acturers. 

Not long ago a factory spokesman was quoted as saying, “Of course 
we couldn’t write a selling agreement with our dealers in which the 
causes for cancellation are spelled out. If we did, we'd find ourselves 
in court all the time.” 

It might be a very good thing for our manufacturers to find them- 
selves in court as defendants in actions that have been brought in an 
effort to obtain relief, for, so high is my respect for the intelligence of 
factory management, I am confident that only a few appearances be- 
fore the bar of justice would be necessary to bring about changes in 
the area of human relations between factory and dealer. 

Now, if factory abuses affected only the so-called franchised deal- 
ers—some 40,000 men employing in excess of 700,000 people—the 
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situation would still warrant a careful scrutiny on the part of this or 
iny other designated committee of the Congress. But the results of 
ibuse and the unwise and unjust use of power, force, and coercion are 
iot restricted to the dealers and their employes and families. They 
ue harmful to the public as well. 

In an interim report issued last July by a special subcommittee of 
the Senate Committee on Interstate and Foreign Commerce, the manu- 
facture and distribution of automobiles is referred to as “probably the 
most important single industry in the economy of the United States.” 
Certainly, then, a condition of unbalance or unrest between the ele- 
ments of production and distribution will have a marked effect on the 
economy as a whole. 

Today the attitude of dealers toward their factories is one in which 
fear predominates and faith is all too seldom found. 

You will hear testimony, gentlemen, which will more than amply 
llustrate the reasons why there is far too much fear and far too little 
faith in this industry. 

Under such conditions the question might well be asked, “Why 
haven’t the factories and dealers gotten together and ironed out their 


differences? Why haven’t they used the council table approach to 


settle their problems?” 

The dealers—individually and in groups—have tried to do just that. 
This association, representing the great majority of new car dealers, 
has tried repeatedly to persuade the manufacturers that they could 
build a high degree of dealer loyalty and enthusiasm by the very simple 
device of writing an agree ment that would be fair and equitable, one 


hat would inspire faith. 

We have had little or no success, which indicates to me that the 
manufacturers have no intention of taking voluntary action that would 
remove the dealers from the condition of vassalage referred to earlier 
in these hearings by the chairman of this committee. 

In the FTC report that I referred to a moment ago, Mr. Alfred P. 
Sloan, Jr., then president of General Motors Corp., is quoted as 
having said, on July 29, 1925, at a meeting of the general sales com- 
mittee of GM: 


I know instances where General Motors dealers have just before the close of 
the season been forced to take quantities of cars that they couldn't possibly sell 
except at a loss. This loss has been sufficient in some cases to absorb their 
profits for the entire year. 

The time has passed when we can look upon our own profit and loss as a 
measure of our success. We must consider the dealer, because whenever he 
must incur such a loss it is a debit against our good-will account, which is the 
most valuable asset we have. Contrary to what some of us may have assumed 
in the past, it is not a smart thing for us to overload the dealer at the expense of 
his profit. We must lay our plans far enough ahead to minimize any losses that 
may result from the necessity of disposing of old model stock. 


It must be reported, with regret, that during the 30 years which 
have ensued since the comment by this great industrial statesman, 
the “goodwill account,” which he defines as the corporation’s most 
valuable asset, has gone far more deeply into the red, while the profits 
of the corporation have mounted steadily. 

Finally, with regard to franchises, the Federal Trade Commission 
in its report issued June 5, 1939, said: 

In the opinion of the Commission, this injuiry has demonstrated that inequi- 


ties exist in the terms of dealer agreements and in certain manufacturers’ 
treatment of some dealers, calling for remedial action. 
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It is recommended that present unfair practices be abated to the end that 
the dealers have 

(a) Less restriction upon the management of their own enterprise. 

(¥) Quota requirements and shipments of cars based upon mutual agreement. 

(c) Equitable liquidation in the event of contract termination by the 
manufacturer. 

(d) Contracts definite as to the mutual rights and obligations of the manufac- 
turer and the dealer, including specific provisions that the contract will be con- 
tinued for a definite term unless terminated by breach of reasonable conditions 
recited therein. 

In the 16 years since the report was issued, very little has been done 
to carry out those FTC recommendations. 

The inequities still exist; undue pressure and coercion continue to 
be used; fear grows; faith diminishes. 

Now there’s a danger in generalization and we would be far less 
than fair, Mr. Chairman and Senator, if we, the retail automobile 
industry, were to make a blanket attack on the automobile manu 
facturers. We are not doing so. 

During the two and a half years that I have been a part of the trade 
association representing the dealers, | have come to know many of 
the leaders in Detroit. I havea great respect for these men. 1 think 
that in their persons and because of their talents they represent the 
finest qualities of American business, American ingenuity, American 
productive genius. Without exception they are hard working, dedi 
cated to their jobs, and wholly selfless in the demands that they make 
upon their health. I think that we are a lucky country indeed to 
have such men. 

They are rugged, toughly competitive, and smart. By and large. 
they are likeable men—men entitled to respect. They have produced 
the finest motor cars the world has ever seen and they are constantly 
pressing their research departments to produce even better products 
in the years ahead. 

Well, if these men have such fine qualities, and they most certainly 
have, wherein do they fall short? Where do they show a weakness’ 
Where is this Achilles’ heel in Detroit that keeps these men from being, 
in truth, supermen’ Again at the risk of generalizing, I would say 
that their weakness lies in their forgetfulness of human relations. 

1 would say that in their impatience to make fine motor cars even 
better, they have somehow classified their dealers as being part of an 
overall system of automation, as being not flesh and blood people, but 
instruments to be controlled by push buttons and I would add when 
these push buttons express human emotions, they thereby create a 
feeling of resentment among the button pushers. 

Now, I’m convinced that if you question the automobile manufac- 
turers along these lines, they would deny any such allegations and I 
dare say they would think they were being honest in their denials, 
because I don’t think that they are aware of the extent of resentment 
and concern and fear that exists among their retailers. I’m afraid 
that these men, in their massive endeavors, have lost the human touch. 
Therefore, I think it is a very good thing when a committee such as 
this can, sir, examine a great industry and take objective notice of the 
situation. 

I said earlier, Mr. Chairman, that we are not making a blanket de- 
fense of dealers. We are in no way interested in fighting to preserve 
the business of a lazy man, an inefficient man, or a man who permits 
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his so-called shrewdness to overbalance his business ethics. The mere 
fact that a man is a retailer of automobiles doesn’t make him a white 
lamb any more than a man is automatically a black sheep because he 
produces automobiles. 

We are not here to ask for a subsidy, to suggest that special or un- 
usual privileges be granted to automobile dealers, or that any form 
of legislation be enacted that would confer advantages on our members 
that are not enjoyed by their fellow retailers. 

This is a toughly competitive industry and our members like it that 
way, but they want to be able to be toughly competitive, to sink or 
swim, rise or fall on their own merits and in accordance with rules 
that are clearly understood, universally applicable, and not subject 
to drastic change with every shift of wind that blows from Detroit. 

Now, Mr. Chairman, I note in a report of proceedings of these 
hearings that on November 10, in response to a comment by you on 
the difficult times that dealers are now facing in the sale of automo- 
biles, Mr. Harold L. Hamilton, who identified himself as a retired 
vice president of General Motors, said, “They must have some fat left 
over to work on for a while,” and Mr. Henry M. Hogan, vice president 
and general counsel, General Motors Corp., said with specific reference 
to the GM dealer, “All you have got to do, Senator, is ask how much 
he has made for the last 5 years, then see if he is crying ‘wolf’; pov- 
erty with a ham under your arm.’ 

Mr. Chairman, I am indebted to Mr. Hogan for giving me a new 
bit of Detroit Americana. I have never heard before the expression 

“poverty with a ham under your arm. 

I didn’t come here today to cry poor mouth for the dealers, because 
| think the facts will speak for themselves. 

Senator O’Manoney. I might interrupt you there to say, Admiral, 
that when Mr. Hogan made that response to my inquiry, I told him 
that I felt confident that we would be able to bring many General 
Motors dealers to this table to testify, if Mr. Hogan and his fellow 
executives in General Motors would give assurances that no reprisals 
would be taken for the free speech of any General Motors dealer, 
past or present, before this Senate committee. To that I received no 
answer, 

Mr. Bei. I was going to ask you that. I would be most interested 
in knowing what the response was to that statement of yours. 

Senator O’Manonery. The record is blank. 

Mr. Beti. However, sir, I am perfectly willing to carry Mr. Hogan’s 
analogy a step further, and suggest to you and the members of this 
committee that we take a look at a comparison of GM dealer profits— 
and the word “profit” there is not correct—and General Motors profits 
during the 5-year period mentioned by Mr. Hogan. 

In other words, let’s not restrict ourselves to the dealers and their 
alleged ham; let’s take a good look at the hog; let’s view the overall 
picture, 

I have brought some charts that parallel the figures in the statement 
before you which I think indicate pretty clearly there (indicating), 
the blue being the General Motors C orp., and their percentage of net 
profit before taxes as a percentage Of sates in the years 149 ‘through 
the third half of this year. 
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The red figure represents the net profit before taxes as a percentage 
of sales of all franchised dealers. Those are the profits for the in- 
7) as a whole. 

You will note, for example, that for the entire year of 1954, when the 
(;eneral Motors profit was reported as being 16.7 percent, before taxes, 
isa percentage of sales, the ham that the de: ilers had w as 0.6 percent. 
That was a mighty small strip of bacon in 1954, Mr. Chairman. 

Senator Winey. 0.6 of 1 percent ¢ 

Mr. Bev. 0.6 of 1 percent, yes. 

Mr. Burns. What is the authority for this statement that the profits 
in 1954 for all dealers average 0.6 percent ? 

Mr. Bei. All - the figures on the right, in that right-hand column 
for the dealers, are taken from the results of the quarterly inventory, 
so to = ak, of de: as ‘r profit and loss that has been conducted for several 
years by the National Automobile Dealers Association, under the 
direct supervision of Mr. Clark Moody, who is standing here and who 

can brief you and will be delighted to do so, sir, if you would like to 
have any of the details of how that information is collected and 
collated and distributed. 

Mr. Burns. Without going into the details, have these figures been 
accepted generally in the trade as authoritative ? 

Mr. Bex. They have been accepted quite generally in the trade, sir. 
They have been accepted by the Department of Commerce and I have 
here, and will be glad to present for the record if I can lay my hands 
on it, a release put out by the Department of Commerce, citing these 
figures. It is good enough for the Department of Commerce. It is 
not accepted wholeheartedly in Detroit. 

I find frequently their arithmetic and ours is not quite alike. I 
mean something happens to their arithmetic. There are the figures 
put out by the better Business Department of Commerce. 

Senator Winry. You mean that figures do not lie but figurers do. 

Mr. Beti. Yousaidthat,Senator. Yousaid that. 

I might say in that connection that although quite a few of the 
men whom I regard as good friends out there invariably say that our 
figures are not correct, I have sensed a great reluctance on their part 
to refute them with any degree of accuracy. 

Senator O’Manonry. Admiral, this bulletin of the United States 
Department of Commerce, issued under the authority of Sinclair 
Weeks, Secretary, and Mr. Wendell B. Barnes, Administrator of the 
Small Business Administration, Business Service Bulletin No. 60, 
for September 1954, will be made a part of the record at the conclusion 
of your remarks. 

Mr. Betz. Thank you, sir. If you would like me to go ahead with 
any of that—— 

Mr. Burns. Proceed. 

Mr. Beitr. You will see now for the first 6 months of 1955, while the 
General Motors figure is 20.7 percent, the comparable figure for all 
of the franchised dealers is 3.1 percent. 

And we have recently published the cumulative 9-month figures for 
all dealers for 1955, and that has dropped to 2.6 percent. We have no 
comparable figure for GM for the first 9 months. 

Senator Witey. What does that really amount to after taxes? You 
say net profit before taxes as a percentage of sales? 
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Mr. Ben. That is a percentage of the sales of new automobiles, sir, 
before taxes. 

Did I answer your question? I mean, did you ask me another 
iuestion ? 

' Senator Witey. What does it amount to after they have paid their 
taxes 4 

Mr. Betu. Senator, when it is 0.6 of 1 percent before, there is not 
much ham left when they get through paying taxes. 

Senator Witey. That is one of the reasons IL asked. I want to know 
what the 20.7 was after taxes. 

Mr. Betu. Well, now, I think I have a figure on that. The net 
ifter taxes for the first 9 months of 1955, I have a figure for General 
Motors here: It is $912 million, and it amounts to 9.57 of total net 
sales. That is the net after taxes. 

Senator Witey. You might give us the dealer’s, then, too, if that 
s pretty well down. 

Mr. Betz. I have only the dealers before taxes, which is that 2.6 
percent unless you have another tax figure here. 

Mr. Moopy. We don’t ask the dealers to make an estimate of their 
ixes because we found that it was just a very difficult thing for them 
todo. I think you could eut it in about two if you would permit me 
to say that. Their taxes are somewhere in the neighborhood of 50 
pereent. 

Mr. Beri. As I recall, Mr. Hogan, Mr. Chairman, requested that 
ou talk to the GM dealers, and I am pointing out, of course, that 
iose red figures are for all franchised dealers. 


But even if we upped those a reasonable and normal amount, they 
ll indicate a most peculiar comparison with the corporation. 


You have another chart there that I want to see at this time. I 


think it interesting in that connection, too, Mr. Chairman, and if we 
re going to go back and drag this ham around any more, there is a 

mparison of the net earnings during the first half of 1954 compiled 
yy the Accounting Corporation of a of 41 professions and in 
profits it is noted that the new-car dealer is No. 40, far behind the 
florist, the motels, the je »welers, the shoe askin the taverns, and so on. 

Mr. Moopy. As a percent of profit? 

Mr. Bex. ‘That is a percent, as a percent of sales, yes. 

[ will go on now, sir, unless you would like me to validate that 
source of information. I mean we have it here. 

Senator O’Manonry. I think that list ought to be put in the record. 
Do you haveac opy of it? 

Mr. Moopy. We are going to have. 

Mr. Beti. We will have a copy of the list, Mr. Chairman, and this 
s the booklet that contains all of these comparisons and from which 
those figures were obtained. 

Senator Witry. The 40 is the listing of all of those businesses on 
percentage of sale. It does not show the net profits. 

Mr. Moopy. No, not in dollars but as a return against sales. 

Senator Winey. Sales—simply on sales? 

Mr. Moopy. That is right. 

Mr. Bett, Now, Mr. Chairman, shall I proceed, sir? 

Senator O’Manonery. Yes. 

Mr. Berti. Now it would seem to me from a review of these chart 
heures, that the ham and fat analogy does not go quite far enough. 


67272 
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I’ll admit that the first desire of any man is to provide security for 
his family and for his future. In other words, he wants to make a 
profit. That philosophy, one of selling a good product at a profit, 
has a pretty sound basis in our economy, but this same history seems 
to indicate quite clearly that profit is not the sole nor necessarily the 
chief motive in the history of America. 

‘The men who signed a certain important paper in Philadelphia i: 
the summer of 1776 were not paupers. As a matter of fact, many of 
them, in accordance with the General Motors formula, had hams unde: 
their arms. One of them, in particular, a farmer who lived not fa 
from here, at Mount Vernon, was well-to-do—comfortably situated. 
There were others, in Massachusetts and Pennsylvania and the Caro 
linas, who could have lived off their fat for several years if they had 
not considered it more important to risk their fat in order to gain their 
self-respect. 

I don’t want to exaggerate an analogy but I think it is perhaps fain 
to state that in Hitler’s Germany there were many men who made 
money, and who could have lived off their fat for years, but who 
resented dictatorship and authoritarianism. 

Well, that’s precisely what the automobile dealers of America re 
sent, and resent strongly. 

So whether or not a retailer is making money or breaking even or 
losing money is far less significant in the overall economic scheme 
of things than the conditions or the restrictions under which he is 
required to operate. 

I don’t think that because a corporation is big. it is bad, nor because 
a company is small, it is good. I think rather that we must direct our 
attention to the character of the management and the business philos- 
ophy of the enterprise. 

Measured against such a yardstick, the size of a company in dollar 
volume, in value of stock, in number of products, is of less import 
than the immediate and the future effects of the actions of the com- 
pany toward its employees, its stockholders, the public, or our form 
of government. 

Now, Mr. Chairman, I should like to comment on the three fairly 
closely allied subjects of advertising, credit, and business ethics in 
the automobile industry today. My_ comments will necessarily have 
to be brief though each of these subjects has received a vast amount 
of coverage in the press and business publications during the past 
year and each would provide cause for exhaustive study. 

Two months ago, the president of NADA and the executive com 
mittee drafted a program designed to protect the public from false 
and misleading statements in advertising. 

As a part of this program, the following telegram was sent by 
President Yarnall of NADA to the president of each automobile 
manufacturing company—it was sent on the 14th of September: 

The executive committee of the National Automobile Dealers Association, 
meeting in Washington, has given serious and lengthy consideration to the 
subject of new-car advertising. 

The committee, reflecting the views of more than 30,000 franchised new car 
and truck dealers, views with great concern the prevalence of advertising that 
is misleading, unethical, and in some instances false. Such practices are not 
in the publie interest. 

Furthermore, NADA is of the opinion that it is most unfortunate when the 
fine products manufactured by you and sold by our members are presented to 
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he public through advertising—by newspapers, radio, and television—that 

isleads and confuses our customers and creates the impression that new cars 
re actually distress merchandise. I have today appointed a special committee 
n advertising ethics to work with better business bureaus and other interested 
groups to develop a program designed to eliminate misleading statements and 
unethical procedures in new-car advertising in all media. 

We urge your cooperation in this regard. 

We pledge our support to you and stand ready to assist in any way. 

Telegrams similar to this are being sent to each automobile manufacturer. 


In response, the following telegram was received from the president 
nd chairman of the board of American Motors: 


We are in accord with action of executive committee on the subject of new-car 
dvertising and assure you that advertising released by American Motors has to 
ie best of our knowledge been in keeping with the principles you outline. Our 
ew cars have not been sold under distress conditions. Our dealer operating 
ofits are exceeding the average of the industry. We have not been cramming 
rs down dealers’ throats, but have been following our regular projections 
iroughout the year based on dealer demand. 
(Signed) Grorce RoMNEY. 

And subsequent to preparing this statement, last night, I am told, 
Mr. Yarnall received a communication from the Ford Motor Co. signed 
by Mr. Walker Williams, the vice president in charge of sales: 

Dear Mr. YARNALL: Mr. Ford has asked me to reply to your wire of September 
14 with reference to misleading advertising. We believe you will find no objec- 
tionable material in the advertising used by Ford Motor Co. or that placed by 
its dealer committee in its cooperative advertising efforts. 

In the past we have discouraged the use by our dealers of misleading or unethi- 
cal advertising and will continue to do so. We hope that the effort of your commit- 
tee in this direction will be productive. 

Very truly yours, 
WALKER WILLIAMS. 

Aside from those two, the one from American Motors and from Ford, 
no replies have been received from the other manufacturers. 

There has been no indication of interest on their part to participate 
in or give their implied blessing to a program designed to protect the 
public. 

Mr. Burns. Admiral Bell, could you give us some illustrations of the 

type of advertising which was referred to which caused this resolution 
and this telegram to be sent ? 

Mr. Bex. I brought a few examples along with me, and I think the 
best thing to do is to simply let the committee see these things. 

Mr. Burns. W hy don’t you just identify each one and then describe 
it briefly and pass it to the members of the committee so that the record 
will show what you are referring to. 

Mr. Bet. Here is a clipping from the Portland Oregonian of Sun- 
day, October 2, 1955, which alleges that this dealer will sell 1955 Olds- 
mobiles for a 1-cent profit, will not refuse a 1-cent profit. 

k the question: 1-cent profit on what ? 

ie Burns. Let the Senators see that before you read the next one. 

Mr. Betx. Here is one that we discovered to be on the misleading 
side. This came from the Chicago Sun-Times of August 23 1955, 


We simply 


Zo. 


where this dealer says that with every Pontiac sold he will give a free 
rip to Paris, all expenses paid, 1 week abroad. 


He says: 
Don’t delay. Come in today. 


| think he would have, too, but I am told—ihis is hearsay, but I am 


told 


on good authority that in lieu of the glorious week abroad he 
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was Willing to cut down some on the pr ice and encourage you not to be 
too serious about considering E urope. 


In other words, there were two prices. If you were going to fel 
the trip to E urope you paid one price; if you were not going to get the 
trip to Europe you paid something else, ‘and we call that misleading, 


Serve yourself and save on these automobiles. Only $50 over our 
Write your own deal. 


We think that is misleading. 
Mr. Burns. Where does that appear ? ? 


Mr. Beixi. That is from the Great Neck News of August 26, 1955 
| Reading : | 


costs 


Take 3 years— 


this is from—lI do not know what. it is from, so I had better not 
introduce it: I cannot tell which. 
Here is another one: 


Give us $1 profit— 


and then they oly e the prices. It says: 


Here is what others have lassoed for their cars at the long trades 

All I can say is those figures and that $1 profit are definitely mis 
leading. They are not the type of thing that we are proud of seeing 
in this industry. 

This is from the Daily Mirror of Saturday, October 1, 1955, New 
York, where this man offers a deal to give you 5 years: 

Take 5 years to pay on your 1955 Buick, plus $1,000 allowance on anythin 
that runs. 

Mr. Chairman, that is misleading. 

There are any more here if you need more: we have lots of them. 

Mr. Burns. I think for the purposes of the record that would illus- 
trate why you sent the te leor: am. 

(The documents previously referred to were marked as exhibits 

ia may be found in the files of the committee.) 

Senator O’Manonry. Do any of your advertisements fall into t] 
category of those issued by the m: anufacturers ? 

Mr. Bruv. Now. I think I have an interesting one here in that 
respect, S] 

Here is one, the Buick sales circus, in the Chicago Daily Tribune 
of September 16, 1955, 

His advertisement was put out by the factory: 

Come in and name your deal on the brand-new Buick you want. 


We do not like to see people say “Name your deal.” The infer- 
ence there is that you name it an d that is it, “and we will buy it,” 
and that is not true. 

Mr. Burns. You say that was put out by the factory ? 

Mr. Brin. That has appeared, that same advertisement on the 
so-called Buick sales circus has appeared in many newspapers across 
the country in that form. 

Mr. Burns. Do you know what the practice is in distributing this 
type of adve rtising? Would the same ad appear over dealers’ signa 
tures or dealers’ names in various newspapers ? 
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Mr. Betz. May I consult with my people to get the answer for 
hat ? : 
Mr. Burns. Yes. 
Mr. Betz. The factory prepares and sends the mats out, Mr. Burns. 
Mr. Burns. The factory prepares mats and sends them out to the 
al dealers, and then they put in ads in the newspaper with their 
nies under it ? 
Mr. Bett. That is correct: and that is under part of what is known 
cooperative advertising. vil } e some comme! ts to make on 
it in just a moment. 
senator ( yM AHONEY. Fiave I ry nan OST CE ratio! 
Ine of some manufact 
That is an example 
Senator O’Maionry. Pardon me. Who seek te 
ral public that high speed in a car is a safety factor ? 
Mr. Beti. No, sir: we have not. 


ATEer 


They Say eh munis, © power, sir 4 
ator O'Manonry. Well, they say high power, which brings high 
and that they mean . oh speed, they also show the safety belt. 


Ale 
‘ich they have taken from the airplane, to put around the passenger 
the front seat: so I think they are talking about spe d and calling 

rety rfactor. I think it is misleading advertising. 
Mr. Bei... I suppose you might say, Senator, that it is an American 
} 


+ 


want something bigger or more powerful or better than some- 


body down the street. 
| might only say as a personal observation that for a few days in 
urope this summer drove a little foreign car, and there were many 
isions when I could have used a little more power and would have 

t safer with it. 

May I continue, sir? 

Senator O’Manonry. Certainly. 

Mr. Betx. Could this silence be construed as an indication—and by 
the silence I mean the lack of response to this telegram from Mr. Yar- 
all except on the part of American Motors and Ford—could this 
silence be construed as an indication that some, or all, of these manu- 
‘acturers are willing for their products to be advertised in any con- - 
ceivable manner so long as a high volume of sales is maintained? J] 
am confident that if this question is put to the manufacturers, the usual 
alibi will be given by them to the effect that their dealers are oe 
pendent businessmen and the factories have no control whatsoever 
to a type or form of advertising that they willuse. I suggest to you, 

, that retail automobile dealers are independe nt businessmen in the 

an of Detroit when they are engaged in practices favored by the 
factories, but that this figment of independence is quickly dispelled 
the instant that a dealer seeks to exercise any true degree of independ 
ence in an area that is contrary to the thinking of the factory at the 
moment. 

And I would put another question: How much of the nonsensical 
idvertising that you and I see and hear every day is regarded as repre- 
senting sound business management by the men who pl: wce theads? I 
can report to you that as a result of traveling almost 100,000 miles 
during the past 12 months, talking with dealers and addressing dealer 
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groups in every part of the country, a very definite answer is that the 
vast majority of dealers every where despise this type of deceptive 
advertising. Here again we have just one more example of factory 
pressure to sell, sell, sell, regardless of profit to the dealer and regard- 
less of the confusion that is created in the pubic mind. 

Senator Wirry. May I interrupt there, because I think you made a 
very fine statement here. But this last ad we had showed the dealers 
who were advertising it, and that you attribute to the factory, and 
then you turned around to this gentleman and you said it was pur- 


suant to some kind of a contractual relationship between the factory 
and the dealers. 


Mr. Ben. Yes, sit 


Senator Winery. Is there proof, specific proof, of that? 

Mr. Beit. There is definite proof of that, Senator, in each of the 
selling agreements between the factory and the dealer, in each of the 
selling agreements, and we have them all here, and we can pick any one 
you would like, and look for it; there is a stipulation that a dealer, 
before being accepted as a dealer, must agree to contribute X number 
of dollars to a cooperative advertising fund for each new unit that he 
buys. 

Senator Witey. All right. 

Now, the next question is, If they make that agreement, is the fund 
in the hands of the factory, and do they draw what you call unfair 
practices advertising ? 

Mr. Beixt. The fund is in the hands of the factory. In some in- 
stances there is a dealer advertising council which has a degree, and I 
would suggest a very limited degree, of authority over where or how 
much or when certain types of advertising will be used. 

But this type that you are holding in your hand there now is pub- 
lished by the factory, it is prepared copy by them, and it is paid for by 
this cooperative fund. 

Here it says “the seller”—that is the General Motors factory— 
will collect the sum of $20 for each new Chevrolet motor vehicle and chassis pur- 


chased and paid for by the dealer, and such sums will be credited to the dealer 
portion of the advertising fund for the account of the dealer. 


What does the factory pay on that? The dealer pays $20, the 
factory pays $6. This is the selling agreement of the Chevrolet Divi- 
- sion of General Motors. 

Senator O’Manoney. Do you wish to suggest to the committee when 
you testified that this Buick Circus ad was prepared i in mat form by the 
factory or the factory’s agent and sent to the dealer, that it was the 
dealer’s obligation under ‘the understanding with the company that 
$20 of the cooperative fund contributed by the dealers to $6 contributed 


by the factory would be used to pay for that ad, and that the dealer had 
no choice about the matter ? 


Mr. Betu. That is correct, sir. 

Senator O’Manonry. Were the names of the dealers on that ad 
placed there because they were obliged to do so under the understand- 
ioe with the factory ? 

Mr. Betx. The point has been made to me, sir, that whether or not 
this was actually charged to the cooperative fund, or whether it was 
simply prepared by the Buick division of General Motors and then 
provided to the dealers with the suggestion that they run it, I am not 
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sure which of those is correct. Nor have I any information as to what 
compulsion, if any, resulted in the names of the dealers being put there. 

[ would think, though, that if I were a Buick dealer and my competi- 
tors were going to put their names in and that was going to go in, I 
vould like to have mine there too. 

Senator O’Manoney. This ad which you have presented as an ex- 
imple of bad advertising practice is entitled “Buick Sales Circus”: 

Hurry! Hurry! Hurry! To the biggest sales event on earth, to climax the 
iggest Buick sales in history. We're rolling up the biggest September ever, with 
the greatest deals in Buick history. Stupendous savings, colossal trades. And 
presenting for the first time anywhere at such low prices those sterling, spec- 
tacular and thrilling performers, 1955 Buicks. Up to 236 horsepower, spectacular 
variable pitch Dynaflow, hottest looking car on the road. You crack the whip. 

Mr. Betu. May I suggest, sir, that the man with the whip is not you 
uut the Buick division of General Motors. And the man who is 
naking all these spectacular savings possible in giving away money is 
the dealer. 

I would like to add that in this form of national advertising or 
ulvertising sponsored by a factory, it has been quite unusual that we 
lave seen any of that that we would catalog as false and misleading 
advertising. 

The great majority of the false and misleading advertising that we 
saw in President Yarnall’s testimony and our work with the better 
business bureau has been placed by automobile dealers. But we do 
ntend to work with the better business bureau in slowing down things 
ike this on the national level. 

Senator O’Manonrey. I think it is necessary now to ask the ques- 
tion: Were these dealers who offered this false and misleading ad- 
vertising members of the NADA? 

Mr. Bety. I am sure that some of them were, positive of it, sir. 

Senator O’Manony. How about the policy which dictated the tele- 
vram which you sent to all the dealers? 

Mr. Betz. The policy which dictated the telegram—well, first of 
ill, I don’t think we would have to have a written declaration of policy 
io have that sort of thing appeal to most good businessmen. We have 
iere a code of ethics which I would like to submit to be made a part 
of the record. 

No. 5, the fifth point of seven, points out: 

To accurately represent and advertise our merchandise and services. 


(The document referred to is as follows:) 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION CopE oF ETHICS 


Recognizing the responsibility of every merchant to maintain high standards 
f business ethics and integrity, the National Automobile Dealers Association 
has established the following principles to guide the operations of its members: 

1. To price our products and our services fairly, based upon our costs, 
plus a reasonable profit. 

2. To allow fair and reasonable prices for used vehicles offered in trade. 

3. To properly inspect and service all vehicles before delivery to our 
customers. 

4. To provide facilities, personnel and stock of replacement parts, ade- 
quately to properly service the vehicles we sell. 

5. To accurately represent and advertise our merchandise and services. 

6. To furnish the lowest finance and insurance charges consistent with 
sound business. 
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7. To support programs designed to promote adequate highways and traffi 
safet 

We ( ii these principles and pledge this organization to abide by them. 

Senator Witry. Does this violate that ? 

Mr. Bein. Yes. 

Senator Witey. In what respect ? 

Mr. Bretxi. Does this? No, we think that this is misleading adver 
tising, but we think it is very calm stuff alongside of some of the othe rs 
you had here that dealers used, a thousand dollars on anything that 
rolls 

Senator Winery. [ am not an advertising man, but I do know that 
people disagree, 1 presume, on what are ap propr iate advertisements 
ind what are not. But if there is anything in this statement that 
does not tell the truth or misrepresents a fact, I think it should be 
pointed out, because we have at this time assumed, ] think, your judg 
ment—and I assume you are an expert, and I am not—that this is not 
proper advertising. And I just want to know why. 

Mr. Brut. I don’t qualify as an expert, but I will certainly give 
you my views on it. First of all, it is not dishonest, it is not illegal 

Senator Winery. Fine. 

Mr. Bei. But when I am invited to come into a merchant’s estab 
ishment and name my own deal, I have the inference that that deal 
unless it is utterly absurd—is going to be acceptable. Now, per 
haps vou don’t get that inference, but that would be my feeling. And 
we think that that is on the borderline of deceiving the public. It 
is not false, it is not illegal, I don’t think it is dishonest, we don’t al 

‘ve that it is, but we think it is pretty close to being on the borderline 
of the type of advertising we don’t want our members to use. 

Senator Winery. But some of your members are probably on it. 

Mr. Bet. Sure, they are. 

Senator Witry. They are still freemen, despite belonging to you 
organization, are they ¢ 

Mr. Bet. That is the way we want them to stay. But we don't 
have to like it when they dec eive the public. 

Senator Witry. They don’t have to like your objections to it either. 

Mr. Bet. That is right. 

Senator Witry. The point is, is this deceptive to the public, and is 
the ad inappropriate, because heretofore you put in ads that were 
put in by the respective dealers? Now you are tying up General 
Motors and saying that they are the villains also. And I think that 
this all goes into the paper, the general public gets all of these con 
clusions, gets your statement, and you may be doing them an injustice. 
[ am just trying to be absolutely fair. 

Mr. Bert. So am I. And T didn’t say they were the villains. 1] 
said in my opinion that deludes and misleads the public, and if our 
dealers use that kind of language, we don’t like it. 

Senator Winery. I guess I have got your position. Are you doing 
anything to correct your dealers ? 

Mr. Beti. You bet we are. This special advertising ethics com- 
mittee that President Yarnall appointed has had 3 or 4 meetings 
with the special committee of the Association of Better Business 
Bureaus, and between the 2 of them they drew up a code of advertising 
standards. ‘That code has now been approved by the board of gov- 
ernors of the Association of Better Business Bureaus. We were not 
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lling to walt until the January meeting of our board, sO We polled 

ur board by mail, They have approved the code of advertising 
andards. It is now being printed, and next week it will be dis- 
a uted with implementing letters to all States and local associations 

f our members, because we recognize, obviously, that we sitting here 
Washington cannot and should not and have no way of super- 
sing or policing or monitoring the local advertising. That is a job 
be done locally. 

Senator Winery. Right. 

Mr. Bett. It is our obligation to set the standards. 

Senator Winry. Yes. And has any agency, for instance—that is a 
Chicago publication, has any agency in C hie ‘ago which has authority 
to watch unfair practices come to the same conclusion you have on it? 

Mr. Bextxi. Most definite ly. You pie ked a good ¢ ity, as a matter of 
fact, because—although here again I don’t qualify as an expert on 
the actions of the better business bureau in Chicago—I understand 

iat the y have fora long time worked extreme ly close ly and dilige ntly 

ith the Automobile Dealers Association of Chicago to try ande slimi- 
ite or at least minimize that sort of thing. 

Cleveland is another place where the dealers started this years ago. 

Senator Witry. But my question is whether you know whether or 
not that organization, like we have in smaller towns, if they think 

here is an unfair practice they immediately do something, whether 

or not they did something about this. If they did, it was their con- 
lusion that this is the kind of stuff you are telling me it is. I don’t 
now whether it is. 

Mr. Bein. Are you talking about this particular ad? 

Senator Witry. Yes. 

Mr. Betx. No, not that ad at all. 

Senator Witry. That is all I know. 

Senator O’Manonery. It occurs to me as I look over this ad to make 
i little comment. I find the figure of a cave man, who appears to be 

iolding a weapon in his hand. And it says, “We're trading wild and 
woolly.” 

Senator Winery. They are from your State, are they, Wyoming? 

Senator O’Manonry. No; this is from Chicago, from the Chicago 
fribune ad introduced by the admiral. 

Mr. Bewi. Well, they are trading with the dealers. 

And may I say, sir, that I have been informed that the Chicago 
Better Business Bureau has gone on record as saying that any adver- 
tisement that says, “Name your own deal” is misleading, in their 
opinion. 

Senator Witry. That is good evidence, I think. 

Mr. Bett. Mr. Chairman, to resume, I submit to you and the com- 
mittee that the task of a retail automobile dealer who wants to be 
ind tries to be an ethical businessman is made well nigh impossible, 
or certainly more difficult, when the wording of the selling agreement 
permits, and in fact encourages, abuses, Let me cite a few examples: 

A dealer has sold a certain make of automobile for 35 years. During 
this time he has watched many changes in the top management in his 
factory. He is loyal to his product. He is a good citizen, a good 
neighbor, a civic leader, a respected member of his community. 

_ day, recently, without prior written warning, he received a let- 

‘from Detroit telling him that he had not achieved “satisfactory 
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market penetration.” Bewildered, he asked the field representative 
of his factory what he can do to merit the confidence of the manu 
facturer with whom, so he has been told in public statements, he is a 
“partner in progress.” 

The reply is about like this, “I’m just a dumb wholesaler. I can’t 
tell you how to run a retail business—but if you don’t do better, we're 
not going to renew your franchise.” 

Or, take the case of a man who has been a franchised dealer for 15 
years in another small town and who says to his factory representative, 
with a certain pride, “For the past 10 years I have had only 6 cus 
tomer complaints”—and is told by the factory man, “I don’t care if 
you've had a thousand customer complaints. We're going to double 
your quota for the next year and if you can’t sell ’em, we'll find some 
one who can.” 

Mr. Burns. What does that phrase “market penetration” mean’? 

Mr. Beii. 1 would like to have a good clean definition of that 
myself. 

I am sorry, Mr. Burns, I can’t answer that. I have heard this 
argued and discussed, but I have never seen it defined. We will 
try to find an answer for you. 

Senator O’Manonry. What does the dealer think it means? 

Mr. Bety. Well, there are various phrases that are either in the 
franchise or in the supplementary documents—“percentage of price 
class,’ “market penetration,” various things about quota—that is 
another good one that I haven’t been able to get a good clear-cut defini- 
tion on, “develop the territory to the satisfaction of the manufacturer.” 

Senator O’Marionry. Well, isn’t it all plain in the sentence which 
you have just read from the response that the dealer received from 
the factory representative, “We're going to double your quota for the 
next year, and if you can’t sell ’em, we'll find someone who can” / 

Mr. Bey. I think so, sir. 

Senator O’Marronry. That is market penetration. 

Mr. Bei.. It certainly is. 

Senator Winey. I can’t agree with that. I agree that if he doesn’t 
sell them, it is not penetration. 

Mr. Berti. You are absolutely right on that. Sometimes it is com 
pletion. 

For the most shocking examples of what may be called stimulated 
falsification, we can look back to the closing weeks of 1954 when the 
dealers in at least one make of car were encouraged to register, as 
having been sold to customers, automobiles that they had not only 
never received, but which were still in process of production in Detroit. 

Senator O’Manoney. Is that word “been” intended to be in there ‘ 
You said “as having been sold.” You mean as “having sold.” 

Mr. Betz. No, to register them as having—yes, to register them as 
having sold to customers, yes, sir, that is true. 

Mr. Burns. What manufacturers are referred to there? 

Mr. Bex. I said here at least one. I am not restricting, I am re- 
ferring to Chevrolet. 

In 1954, and again in the early summer of 1955, NADA, concerned 
with the widespread relaxing of credit terms and the record growth 
and quantity of automobile paper (I might say we were concerned 
with a lot of the quality of it), invited representatives of some of the 
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country’s principal lending institutions to meet with us here in Wash- 
ington. In continued informal discussions with the Federal Reserve 

Board and among ourselves, we have sought to keep alert to any im- 
mediate or long-range danger that might result from the consumer 
credit situation in the automobile industry. 

NADA, through its various publications and through the state- 
ments of its officers at dealer meetings, has urged commonsense on the 
part of dealers, finance companies, and banks, to the end that un- 
realistic credit terms may be avoided. 

Recently, in a Southern State, I asked a group of dealers what they 
would consider the normal pattern of credit terms today on the sale 
of a $2,500 automobile. Their answer—$175 down and 42 months 
to pay. 

“Does that sort of thing make sense to you?” I asked them. “ Are 
terms such as these indicative of your own sound sacaaae judgment ?’ 
The answer was immediate, strong, negative. “But,” they added, 
“what is a man to do in the face of rising quotas imposed by Detroit ?” 

Oh, I am confident that when representatives of the General Motors 
Corp. appear here to give their testimony, you will be told that these 
constant dealer complaints of pressure, force, and coercion are sheer 
nonsense and represent only the wailings of weaklings who are lazy, 
incompetent, or slowed down by financial fat. 

I dare say that General Motors Corp. will say to you—as will other 
ventlemen from Detroit—that it is ridiculous for a dealer to allege 

that he engages in unbusinesslike practices because of fear of reprisals, 
fear of cancellation, fear of losing all that he has built for himself 
ind for his family’s future. 

You will, perhaps, be told, as I have been on numerous occasions, 
by the senior executives of one manufacturer or another, that “any 
dealer can come right here to my office and lay his problems on my 
desk and be assured of receiving fair and impartial and friendly 
treatment. 

I daresay that witnesses for the General Motors Corp. will present 
charts and graphs based on studies conducted by their economists and 
financial staff that will be most persuasive in seeking to create the 
mpression that if the dealers would only stick to their knitting and 
carry out their instructions, the economy could stand a 10 million or 
2 million car year in 1956. 

We would like to believe those things ourselves. There is not a 
dealer in America who wouldn’t cheer at the thought that we could 
double production and double sales so long as we do not endanger the 
economy or any segment of it, by so doing. 

The average automobile dealer, gentlemen, may not be an expert 
economist, but he is the man on the firing line. He is the face to face 
contact with the consumer. He is the man whose finger is immediately 
and constantly on the public pulse. I don’t think you have to be an 
economist to find out whether or not you are going broke, or to rec og- 
nize pressure when you feel it, or to sense the existence of fear. 

We of NADA have sometimes referred to the automobile industry 
as a “three-legged stool” with the legs representing production, finance, 
and distribution. Right now those legs are not in balance and I 
submit to you that some of the reasons for this, and some of the 
answers and solutions for regaining stabilization, can best be discovered 
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by talking with your automobile-dealer neighbors at home, and to 
your community bankers, before you accept as economic gospel the 
provocative charts and graphs of any pied piper from Detroit. 

In conclusion, gentlemen, and I am indeed grateful for your pa 
tience, let me further identify the retail automobile dealer for you. 
He is the man who, with his fellow dealers, donated last year more 
than 7,500 new automobiles to the high schools of America for teen-age 
driver training. That is a notable public service in itself, as every 
mother and father is well aware. 

He isthe man whose contribution to safety, comfort, and convenience 
only begins when you drive out from his dealership i in your new car 
because he provides continuing service during the life of the ¢ 

He is the man whose national trade association recently completed s 
film in cooperation with the Federal Civil Defense Administration 
that is designed to emphasize the role of the family car in the event 
of disaster. 

He is the man who, in every community, is a public -spirited civic 
minded citizen, a leader in the annual drives for the Community Chest, 
the Red Cross, and charitable organizations. 

He is the man who this year, together with his fellow automobile 
dealers, will spend over $200 million in local advertising in addition 
to the $217 million that he will contribute as his portion to the so 
called cooperative advertising fund of the various manufacturers. 

We have a chart there to indicate simply the relationship of those 
contributions to cooperative advertising. Weare not saying that those 
relationships are unsound or unwise. We merely thought them ot 
interest. 

Senator Witey. What are they? Red is what and blue is what? 

Mr. Bett. Red is the contribution of the automobile dealer in vari- 
ous makes of automobiles comparable to this $20 that I have just read 
from this selling agreement and the blue is the equivalent contribution 
by the corporation, General Motors. 

Mr. Burns. May we have a copy to include in the record ? 

Mr. Bex. You may, sir. 

(The chart is as follows :) 





r a> - 0S ool os El 0 CI 006 od 6 9 00 90 wd 
(so 
Ws Ys Iv OG: ccOGs ooShe 00 Oe co Es oo Ge o0Gee j a ¥3z1w3a 


GL 09 29 OL 09-05 Ob as ‘SIYLNOD 


NOLLNAILNOO oscal LINN Yad 
dOO9 WLOL avo MOINEG 


LAWS 


t. 
_ 
< 





THE 





OF 








STUDY 


SYV 1100 49 SNOITIIN 


i 
+ OJ suv7100 4 SNOITTIW 


SNOILNGINLNOD ONISILYSAGV SAILVYSd009 Y31VSG—AXOLOVS 





STUDY OF THE ANTITRUST LAWS 


Senator Witry. That is based on so much a car? 

Mr. Beuyi. Based on so much a car, Senator. 

He belongs to a retail industry whose payroll exceeds 12 percent 
of the entire retail payroll in 42 of the 48 States. 

There is a little chart showing the automobile-dealer payrolls as a 
percent of total retail payrolls in each State simply submitted again 
as a matter of interest. to show the place of this man and his industry 
in every community. 

You will note that in 18 States the percentage is between 14 and 
16.9. The percentage of the overall retail payroll, that is attributable 
to the new-car dealer. And I think you have another chart. 

Mr. Burns. I think that should also be included. 

Mr. Beww. That will be. 

(The chart is as follows:) 

(Committee insert) 


FRANCHISED AUTOMOBILE DEALER PAYROLLS AS A PERCENT OF 


TOTAL RETAIL PAYROLLS IN EACH STATE 
NUMBER of STATES 


- 50-79 80-109 1LO-139 4404169 170 


AND OVER 
PERCENT AUTO DEALER PAYROLLS OF TOTAL RETAIL PAYROLLS (by state) 


Mr. Betxi. And there is the automobile dealer as an employer of 
people. I think it is interesting there that in 11 States that percent- 
age is 10 to 10.9. Ten percent of the total retail employment within 
the State is attributable to the new-car dealer. 

He is the man who in the tabulation that we exhibited earlier stood 
40th in profits in 41 professions. 

Finally, gentlemen, he and his fellow dealers have not come to the 
Congress seeking a subsidy, a protective profit wall, a guaranteed 
annual income, any form of price fixing, or the passage of class 
legislation. 

His retail industry represents hard-hitting, dynamic, competitive 
enterprise in every sense of the word. 

If he appeals to his elected representatives in the Congress, he will 
do so only because reasonable remedies that could be and should be 
devised in Detroit by men of good will have not been granted. 

Furthermore, gentlemen, the retailers of this industry recognize 
that they have an obligation which extends beyond the operating 
conditions of today; an obligation that all of us in middle life have 
to those who will follow. 
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Some months ago, the National Automobile Dealers Association 
ook positive action toward accepting this responsibility by establish- 
ng within the framework of NADA an organization known as the 
Young Executives Group. Membership is open to men in manage- 
ne nt positions, within the ranks of our members, who are between 

ages of 21 and 40. 

"Through programs espec ially designed for them, we are seeking to 
nerease the managerial competence ‘of those who will be the leaders 
n this retail industry in the years to come. For a long while the 
General Motors Corp. has provided special training for the sons of 
dealers, and I am told it is commendable training. 

Theirs is a commendable program, and in restricting it to sons of 
dealers I think they have gone about as far as they can be expected 
to go. Our own program, being industrywide, embraces far more. 
[t is unrestricted as to sons or relatives, or to dealers in any particular 
make of car. 

We have discovered already that these young men, the majority of 
whom have served their country in combat, are asking very serious 
ind very intelligent questions and are quick to voice their apprehen- 

on of many of the conditions which they see being faced daily by 
the franchised dealers. 

These young men want more than words. They demand proof— 
not that theirs is to be an assured secur ity for life, but proof that you 
ud I and our generation are sincere when we speak of opportunity 
n the economie future of America. 

The retail automobile dealers recognize, of course, that laws cannot 
ve passed which will change the hearts of men or amend their charac- 
er, but they recognize, too, that there are laws on the statute books 
today that were designed to curb or to cure inequities as between 
groups. 

The removal of inequities is, in essence, what the dealers want. 

Welcoming competition, eager to take their chances with success 

r failure, devoted wholehe: artedly to the rough and tumble of a fast 
—evine profession, they ask only for equality of opportunity. It 
would seem to me that such a desire and demand is in every way com- 
patible with free competitive enterprise or dynamic capitalism or any 
other expression that 1s descriptive of the tenets of our beliefs. 

Mr. Chairman and gentlemen, I thank you again for the privilege 
of being permitted to appear before you. The men whom I represent 
ask for nothing but the right to the same form of independence that 
is enjoyed by the small-business men in other industries. They think 
they are deserving of this, and so do I. 

(The documents referred to follow :) 
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FRANCHISED AUTOMOBILE DEALER EMPLOYMENT AS A PERCENT OF 
TOTAL RETAIL EMPLOYMENT IN EACH STATE 


TATES 


ail tila 


59 60-69 70-79 80-89 930-99 100-109 li0-II9 I20-I29 [30-139 40-149 


PERCENT AUTO DEALER EMPLOYMENT OF TOTAL RETAIL EMPLOYMENT (by stote 


4| RETAIL BUSINESSES IN THE ORDER OF 
NET EARNINGS DURING FIRST 6 MONTHS OF 1954 


SOURCE: ACCOUNTING CORPORATION OF AMERICA 


|. Dentists 22. Cocktail Lounges 

Medical Doctors 23. Men’s Specialty 

Barber and Beauty Shops 24 Bakeries 

Commercial Repair Services 25. Women’s Specialty Apparel 
Professions (not Dentists or M.DS) 26. Men’s and Women’s Apparel 
Photographic Studio and Supply Shops 27. Furniture Stores 

Motels 28. Drug Stores 

Jewelry Stores 29. Hardware Stores 

Laundry and Cleaning Agencies 30. Restaurants 

Florists 31. Variety Stores 

Loundry and Cleaning Plants 32. Liquor Stores 

Speciality Contractors 33. Childrerrs Wear 

Garages 34 Confectionery Stores 

Gift and Novelty Shops 35. Appliance Stores 

Paint, Glass and Wallpaper Stores 36. Service Stations 

Plumbing and Heating Equipment 37. Specialty Food Stores 
Lumber and Building Materials 38. Meat Markets 

18 Shoe Stores 3 on Grocery Stores 
19 Auto Parts and Accessories 


20 Building Contractors (40. NEW CAR DEALERS ) 


21 Taverns 41. Used Car Dealers 


FRANCHISED DEALERS 


5 
3 
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Senator Winey. Have you a copy of the contract that the dealers 
make ¢ 

Mr. Bett. With their factory ? 

Senator Witey. Yes. 

Mr. Betu. Yes, sir. 

Senator Witey. Well, have you made suggestions or would you 
make suggestions showing where and how ‘that contract might be 
remade or modified so as to bri ing about what you feel is a more equita- 
ble relationship between the two? 

Mr. Betu. Yes, sir. 

Senator Witey. It seems to me that your statement calls for such 
an analysis by you, sir. 

Mr. Bett. We have made that, sir. 

Senator Witey. Well, I think that should go into the record. 

Now then, if such a contract would be modified along the lines you 
have suggested, you feel that would be a step in the direction of 

creating morale that does not now exist, according to your statement. 

Mr. Bei. I think it would go a long ways tow ard that. 

Senator Winey. Then have you any specific suggestions, assuming 
that that could not be brought about amicably, have you any specific 
suggestions from your lawyers or that you w ill have evolved from your 
very fine mind, as to how, again in the public interest, as well as in the 
interests of the parties that we have mentioned, the thing might be 

brought about, through legislation. 

The first is, the suggestion is made—you have made a pretty good 
case here, assuming subsequent facts will substantiate what you have 
said about the situation—then if that does not come about, whether 

or not what laws could be passed that would be instrumental in bring- 
ing it about. 

I have just one other idea. I think from my own observation during 
the years that I have been here that I think that the situation has been 
brought about—primarily you had the good years when you could 
not get cars, when it was a seller’s market. Now you have got a buyer's 
market and you have a tremendous flood of cars coming and your 
theory is that that flood is produced by the factory, and they are the 
ones that should control it so that it would not damage the distributor 
or the seller; is that right ? 

Mr. Bet. That is cor rect, sir. 

Senator Witry. Well, then, have you any suggestion as to what law 
should be passed? Would you limit the amount of the product, or do 
you think simply a modification of contract so that the dealer would 
not have to take what he feels he cannot handle would do the job, or 
what other? 

Mr. Beti. We would much prefer the latter suggestion, Senator. 
We are certainly not in favor of any legislation that would control 
production or control anything. We are opposed to that. 

Senator Witry. Of course you realize—— 

Mr. Bell. When I get out to Detroit though, and I suppose that 
your executive of one corporation and we quietly agree we don’t want 
to go and talk about overproduction. You don’t like to feel that we 
overproduce in America and you will agree, you will say, “You are 
dead right; why does not that fellow down the street stop making 
so many automobiles?” 
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An hour later I will be talking with him and he will agree. He will 
say, “Why doesn’t Senator W iley stop making so many automobiles?” 
Obviously, you will not have any kind of an agreement there. We 
think that is the wrong place to start, Senator. We would like to 
start on this contractual relationship. 
Senator Witry. Well, I think there is where the primary remedy 
s to be found, according to everything I have heard here, and I am 
sorry I have not been here more. According to the statement you 
have made now, one would infer that the dealers are in financial 
straits, they are not making a living, in a sense, they are being forced 
to take on more cars than they can handle profitably. They can han- 
dle them all right, but they have to take the losses. That is the sub- 
stance of your statement, as I get it? 
Mr. Bex. That is a portion of it, Senator. But, may I repeat one 
thing, and I am not certainly appearing here as a Pollyanna or any- 
thing of that sort but, honestly, I think we are more concerned with 
the conditions under which a man is either permitted or required to 
sperate than whether he is making money or not. 
Senator O’Manonery. You want a dealer to be a master in his own 
house. 
Mr. Bex. Certainly, sir, to the degree that other businessmen are. 
Senator Witry. Don’t you want a woman to have something to say 
ibout it? | Laughter. ] 
Senator O’Manonrty. Well, we will amend it to say master in his 
own shop. [Laughter.] 
Senator O’Manoney. On page 3, Admiral, you said—the paragraph 
mmediately following a, b, c, and d 
Mr. Bety. Yes, sir. 
Senator O’Manoney (continuing) : 
We shall show that dealers through group action and through their trade as- 


sociation, have sought to bring about a more equitable relationship and a 
healthier working climate only to be rebuffed by their manufacturer. 


Mr. Bex. Yes, sir. 


Senator O’Manoney. Does that mean that your trade association 
s not permitted to sit down and bargain with the manufacturers as a 
rade association ? 

Mr. Brix. Oh, absolutely not; you are quite correct, sir. We are 
not permitted to do that. 

Senator O’Manonry. A little bit later you said that when you went 


to Detroit you talked with the heads of various divisions and manu- 
facturers. 


Mr. Breti. That is correct. 
Senator O’Manoney. And the production manager or some equally 
mportant executive would say to you, “Why, any dealer may come 


in here and sit down opposite my desk and we will iron out his prob- 
lems”; is that correct ? 


Mr. Betx. That is correct, sir. 
Senator O’Manonery. Then am I to infer from that that the design 
seems to be to prevent the dealer from organized effort to resist or- 
ganized pressures which are put upon him? 
Mr. Berti. I think that is a fair statement, sir. 
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Senator O’Manoney. Now, then, on page 6, you said [reading]: 


Now if factory abuses affected only the so-called franchise dealers—some 
19,000 men employing in excess of 700,000 people—the situation would still war- 
rant a careful scrutiny on the part of this or any other designated committee 
of the Congress. But the results of abuse and the unwise and unjust use of 
power, force, and coercion are not restricted to the dealers and their employees 
und families. They are harmful to the public as well. 

Do I understand you to mean by that that your association here will 
offer testimony about abuse, unwise and unjust use of power, force, 
and coercion upon the dealers by the manufacturers / 

Mr. Bei. Yes, sir. 

Senator O’Manoney. That will be done? 

Mr. Bent. Yes, sir. 

Senator O’Mauonry. With respect to the penetrating questions that 
were asked by Senator Wiley, you answered him, if I remember cor- 
rectly, that your principal objective, that is of NADA, would be to 
obtain a better dealer-manufacturer relationship- 

Mr. Breuu. Yes, sir 

eine O’Mantoney (continuing). Which would recognize the 

man rights of the = ‘rv, and also his economic rights. 

em Bett. Correct, 

Senator O’MaAHoNeEY. im, on page 8 of your statement you have 
recited some of the recommendations with respect to unfair prac- 
tices which were made by the Federal Trade Commission in a report 
of June 5.1939. Let us read them. [ Reading:] 

(a) Less restriction upon the management of their own enterprise. 

| “ne ‘rpret that to mean less restriction upon the management of 
the dealer of his own eae ise, 

Mr. Bein. Correct, sir: ves, sir. 

Senator O’Manonry. Do you believe that there is still restriction 
exercised upon the dealer ? 

Mr. Bert. Yes, sir: Ido. T most definitely do. I do not want to 
leave the impression that every authorized new-car dealer feels that 
he is subjected to forces or pressures or coercion nor that every new 
ear dealer has this feeling of fear toward his manufacturer. That 
would not be true, of course. 

Senator O’Manronery. I did not ask that question, of course. 

Mr. Bein. No, sir 

Senator OManuonry. But you do believe that there is restriction— 

Mr. Bett. Yes, sir—— 

Senator O'Manonry (continuing). Exercised upon the local 
dealer 4 

Mr. Bein. Yes, sir. 

Senator O’Manonry. By the factory which ought to be modified and 
restrained ¢ 

Mr. Benn. I think the same conditions exist now as when the Trade 
(‘ommission published its report. 

Senator O’Mantoney. Very good. 

Now, the second recommendation [reading] : 


(b) Quota requirements and shipments of cars based upon mutual agreement. 


Is there any agrement now, mutual agreement, between the factory 


and the dealer with respect to quota requirements and shipments ? 
Mr. Bett. Yes, sir. 
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Senator O’Manonry. Did you get my question 

Mr. Beti. Yes, sir; there is, but sometimes there is a little added 

ouragement, too. 

Senator O’Manoney. Well, I do not believe that is responsive to the 
juestion. Let us get the question. I think you had one thing Ih 
nind and I another when I framed the question. 

Mr. Betu. Yes, sir; I’m afraid so. 

Senator O’Manoney. The reporter will repeat the question. 

(The question was read.) 

Mr. Beti. No; I think I should amend that, because I believe a more 

curate and proper answer Was “Ne.” 

Senator O’Manoney. You did not understand the question, 
ike it? 

Mr. Betz. No, sir. 

Senator O’Manoney. In other words, you want the committee to 
inderstand that the quotas which are imposed upon dealers now, and 

e shipments of cars are frequently made by the will of the factory 

ithout any agreement upon the part of the dealer? 

ie Beit. That is a much more accurate statement, and I might say 
without the willing agreement, Senator, most definitely. 

Senator O’Manonry. Yes; without the willing agreement. 

Mr. Bet. Yes. 

Senator O’Manoner. Then you think that recommendation ought 
to be carried out? 

Mr. Berti. Yes, sir. 

Senator O’Manoney (reading) : 

(c) Equitable liquidation in the event of contract termination by the 
nanufacturer. 

What is the situation now with respect to liquidation on the termina- 
tion of a contract ? 

Mr Bex. There are differences in the liquidation proceedings or 
provisions, rather, as contained in the various selling agreements. 

But it is my impression from discussing this subject with many 
dealers and, more particularly, with many ex-dealers, that that pro- 

vision still needs to be carried out, the one that you just read. 

Senator O’Manonry. I have observed that not too long ago the 
Supreme Court of the State of Wisconsin, I think, sustained a statute 
of the State of Wisconsin which apparently was designed to prevent 

the cancellation of contracts of this kind arbitrarily and without 
consideration of the dealer. 

Have you run across that information 4 

Mr. Bein. Yes, sir. 

May I ask the general counsel if he will either answer or—that 
my impression, too, but I wanted to be sure. 

Mr. Moore. That is exactly right, Senator, within the past 2 weeks. 

Senator O’Manoney. In the Wall Street Journal, this month, I saw 
a story from Denver to the effect that the General Motors Corp. had 
taken the case to, or tried to take a case to, a three-judge Federal court 
to declare unconstitutional a Colorado statute which was designed to 
protect the dealer. 

Are you familiar with that suit ? 


1 
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Mr. Moore. We are familiar to the extent that we have just received 
a copy of the complaint that has been filed by the General Motors 
Corp., Senator ; your statement is accurate. 

Senator O’Manoney. I wonder if you would be good enough to let 
this committee have a copy of that complaint. 

Mr. Moore. I would be happy to do that, sir. 

Senator O’Manoney. I would like to have the committee and the 
committee staff read the statute, and see how it comes that a litigant 
engaged in interstate commerce is suing in the Federal courts to 
prevent the execution of a State law governing the licensing 
automobile dealers within the State. 

Mr. Moore. We shall be happy within the next 2 days, sir, 
provide your staff with that information. 

Senator O’Manoney (reading) : 

(d@) Contracts— 

This is another recommendation of the Federal Trade Commission of 
1939— 

Contracts definite as to the mutual rights and obligations of the manufacturer 
and the dealer, including specific provision that the contract will be continued 
for a definite term unless terminated by breach of reasonable conditions ri 
cited therein. 

Do you desire the committee to understand, Admiral Bell, that tli 
contracts presently in existence between manufacturers and dealers 
are indefinite with respect to mutual rights and obligations of the tw: 
parties ¢ 

Mr. Betu. Yes, sir. 

Senator O’Manoney. Do you wish the committee to understand that 
these contracts contain no provision to prevent their termination by 
arbitrary action on the part of the factory ? 

Mr. Bett. Yes, sir. The lack of mutuality in the selling agreement 
between factory and dealer is one of the principal points sought to be 
established by this association. 

Senator O’Manonry. So you have come to this committee toda, 
on the 29th of November 1955 to ask this committee, as a legislative 
committee, to do what it can to recommend the effectuation of certai 
recommendations made by the Federal Trade Commission on June 5. 
1939, to improve the relationship between the factory and the automo 
bile dealer? 

Mr. Bett. We would most certainly like to see those recommenda 
tions made 16 years ago carried out; yes, sir. 

Senator O’Manonery. And, as the executive vice president of the 
NADA, you have just testified that with respect to each of the four 
recommendations of the Federal Trade Commission which, of course. 
held a long investigation of the relationship of the dealer to the 
manufacturer, are now not being carried out? 

Mr. Bei. That is correct, sir. 

Senator O’Manoney. Very well. 

Do you have any more questions? 

Mr. Burns. That is all we have. 

(Business Service Bulletin No. 60, Automobile Dealers—1953 Oper- 
ating Ratios—is as follows:) 





STUDY OF THE ANTITRUST LAWS 3187 


Business Service Bulletin No. 60, United States Department of Commerce, Small Business 
Administration, September 1954] 


SUMMARY OF FINANCIAL INFORMATION ON AUTOMOBILE DEALERS—1953 OPERATING 
RATIOos 


(Issued by the Office of Distribution, Business and Defense Services Administra- 
tration, United States Department of Commerce) 


Automobile dealer profits dropped sharply during the last quarter of 1953 

Overallowance on used cars resulted in heavy losses. 

The percentage relationship of profits to sales declined for the third consecutive 
vear. 

’ These facts are reported in Operating Averages for the Automobile Retailing 
Industry, Year 1953, published by the National Automobile Dealers Association, 
1026 17th Street NW., Washington, D. C. 

A summary of that report is presented here, with permission of the publisher, 
for the purpose of facilitating the dissemination of operating cost information to 
all who are interested in the automobile retailing industry. 

Operating profits before taxes amounted to 4.3 percent of total sales after the 
first 9 months of 1953. However, losses during the last 3 months were of such 
magnitude as to reduce the operating profit for the year to 2.2 percent. 

Trading losses on used cars were responsible for the sharp drop in profits 
toward the end of the year. Dealers reported an average gross profit of $16 
per used unit sold, during the first 3 months of the year. This situation rapidly 
changed and when the year ended, the figures showed an average unit loss of 
$45 on all used ears sold during 1953. 

The trend in operating profits has been steadily downward since 1950, when 
they amounted to 6.3 percent of total sales. A remarkable consistency is noted 
in declining percentage ratios for the 3 years that followed. The profit ratio 
n 1951 was 4.9 percent of sales, which was lower than a year earlier by 1.4 
percentage points. In 1952, profits were lower by 1.3 percentage points, de 
clining to 3.6 percent of sales. In 1953 a further decline brought the operating 
profit ratio to 2.2 percent of sales, again a drop of 1.4 percentage points from the 
previous year. 

A survey prepared by the National Automobile Dealers Association covering 
the first quarter of 1954, indicates that operating profits for this period averaged 
0.8 percent of sales, thus continuing the downward trend in the level of profits 

nto the fourth consecutive year. 

Four tables are presented in this summary showing operating ratios for auto 

bile dealers according to sales size, gross profit or loss per used unit sold, and 
trends in operating ratios over the past 4 years. 

Users of the data should keep in mind that the figures are averages obtained 
by combining operating information for automobile dealers whose individual 
performance may vary considerably from the average. There is, also, a certain 
amount of selection in any compilation of operating results, since those operators 
who keep adequate records and voluntarily submit reports are likely to be more 
efficient and successful than average. To the extent that this may be the case, 
the ratios reported here provide standards of profitable operations. 

Recipients desiring to make further distribution of this material should obtain 
permission from the National Automobile Dealers Association. 


laBLE 1.—Sales, eapense and operating profit before taxes: Percentage of total 
sales 


1950 1951 1952 


tal sales ‘ 100 100. 0 
Gross profit ? } 18. : 17.2 
Selling expense ‘ 3. 3.8 
Operating expense : ; pa j 9. 6 9.8 
sal expense icice é 13.3) 13.6 


Operating profit... ‘anatase : é 4. ¢ 3. 6 
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rage gross profit and operating profit bef 


Percentage of total sales 


iverage gross profit for used unit sold 


oO 


\ 


Senator O’Manonery. The committee, when it akes "ect toaay, 
ll have te announce that its session tomorrov vill be held in room 
Mr. Mcliveu. The first witness tomorrow will be Mr. Charles 
Hewitt. 

Senator O°’Manoney. Who ts he? 

Mr. McHwvuen. He is a professor at the University of Indiana. 

Senator O’Manoney. Prof. Charles Hewitt of the University of 
Indiana will be the first witness. 

he committee will stand in recess until 10:00 a. m. promptly. 

(Whereupon, at 5:05 p. m., the committee adjourned, to reconvene 
it 10 a. m., Wednesday, November 30, 1955, in room 412, Senate Office 
Building. ) 











A STUDY OF THE ANTITRUST LAWS 


WEDNESDAY, NOVEMBER 30, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
112, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present: Senator O’Mahoney, Senator Wiley, and Senator 
Hennings. 

Also present: Senator Arthur V. Watkins, Joseph W. Burns, Chief 
counsel, and Donald P. McHugh, assistant counsel. 

Senator O’Manonry. Are you ready to proceed ? 

Mr. Burns. We are, Senator. 

Senator O’Manoney. Mr. Hewitt will be the first witness. 

Mr. Burns. Mr. McHugh will examine the witness. 

Senator O’Manonry. Very good. 

Mr. McHuen,. Do you have a prepared statement that you would 
ike to read ? 

Mr. Hewirr. Yes, I have. 

Mr. McHvau. Will you begin then, please. 


STATEMENT OF CHARLES M. HEWITT, JR., SCHOOL OF BUSINESS, 
INDIANA UNIVERSITY, ACCOMPANIED BY JAMES C. MOORE, 
GENERAL COUNSEL, NATIONAL AUTOMOBILE DEALERS ASSOCTI- 
ATION 


Mr. Hewirr. My name is Charles M. Hewitt, Jr. I am presently 
employed by the school of business, Indiana University, Bloomington, 
Ind., as an assistant professor of business law. 

In addition, for the past year I have served as a consultant to the 
National Automobile Dealers Association and the Automobile Dealers 
Association of Indiana on problems relating to the franchise agree- 
ments under which the franchised retail automobile dealer conducts 
\is daily business operations. 

My interest in this subject extends over the last 3 years when I 
elected automobile franchise agreements as the subject for special 
study to qualify me for a doctor of business administration degree 
from Indiana University. 

At the outset I would like to emphasize that the views I express 
iere today are my own and are based upon this special study I have 
made, 

Senator O’Manoney. By that I suppose you mean that they have 
not been suggested to you by your employers? 

Mr. Hewirr. No, sir, they have not. 
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(OManoney. The fact that you are a consultant, you wai 
{ | tand—consultant for NADA does not 
it vou are @lving. 
tO ] oint out that IT started this study before I had ar 
al Automobile Dealers Association whatsoeve1 
So that T take it you do not want to be econ 
ss testifving for a particular client ? 
nexpert TL understand is a man a long way fron 
ification. I euess. But I want it understood 
and do not necessarily reflect anyone else’s 
Very good. 
ed reading: My Burns, chief counsel for tl 
n his opening statement on November 8 th 


Al 


ily by the subcommittee 


that one question the subecommittes 


dictatorial 

today to sug@est some answers to these 54 S- 

inke it impera tive that my comments today 
- t 


s1C points concerning automobil 
rreement 


ary statement will be read. A more extensive stat 
ment is attached to this summary statement with a request that bot! 


statements be made a part of the written record of this proceeding. 

Senator O’Manonry. Are you referring to what is called appen- 
dix B? 

Mr. Hewrrr. Yes, sir. 

Senator O’Manonry. That will be made a part of the record, follow 
ng the statement that you are now making. 

Mr. Hewrrr. To proceed reading: For a more complete legal : 
economic analysis of the history and development of automobile fra an- 
chise agreeme nts, your attention is directed to a 400-page book which 
I completed this past summer. Copies of this book are now being 
printed. <A espy will be made available to the committee. 

Senator O’Manonry. You had better put the title of the book in. 

Mr. Hewrrr. All right, sir. Automobile Franchise Agreements by 
Charles Mason Hewitt, Jr. 

Senator O’Manonry. Priced at—let us complete the plug. 

Mr. Hrwirr. It has not been published as yet, sir. 

Senator O’Manonry. Isee. All right. 

Mr. Hewrrr. This is my summary statement: There have been over 
2.000 domestic concerns engaged in the production of passenger cars 
since 1900. However, concentration of production into the hands of 
a relatively few enterprises started at an early d: By 1912 seven 
firms accounted for 50 percent of production. y 1930 seven firms 
accounted for 92 percent of production. In 1954 a 1955 three firms 
accounted for about 95 percent of total production. 

As a practical matter there has been no successful entry into the 
manufacturing side of the automobile industry since about 1925. 
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Although many reasons may be given to explain this ever-increasing 
yattern of concentration, it is the purpose ot this statement to analyze 
only one of these possible explanations. 

lt is believed that the dealer franchise agreements used in the in- 
lustry since about 1902 are at the root of many of the economic prob- 
lems in the industry. Since about 1902 the vast majority of new and 
used cars sold have been handled by dealers having franchise agree- 
iments with the various manufacturers. 

Mr. McHwuen. Do you believe that the dealer franchise system has 
‘ontributed to this pattern of concentration in the industry / 

Mr. Hewrrr. I do. 

Mr. McHuen. I wonder if you would explain in what way 4 

Mr. Hewirr. Well, I elaborate on this in the latter part of my state 
ment. But in this way: Due to factors in the agreement which I will 
point out, it is a control device, the franchise agreement is a control 
levice, a device for achieving control over dealers without having legal 
responsibility for that control. 

Because of this factor, dominant manufacturers are able to put car 
mn the market, to force cars on the market, in such a way that the net 

sult would be the same as if the dominant manufacturers had en- 
caged in price cuts to destroy competition. 
hey put so many cars on the market that a large part of these 
irs become distress merchandise. Since the GM and Ford produc 
on race started about 1950, the independents, of course, have had 
this tremendous loss of their markets. And my position is that this 
franchise agreement has made it possible for GM and Ford, u 1 pal 


icular, to put cars on the market in such a way that the independents 
ave lost ont, not only as to their share of the market, but also as to 
he number of dealers. They have had heavy dealer losses. 
I might add, also, the point I will mention later on, that this fran- 
hise agreement also permits the char eing of phantom freight. 
Senator O’Mauonry. Putting it into a single sentence, I think what 
ou are Say ing is that the factories give the orders and the dealers take 


he losses. 

Mr. Hewrrr. Yes, sir, and I will try to develop that point as my 

statement goes on. 

Senator O’Manoney. All right. 

Mr. McHueu. You are saying that these are consequences of the 
ranchise system which produce greater benefits or advantages to the 
ge producer than to the independent producer. 

Mr. Hewrrr. I will put it this way: It enables a concern with the 
conomic power to do so to put cars on the market so that the net effect 

vill be to destroy the competition offered by less powerful competitors 

it the manuf: wcturing level without any real economic rationale, or 
why that efiect is taking p — 

My position is that it may or may not have anything to do with ef- 
iciency. It isthe power that © ered yy virtue of this franchise device. 

Mr. McHven. Do you want to continue with your statement / 

Mr. Hewrrr. Yes, sir. 

Three, automobile dealer franchise agreements are drawn like con- 
racts and are treated like contracts by the courts. They are in fact 
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very different from ordinary business contracts. The major differ 
ences are: 

(a) They are unilaterally drawn by the manufacturers and are 
clearly designed to give maximum legal and economic protection to 
the manufacturers’ interests. Dealers are not given any substantial 
legal rights. As the Seventh Circuit Court of Appeals said in Buggs v. 
Ford Motor Co. (113 F. 2d 618 (1940) ): 

An examination of its terms, which are many, indicates that it was dictated 
by the manufacturer at Detroit with the avowed purpose of protecting the man 
ufacturer to the utmost and granting, if any, few rights to, and the smallest 
possible protection of, the agent. 

Senator O’Manoney. Did the court use the word “agent”? 

Mr. Hewirr. Yes; they do use the word “agent” and that is one of 
the amazing points that I develop in this study, Senator, the fact 
that automobile dealers started off originally as “agents,” and they 
sued manufacturers and were able to win a few lawsuits because the 
agency relationship involves mutual trust and confidence. 

Senator O’Manoney. And responsibility on the part of the prin 
cipal. 

Mr. Hewirr. So about 1910 all of the manufacturers shifted and 
said, “This is not an agent. This is not an agency. 

All modern franchises state that the dealer is not our agent, although 
in fact, as I will point out from other quotes, all of the controls that 
characterize the agency relationship are there. 

You see, the point that I try to develop in my study is that the 
courts have read the franchise, which is unilaterally promulgated. 
There is no bargaining about it whatsoever. They have read the 
franchise and assumed that because the franchise states that the dealer 
is not an agent that, in fact, he must be an independent vendee. The 
irony of it is that by assuming a dealer is independent and thus that 
there are no duties, mutual duties, between these ih parties, the 
courts have virtually assured the fact that he will be a vassal of the 
manufacturer by mi iking the assumption he is inaigrendienit and deals 
at arm’s length. Since he has no legal remedies whatsoever, no duties 
are involved between the two parties—they read the franchise and 
believe that—it is virtually assured that he will have to do every- 
thing the manufacturer says. 

Senator O’Manonry. You say it is virtually assured ? 

Mr. Hewrrr. Well, I will put it this way, as I will try to develop 
as I go on: Iam sure that many dealers have consulted counsel in the 
past ‘about the possibility of suing a manufacturer, because of cer- 
tain actions. And I am also sure that, at least since the 1930’s, that 
the vast majority of those counsels would take the cases that have been 
decided on this document and would reach the conclusion on the basis 
of those cases, that the dealer has no legal rights, and would advise 
him so if he were an honest, competent counsel. 

I know of one instance of an attorney in Indiana who did advise the 
dealer to that effect, that on the basis of the precedent, there could be 
no recovery under this franchise. 

Senator Witey. What was the issue there? You are talking about 
generalities. You say there was no legal right. What was the issue 
involved between the dealer and the company in that particular case / 
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Mr. Hewirr. It happened in that particular situation, as I under- 
stand it, the dealer stated that the manufacturer counseled him in bad 
faith, or his feeling was that the manufacturer had counseled him in 
bad faith. 

Senator Wiley. Could the dealer cancel any time he wanted to? 

Mr. Hewitt. Yes. 

Senator Witry. Did he agree in the original case that it was a case 
here each could cancel when they wanted ‘ 

Mr. Hewirr. Yes; he did agree. 

Senator WiLey. That was due to the contract then. If that is the 
ase, you want to make one so he cannot cancel and the other so he can 

incel. 

Mr. Hewrrr. I do not, sir. I do not at all. 

Senator Witey. What is the point that you are making as to i 
quitable conduct ? 

Mr. Hewirr. Well, here is the point that I am making, Senator. 
[f I enter into a contract with you whereby by virtue of this contract 
| deliberately fix it so that, as the courts have said, it is nothing but 
i “yes” agreement, but because of the economics of the situation, the 
fact that you have a substantial investment, specified investment, 
ommitted to me, I know that I can control what you do, the net effect 
of it is that it gives me control over what you do without having any 
legal responsibility for how I control you. And I submit to you, 
Senator, that it is contrary to the basic principles of American law 
that any man should exercise control over another person without in 
ome way being legally accountable. 

This franchise agreement is in effect a license for control without 

ibility. 

Senator Witey. Well, in the first place, it is an agreement, is it not? 

Mr. Hewrrr. Yes, sir. 

Senator WiLEy. Two minds have to meet ? 

Mr. Hewirr. Yes, sir. 

Senator Witry. Now, they meet on terms because one fellow has 
sot something he wants to sell and the other fellow wants to handle 

hat, and they make the terms. 

I do not know enough about this agreement. Yesterday I asked for 
particulars, and I hope they will be ‘forthe oming, in criticism of each 
izreement. But let us also understand we are talking about free 
enterprise, about people who agreed to do certain things, and it in- 
volves the question, fae what you have said, that each party can 
cancel any time he wants to cancel. 

Mr. Hewrrr. Yes. Sir. 

Senator Witey. The dealer, as well as the manufacturer ? 

Mr. Hewirr. That is right. 

Senator Wirry. If they « can agree on some other terms, well and 
vood; and that is the thing we want to educate them to, to get. to the 
point where you say they can be more equitably or more Christian 
n their conduct. But, after all, the courts have interpreted this. 
\re we to take the function of the court or what is your point of 
irgument ? 

Mr. Hewitt. May I make a suggestion to Senator Wiley? 

Senator, the argument that I am making, I will have to develop. 
| have tried to develop it in this statement, and I believe if you will be 
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patient, sir, and let me get through the statement, that we can dis 
cuss the specific points you ask. 


Now, if you want me to comment on your proposition basically, 

| understood what you said, you stated that this was a contract. and 
that they had agreed to it. 

Senator WiLtry. An agreement I called it. 

Mr. Hewirr. Yes. 

Well, first of all, if you did not say—— 

Senator O’Manonry. May I say, Mr. Hewitt—— 

Mr. Hewirr. Yes, siz 

Senator O’Manoney (continuing). So that it will clarify the thing 
immediately, - point here is that the courts have held just exac tly 
what you have stated, Senator, that the dealer signed this agreement 

Senator Witey. Voluntarily. 

Senator O’Manonry. Voluntarily. 

Senator Winey. No duress. 

Senator O’Manonry. And he had no case under it. 

Senator Witey. He thought he was handling a first-class article, 
and he wanted it badly, and the competition was keen, so he probably 
agreed to something that held him in a little bit contr ary to what he 
thought he ought to be held to. 

Senator O’Manonry. He wanted to sell the cars made by the 
manufacturer. 

Senator Winery. That is right. 

Senator O’'ManHonery. Now, the « ‘compl: int is that these dealers, hav 
ng invested their own money in the construction of their plants, 
having had to invest their own money or borrowed money—— 

Senator Winey. That is right. 

Senator O’Manoney (continuing). To pay cash for the cars which 
they mus |, are now being forced by factory pressure to take more 

ws than in their judgment their community can absorb, and they 
have no recourse about it. . 

Their complaints are that they are forced by zone managers and 
district managers to take spare parts which they do not need and 
which they do not want, and although in their own communities they 
have the aspect of being free, independent American businessmen. 
as n matter of fact, under this agreement, they are little more than 
agents for the company without any responsibility upon the principal. 
The question before this committee revolves in one respect. about the 
recommendations made in 1939 by the Federal Trade Commission for 
better dealer-factory relationships, which have never been carried out, 
and the charge was made here yesterday by Admiral Bell that the 
conditions which were condemned by the Federal Trade Commissio! 
in its report of 1939 still exist in the industry. 

The burden of this gentleman’s testimony to us is that the Federal! 
Trade Commission position was correct, and we are trying to obtain 
here the evidence of the dealers who are coming here one after another 
to tell what they are compelled to do against their own judgment under 
penalty of loosing the franchise, which was a very valuable fr: re 

Senator Winry. Well, I think you have made a clear statement, 

I understand the evidence heretofore. I just want to ask one question. 

In the interest of all fairness—I have tried lawsuits where t! 
other side has had a chance to do something. Now, if these dealers 
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going to testify, and undoubtedly many of them are going to give 
ie facts as they understand them, have their names been submitted 
to General Motors so that who is going to testify for General Motors 
an, at the sime time, look up the record and see whether or 
statements so made agree with the facts of life? 
After all, we are sitting here now as judges of a very serious 
tuation. 

Senator O’Manonry. Now, Senator, that statement would carry t] 
plication that the committee has not been careful about fair deali 
We have announced from the very beginning that General Motors 
a | have every opportunity it wants. Nobody knows better than 

(;eneral Motors the names of the agents 

Senator Wirry. Who are going to testify? 

Senator O’Manonry. Who have been eanceled. 

Now, whether we have had the complete list of witnesses vet that 
\ADA wants to present, I would have to ask Mr. Burns. I know 

» have some of them. 

I know this matter was of such importance that the United States 
News & World Report, in its issue of November 25, gave three pages 
to the story of the complaints of dealers, and one of the charges that 
the dealers bring is that they are under such pressure that they fear 
reprisals, and they have alre: acy submitted here letters indicating how 

ese repr isals are taken 


not the 


All that the Chair wants to do is to proceed in a completely fair 
anner. General Motors will have all the time it needs to respond 
o these charges, and 
Senator Witey. That is wonderful: that is all 1 want to know. 
Senator O’Manoney. Of course, you, knowing me, know that. 
Senator Witry. I repeat, it is nothing to me except that there is 
public interest here way above the interest of the dealers and Gen 

eral Motors both, and that is that we maintain fundamental law, that 
ve do not go off halfcocked because certain interests are injured. 
There are a lot of others injured. My farmers back in my State are 
njured. 

Senator O’Manoney. You bet they are. 

Senator Witry. You did not answer my question. Have the people 

io are going to testify, have their names been submitted to General 

Motors so they ean check up their records as to whether or not the facts 

e stated have been what the facts are? If that is done, that is all I 
want to know. If that has not been done, we will be dilly-dallvying 
for months, and we will keep up in the public’s mind a condition that 
s less important than the safety of the country. 

Senator O’Manonry. Again I say you have given the wrong im- 
ression, Senator. We will not be dilly-d: allying for months, because 

| will do my utmost to push this hearing through to a conclusion 
before the middle of December so that we may have a report. 

Senator Wiiry. Have the names been submitted ¢ 
Senator O’Manonry. Mr. Burns, what about the names 
tnesses ¢ 
Mr. Burns. Senator 
Senator WILFY. The dealers, so they would have to check the re 
rds on them. 

Senator O’Manonery. Counsel is answering. 


of om 
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Mr. Burns. Senator, we have looked through the General Mot: 
fileson dealers. They have them all available in Detroit. 

[ would have, if I could, told them in advance the names of the wit 
nesses. Lut I obtained the very definite impression from the witness 
that they feared to testify, even witnesses who have been canceled, bi 
who hoped to get franchises from competing dealers and manufact 
ers. They indicated a fear to testify if their names were known. 

We felt the only way that we could get testimony before this co: 
mittee would be to withhold the names of the witnesses until the Vv 
been given an opportunity to testify. 

Senator Witey. Then that just indicates clearly to me that we wi 
not be through by the 15th of December. If we are going to have th 
testimony, they will have to take time to check their own records o 
each individual case, find out what the facts were from their angle 

| have tried many a lawsuit, and I realize this is the unpopular sid 
but, we are going to proceed according to what I consider to be thy 
American way "4 doing things as long as I am on the committee. 

That is why I say they should be notified as to the names of th: 
witnesses, and we can get through by the 15th of December. 

Senator OManonry. We will get ‘aa and if General Motors 
does not have time to investigate them, we will keep General Motors 
and the other manufacturers and the dealers all on the griddle until 
the story is told. 

Senator Winey. Then, you see, my dilly-dallying remark is prove: 
right here by that statement, and I do not want it. I have got some 
thing else to do, and so have you, the beginning of the year. It may 
be politically popular, but, after all, the question is let us get the facts 
and the truth in each individual case to see whether there are any 
justifications for what General Motors has done, If it has not, then 
let the facts prove what the situation is. That is all I want. 

Senator O’Manonry. Senator, let us get the facts in the record 

Senator Witry. Are you going to give them the names? 

Mr. Burns. Yes, Senator. 

Senator Wiiry. Give them the names today so they can go back to 
Detroit and get their records and come back for hearing. 

[ understand they were set down for Friday, someone said yesterday 

Senator O’Manonry. I am not ready to say we will give the names 
today. 

Senator Witry. Of the witnesses that are going— 

Senator O’Manonry. No indeed. I would not give them that today 
because I do not want to give General Motors the opportunity to bring 
reprisals before these gentlemen testify. 

Senator Witey. Well, there again you are assuming that General 
Motors is going to do it. 

Senator O’Manoney. I am assuming only what the dealers tell us, 
what the record shows in many cases that have been presented to us 
and which are available to you, Senator Wiley, if you will be good 
enough to look over the record which the staff has. We have en- 
de: oo to be perfectly fair about this. 

And again I must say for the record that at the very beginning of 
this heat ing when Mr. Hogan, vice president and general ‘counsel of 
General Motors, was sitting at the table with one of the Genera 
Motors witnesses, I made some comment about the losses dealers were 


Wt 
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alleging they were suffering because of the orders and pressures that 
were coming tothem. It was at that time that Mr. Hogan uttered his 
classic remark about the dealers with fat profits pleading poverty with 
a ham under their arm. 

Then I said to him, “Mr. Hogan, if you will give me the assurance 
that no reprisals will be brought upon these dealers, I will subpena 
existing dealers to come here and testify.” 

And there wasn’t a word in response. 

When General Motors is ready to say there will be no reprisals, 
we will be ready to give the names of the witnesses. 

Senator Witty. Well, 1 don’t know whether you will or not. I 
think I had better have a meeting of the committee and find out 
whether we are living someplace where a committee chairman can 
dictate as to the fz sirness of dealing. 

Now, these men that are going to testify, as I understand, have al- 
ready severed their connections with General Motors. Now, un- 
doubtedly, there is someplace a record of what the facts were from 
their viewpoint. Thatisall lask. I don’t ask about these others that 
you are talking about. But if you are going to bring witnesses up 
here—and I don’t want to be around here h: undling this thing in Janu- 
ary, I have got other things to do—but we will be, if you are going to 
be fair to the other side of this case, because A comes up and testifies 
one day, they have got to send to Detroit or wherever they keep their 
records and find out what the record is on A, and they have got to be 
pre pared. 

Certainly no one here, no lawyer representing the company, that 
hasn’t seen the record in an individual case, knows anything about it 
any more than you and I would in trying the case. 

Senator G’Manonry. All I can say, Senator, is that you are the first 
one to raise this question. It is not being raised by General Motors, it 
has not been raised by Mr. Curtice, it has not been raised by General 
Counsel Hogan. 

If any one of them is willing now to appear and raise this question 
which you have raised, we will be very glad to call an executive meet- 
ing of the committee and determine what the procedure will be. 

Senator Wirtry. Well, I am very happy to have that record 
straight, because I don’t know but that someone had assumed that 
someone else had been speaking to me and asked me to do this. 

Sir, I have tried a good many lawsuits in my life—I don’t say this 
boastingly, but I have tried a great many, and I know you have tried 
some, too—and because this is a very popul: ir issue, and a political year 
up ahead, let’s not lose commonsense in procedure. 

Senator O’Manoney. Does the Senator mean to imply that I am 
conducting this as a political issue? Now does he? 

Senator Winery. Will you answer the first question? Will you sub- 
mit the names that I asked you for? 

Senator O’Manonry. I have already answered that. The Senator 
has made a new charge. And now, let the record be straight. 

[ was appointed a member of this subcommittee without solicitation 
upon my part. The chairman of the Judiciary Committee, Senator 
Kilgore, of West Virginia, as a member of the Appropriations Com 
mittee found it necessary to make a trip to Europe. He appointed 
me acting chairman and asked me to do the job. And I have been a 
Ci aptive member of this committee ever since. 
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I have been Sitting here doing the work of the committee. And I] 
ive been doing it because it was my duty as a member of the Judiciary 
(‘ommiittee and a Member of the Senate, not because I was seeking an\ 
political advantage. I know, of course, that the president of General] 
Motors claims to be a supporter of the present administration, but he 
has that right. But merely because I happen to belong to the Demo- 
Party does not mean that I am presiding over this hearing for 
fhe purpose of advancing the cause of the Democratic Party to whic] 
I belong. Iam seeking solely to lay be fore the people of the country 
md the members of this committee and of the Senate the basic eco 
ome facts which relate to the conduct of the greatest manufacturing 
business in all the world. 

\nd I say to the Senator from Wisconsin, who has been very mucl 
terested in the turmoil that spreads over the world, who has done 
very valuable work on the F re ivn Relations Committee—I say to you, 
sir, that unless you preserve the American way of life in the conduct of 
pasinens within the United States, you will find it difficult to win the 
peoples of Asia and of Europe away from Soviet Russia, which is con 
ducting a continuous cold war against us—and nobody knows that 
better than you. 

Senator Winey. Well, I am sorry if the Senator is so sensitive on 
certain subjects. But he is a realist, and he proceeds along realistic 


lines. 


As far as the American way of life is concerned, I think we are 
both interested in preserving it. And we also feel, as far as [ am con- 
cerned, that there ave just two issues here. The question is whether 
or not, as was suggested yesterday, the finance company of General 
Motors was danas ia that were improper under the circumstances. 
\nd the question is: What is the remedy? The question is now, you 
are going to try to show that General Motors itself has been using 

sseatebie methods under an agreement where two American inter 
ests got together, and we want to see whether or not we can grant, as 
a legislative body, any relief for one of those parties that has claimed 
it has been treated inequitably. ‘Those are the two issues, as I see them 
here. 

Therefore, if we are going to determine them, we have got to deter 
mine them on the facts. I say again that in all common decency the 
witnesses who have severed their interests with General Motors, let 
General Motors have their names 2 or 3 days ahead so they can get 
their records and find out what their stories are. They may admit 
everything that the witnesses say, or they may have some other facts 
that the public is entitled to have. But, of course, you are reaching 
the conscience of the public first with a lot of facts that might be a 
little bit oeiet After all, someone that has had his contract 
severed has a reason to be prejudiced. But we are interested in the 
public reaction from the standpoint of what is the truth. That is my 
own position. 

Now, if I have intimated to you, my dear friend—and you and | 
have been friends—that there is anything wrong with you, I hope you 
willadmit as much with me, 

Senator O’'Manoney. | just want if understood, sir, that cern 

cast reflections upon the sincerity of my conduct as a Member ¢ 

‘Senate. Ihave never played my course by any political st: soa. 
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Senator Winery. | don’t question your sincerity. I haven’t ques 
tioned your integrity. As one Senator said once, the human mind is a 
queer contraption at times. 
~ Senator O’Manoney. I | 

Proceed, Sj 


Mr. Burns. May | Say for Senator Wiley ’s benefit that we had 
irranged the order of witnesses in such a way that Mr. Hogan would 
have ample time. We will conclude with these witnesses tomorrow, 
Phursday, and the General Motors executive who will be asked ques 
tions about these witnesses will not be called until next Wednesday 
so that will give them almost a week. And they already have the files; 
t is just a question of knowing which ones they are. 

Senator Winey. You mean, they have the names of the witnesses 4 

Mr. Burns. They have all the files, which include the names of th 
witnesses. 

Senator Winry. Well, if they know the witnesses who are going to 
be called, that is all I have asked. That should have been said in the 
tirst place. Apparently, the chairman didn’t know that. 

Mr. Burns. They have 115 files 
nany witnesses we would call. 

Senator Winey. That doesn’t help them any. 
vhich witnesses will be called i 
files. I think that is only fair. 

Senator O'Manonry. The schedule of the committee is so arranged 
that they will have that time. 

Senator Wirey. If I had had that in the first instance, just think 

fall the time we could have saved. 

Senator O’'Manonry. Proceed. 

Mr. Hewirr. Senator Wiley, 
to vou, sir. 


ve observed that. 


. and we didn’t know exactly how 


If vou will tell them 
n ample time, then they can get their 


[ would like to make one point clear 
I am not here to testify as to particular acts of abuse. 
| am here to testify against a svstem which I believe is wrong, which 


| a lieve is wrong whether it is being used benevole ntly at the moment 
‘not. 


” Senin Witry. Have vou got a remedy ¢ 
Mr. Hewrrr. I have some suggestions; sir 
Senator O’Manonery. Proceed, si 

Mr. Hewrrr. With your seaeehaciett, SI 
title 3, where we were a while ago. 

Automobile dealer franchises are drawn like contracts and are 
treated like contracts by the courts. They are very different from 
ordinary business contracts. Some of the major respects in which 
franchises are different may be listed as follows: They are unilaterally 
drawn by the manufacturer and designed to give maximum legal 
pe: economic protection to the manufacturer’s interest. 

not given any substi intial legal rights. 

a the Seventh Circuit Court of Appeals said in Buggs v. Ford 
Votor Company, an examination of its terms, which are many, indi- 
cate that it was dictated by the manufacturer at Detroit with the 
avowed: purpose of protecting the manufacturer to the utmost and 
cranting, if any, a few rights to, and the smallest possible protection 
of, the agent. 

They do not represent the free will of both parties as to ordinary 
contracts. At any given time a majority of 


, Sir. 


r, | would like to start with 


The dealers 


dealers are already 
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economically committed to one manufacturer. These dealers have no 
practical choice but accept any terms that the manufacturers impose. 

Senator O’Manonry. When you say “are economically committed,” 
what do you mean? 

Mr. Hewrrr. I mean by that, sir, that in order to obtain a franchise 
or in order to keep your franchise, under its terms you must maintain 
the investment, both as to type and kind that the manufacturer re- 
quires, so that you have this specialized, fixed investment in your 
enterprise. You are tied to one manufacturer, if you lose one of your 
franchise contracts. 

Senator O’Manonry. What you mean is that the dealer has put up 
his own cash, his own investment. He has put up his capital to run 
what he thinks is his own business. 

Mr. Hewirr. And he stands to risk a substantial loss if he loses his 
franchise. Therefore, he has no choice but to accept any terms the 
manufacturer imposes, just as in 1946 or 1947 General Motors tooks 
away the indefinite franchise from General Motors dealers and gave 
them a l-vear contract. A great many of the General Motors dealers 
objected to the 1-year contract, but they had no choice but to accept it, 
because they are economically committed once they invest. 

Senator Winey. Is that what they all have now? 

Mr. Hewrrr. All of the manufacturers? 

Senator Witey. No, all of the dealers. 

Mr. Hewirr. All General Motors dealers now operate on a 1 year 
contract. They are out of business every year, once. They have to 
go to their zone official to get renewal, that ‘their contract be renewed. 

Senator Witry. What is the provision as to renewal? 

Mr. Hrwrrt. There is no provision as to renewal. The contracts 
expires automatically without notice or anything, by either party at 
the end of 1 year, plus the fact that it can be ‘anceled on 90 days 
notice, if the manufacturer becomes dissatisfied. 

Incidentally, Senator, I will take up the particular features of the 
franchise at a later part of my statement. 

Senator O’Manoxry. Do you know whether or not the State of 
Wisconsin adopted a law which was designed to protect the dealer in 
a situation of this kind? 

Mr. Hewrrr. Senator, it is my understanding that a total of 19 
States have enacted legislation aimed in this direction, and the State 
of Wisconsin recently upheld a part of its statute. 

Senator O’Matonry. The supreme court of the State of Wis- 
consin—— 

Mr. Hewirt. Yes sir. 

Senator O’Manionry. Ruled in favor of the dealer and against the 
Ford Motor Co. which was trying to overcome the law. 

Mr. Hewirr. Yes, sir. 

Senator O’Manonry. Which was designed to protect the dealer. 

Mr. Hewitt. Yes, sir. 

Senator Witey. Do you know what they specifically held? That 
is a generality. Do you know what the court specifically held? 

Senator O’Manonry. I will furnish you the decision. 

Senator Witry. Why, sure, I know what it is. I mentioned it 
yesterday. But I want to now because when you say that the court 


upheld this or did that, it is well to get into the record just what they 
did hold. 
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Mr. Hewirr. Do you mean, sir, have I studied the case? 

Senator Winey. Yes. 

Mr. Hewirr. No, sir, I have not. The case is not out. All I have 
een on it isa news release on it, but perhaps 

Senator O’Manonry. Do not blame the witness for what I did. 
Let the witness—— 

Senator Witry. I could not afford to blame you again. 

Mr. Hewrrr. Senator Wiley, I will take the blame for the fact that 
i do not have that case. It is because it is not printed as yet. It has 
ot been released, 

Senator Witry. The advance sheets are out. 

Mr. Hewirr. On the case? 

Senator Witry. Yes. 

Mr. Hewrrr. Well, I have not seen them. I must plead ignorance. 

Senator Witry. It might be well to get it into the record at this 
int, if you have it, sir. 

Senator O’Manonry. We shall. 

Senator Wier. All right. 

Senator O’Mantonry. Proceed. 

Mir. Hewirr (reading) : 

\s matters stand, some 15,000 dealers are graciously allowed to continue 

‘ir business of purchasing and selling General Motors cars in return for their 

ivish obedience to the command of the appellants (U. S. v. GMC, 121 F. 2d 376 
7th Cir. 1941). 

Senator Witry. Do you think that is a fair statement? Is it not 

ue that some dealers might be at fault, and justifiably should have 

r franchises taken away from them ? 

Mr. Hewrrr. I cert: ainly agree with you 100 percent, sir. 

Senator Witey. Is it not to the advantage of the plant itself, if it 

s good dealers, to keep them functioning and selling cars ? 

Mr. Hewirr. I agree with that completely, Senator. 

Senator Wiiry. Yes. 

Chen, there is no slavishness about it. 

Mr. Hewrrr. I did not make that statement. I did not make that 
statement, Senator. It is quoted from a circuit court of appeals 
ise, 

Senator Witry. Well, no matter if it was quoted. 

Mr. Hewrrr. To proceed reading: 

¢) Franchises are not designed to create legal rights based on reasonable 
xpectations as are most private contracts. The primary purpose is not to 

mmit a part of the future freedom of both parties but to give one party [the 
anufacturer] substantial economic control over their dealers without the manu- 
facturer being in any way legally accountable for the exercise of that control. 

Quoting again from another case: 

It is noteworthy that the dealer is not an agent of Ford Motor Co., and that 
the company assumes no responsibility for his obligations; but, on the other 


ind, the company in actual practice maintains a very definite control over the 
management of his business. 

* * * while th ecompany does not maintain within the State an agent with 
power to bind it by contract, nevertheless the actual supervision and control 
‘xercised by it through its traveling representative is almost as complete as if 

e dealers were its agents in all respects. The privilege of handling Ford 
args and other products is evidently valuable, and, since the company may 
vithdraw it at any time, it is not difficult to prevail upon the dealer to comply 
with the company’s demands (LaPorte Heinekamp Company v. Ford, 24 F. 2d 
“61 (1928) ). 
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Senator Witry. That is not only true in dealing with automobiles 
but in dealing with anything else. If it is valuable, you would lk 
to comply with the fellow who makes things worthwhile for you. 

Mr. Hewrrr. Sir, I submit to you that there is a slight differenc 
n the case of automobile dealers. 

In the case of the average appliance manufacturer, for example, he 
has alternative sources of supply to turn to. If he is canceled as a 
practical matter, there are numerous manufacturers, plus the fact that 
his investment is not as specialized as dealers are specialized in the 
automobile industry. 

As a practical matter, a dealer in the automobile industry, once 
he has committed a substantial investment to one make, his choice is 
usually the choice of either doing what they say or in getting out of 
the automobile business, as a franchise business. 

Senator Witey. Has he not any appeal ? 

Mr. Hewrirr. Well, he has. Are you asking me in relation to what 
company, sir 4 

Senator Witey. General Motors, which we are talking about. 

Mr. Hewirr. He has an appeal to General Motors but my simple 
position is, sir, that we need an unbiased, we need—this is a situation 
where one man is controlling another party and another man’s eco- 
nomic future. This is a situation where the courts ought to have a 
chance to pass on the merits of the dealer’s argument r: ather than have 
it go to the manufacturer as summary judgment as cases have done 
almost without exception since 1933. 

Senator Witry. Your point is that the dealer, if I get it right, 
should have an indeterminable contract, that the manufacturer should 
grant him really into the second and third generation a right to carry 
on, unless if it can be shown, according to some court, that there is 
justification for severing that relationship. 

Mr. Hewrrr. No,sir. Iam not claiming that anybody in the Amer- 
ican economy is entitled to a guaranteed return or guaranteed tenure. 
What I am arguing is that dealers, just as other American citizens, 
should have their day in court. 

Senator Witry. You have not heard of the guaranteed minimum 
wage. 

Senator O’Manoney. He is not arguing about that here. 

Mr. Hewrirr. No. 

Senator Wirey. Hesaid he has not heard of it. 

Senator O’Manonrey. No, he said he was not arguing for a guaran- 
teed contract. 

Mr. Hewirr. Iam certainly not supporting that. 

Senator Wirry. He can take care of himself. He is very competent. 

Mr. Hewirr. Thank you, Senator. I appreciate that. 

Senator Witry. But you do agree there is an appeal but now you 
claim the appeal board should be someone else except the one that is 
set up. 

Mr. Hewrrr. My point is this, Senator Wiley: Under the franchise 
system, it is in effect a device which usurps the jurisdiction of our 
court, to hear cases where people have suffered substantial economic 
losses at the request and under the direction of other people. 

And I think that automobile dealers should have a contract that 
will give them a chance to be heard before someone other than the 
internal management of General Motors. 
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Senator Witry. I think you make your point. 

Mr. Hewirr. All right, sir. 

Senator Winey. In other words, another appeal to an outside board 
ya court. 

Mr. Hewrrr. That is right. 

In the early days of the industry the courts implied obligations of 
fair performance on the part of manufacturers. Dealers who were 
infairly or arbitrarily treated were able to win lawsuits. (See Ran- 
Jall v. Peerless Motor Car Company, 189 Mass. 395. 75 N. E. 695 
(1905); Zsbell v. Anderson Carriage Co., 170 Mich. 304, 136 N. W. 
157; Dildine v. Ford Motor Co., 159 Mo. App. 410, 140 S. W. 7 

1911).) 

By about 1910 the manufacturers began to draw the frane ‘hises SO 
is to make their legal position invulnerable from dealer attack. The 
manufacturers included provisions designed to exempt themselves 
from all lability to dealers for nonperformance. 

They included clauses which stipulated their dealers were not 
their agents. They included cancellation without cause provisions 
which were so worded that the manufacturers could cancel on short 
notice without incurring legal liability. 

Many specific provisions were included, designed to control every 
phase of dealers’ businesses. Extensive and frequent financial reports 
were required. Dealers were closely regulated as to the level and 
type of their investments and even as to the profits they withdrew. 

The major firms insisted on exclusive representation of their prod- 

ts. According to the 1938 FTC Motor Vehicle Report, “took on 
i competing line” was listed in the major manufacturers’ records as 
the chief cause of dealer cancellations during the 1920's. The 1926 
General Motors franchise for example was made cancellable—that 
should be “on 10 days notice” instead of “without notice,” if the 
dealer took on a competing line. 

Mr. McHvueu. Do you know if the General Motors franchise con- 
tains such a provision at the present time ¢ 

Mr. Hewirr. It does not. 

Mr. McHuen. Do you know when that provision was removed ? 

Mr. Hewrrr. It was dropped from the franchise sometime in the 
thirties. I would have to go home and get out my old franchise 
ontracts to pinpoint the year, but it was dropped sometime in the 
thirties. 

I have a quotation here from Motor Vehicle Report in which they 
state that it was the policy, at least through 1933, of General Motors 
to insist on exclusive representation in the vast majority of cases. 

Senator Witry. You think that in the matter of American public 
policy there is anything wrong with that feature of exclusive repre- 
sentation? I would like to get your reaction to it. 

Mr. Hewrrr. Here is the point, Senator: As I understand, this 
committee wanted me to comment whether General Motors has used 
this franchise power that they have to accomplish acts which are 
monopolistic. 

In 1948, it is my understanding that due to some statements made 
by the then Attorney General, Howard MeGrath, the manufacturers 
who had not dropped it prior to that time took’ out clauses which 
required exclusive representation from their dealers. That was 
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McGrath, it is my understanding. They have had some recent State: 
to so hold, that there are antitrust ramifications, where a dominant 
seller requires that its dealers only handle its products. The Standard 
Oil of New Jersey case, 1949, of course, I think is probably thi 
landmark case on that. 

[ am wie pointing out—I am not passing on the merits of it—! 
am only pointing out that the record shows that General Motors used 
this franchise power to see to it that their dealers did not take on othe: 
products even if they wanted to. 

Furthermore, I have a statement here which I would like to read to 
you, which is taken from the minutes of the general sales council of 
General Motors. 

Senator O’Manoney. Identify it a little more clearly. 

Mr. Hewirr. It is from the Federal Trade Commission motor vehicl 
report. Do you need the document number? 

Sen: itor O’Manoney. Yes, please put that in. 

Mr. Hewrrr. Pursuant to Joint Resolution 87, 75th Congress. 
have got that cited under Government in that—— 

Senator O’Manonry. We will put the citation in afterward. 

Mr. McHvuen. That is the 1939 Federal Trade Commission report ? 

Mr. Hewirr. Yes, it is. They don’t seem to have it in this particular 
copy. This is the official copy. 

Mr. McHuen. Referred to as the 1939 FTC report in the automobile 
industry ¢ 

Mr. Hewirr. Yes, sir. 

Here is the copy that you can document from. “Report on thi 
Motor Vehicle Industry, House Document No. 468, 76th Congress, 
Ist Session.” 

And Iam reading from that document at page 256: 

Mr. Strong pointed out that there is a place in the field for each General 
Motors car and he suggested as a matter of policy that when a division cannot 
get exclusive representation, that they should work to the end of getting their 
product in with some competitive product with the idea of eventually crowding 
out the competitive line. 

Senator Winry. Does that refer to automobiles or any product? 

Mr. Hewrrr. I would say any product, Senator, because in 1925 and 
1926, the General Motors franchise could be canceled on 10 days’ notice 
if a dealer handled any competing product. 

Senator Witry. Of course, I don’t know myself what products they 
make except automobiles and trucks, do they ? 

Mr. Hewrrr. They make General Motors products, sir. 

Senator Witry. Yes, it shows my ignorance. 

Mr. Hewrrr. I will have to show my ignorance. I couldn’t possibly 
begin to list all of the products that General Motors manufactures. 

Mr. McHven. Did the exclusive provision that was once contained 
in the franchise relate also to parts and accessories of General Motors? 

Mr. Hewrrr. Let me read that provision, if I may. 

Senator O’Manonry. Before you answer the question, I want to 
insert in the record so that your quotation may be fully understood, 
the entire portion of the F ederal Trade Commission report dealing 
with the testimony of Mr. Strong beginning on page 256 with the 
paragraph: 


The history of the corporation’s policy regarding the handling of other 
manufacturers’ lines by dealers selling General Motors makes, from 1925 to 
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1933, is shown in the following extracts from General Motors’ general sales 
committee meeting minutes— 


and then follows the material, going down the page to the end of the 
paragraph quoting Mr. Strong. 
~ Senator Witey. May I ask again, Mr. Chairman, who was Mr. 
Strong ¢ 

Senator O’Manonry. Mr. Strong—— 

Mr. Hewrrr. He is, Senator, if | may answer—he was a member of 
the General Motors sales committee, apparently. These are from the 

nutes of the General Motors sales committee held May 4, 1925. 

Senator Witey. What is his full name? 

Mr. Hewirr. It does not give it that I can see. 

Senator O’Mauonery. This, of course, was an exhibit gathered by 
he Federal Trade Conunission in its investigation. 

(The portion previously referred to follows:) 


Che history of the corporation’s policy regarding the handling of other manu- 
acturers’ lines by dealers selling General Motors’ makes, from 1925 to 1933, is 
shown in the following extracts from General Motors’ general sales committee 

eeting minutes: 

In the account of a meeting held May 4, 1925, the following appeared : 

‘1. The fact is well recognized that there is inherent advantage in exclusive 
lealer representation. Therefore, at all places where volume of business is 
btainable and other circumstances permit, the condition of exclusive repre- 
entation should be insisted upon by each division. 

2. In the smaller centers where exclusive representation is impracticable or 
neconomic, it is necessary to have dual representation. In all such cases it is 
esirable to effect dual representation by coupling up the product of two or more 
General Motors divisions, rather than with competitive manufacturers. 

‘With this in view, it was agreed that it would be advisable for the sales 

anagers to have meetings at regular intervals for the purpose of general 
liscussion of localities requiring representation, to decide which division should 
e afforded the opportunity of soliciting the account of a dealer already repre- 
enting one of the divisions.” 

The policy of giving a General Motors dealership to a dealer handling a com- 

ting line, with the eventual purpose of crowding out the competing line, was 
lvocated at a meeting September 9, 1925, as follows: 

“Mr. Strong pointed out that there is a place in the field for each General 
Motors car, and he suggested as a matter of policy that when a division cannot 
get exclusive represertation that they should work to the end of getting their 
product in with some competitive product, with the idea of eventually crowding 
ut the competitive line.” 

This policy was again advocated at a meeting on December 1, 1926. The suc- 
cess of such tactics by the Buick division was pointed out, as were other prin- 

ples of distribution which had been followed by this division. The minutes of 
this meeting stated: 

“Mr. Grant stated that the caliber of the average dealer was not sufficiently 
broad to permit of his successfully handling more than one line of cars. The 
iverage dealer, it was held, could not successfully serve two masters. 

“Mr. Grant: ‘There are, of course, certain places in the United States where 
the market is so thin that the dealer must have more than one line in order to 
vet the volume, but in the main, the interests of the corporation are better served 
hrough exclusive representation. 

“*Each of our divisions should build up their own direct representation as far 
as possible, putting their lines in with competitive dealers if necessary, with a 
view of crowding the competitor out as time goes on.’ 

“Mr. Strong stated that in building up the Buick field organization they had 
placed the Buick in with competitive cars and had later been successful in getting 
the dealer to throw out the competitive product. Mr. Strong outlined the course 
of development that Buick had undergone. In the early days of the industry, 
they would go into a strategic point, get a strong dealer, give him a large terri- 
tory, and appoint subdealers under him. Then, after the business had been 
built up in that territory, a number of these subdealers would be changed into 
direct dealers.” 
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Senator O’Manoney. Proceed. 

Mr. Hewrrr. 1 would like to quote, if I may, from the 1926 General 
Motors Chevrolet franchise. This is— 
that should at any time any question arise that threatens to interfere with their 
mutually satisfactory business relationship, seller will not cancel this agreement 
except on 30 days’ notice; with the further provision that the only exception to 
the foregoing will be in the case of the dealer not handling Chevrolet products 
exclusively, in which case this contract may be canceled on 10 days’ notice by 
registered mail. 

Senator WiLry. 19297 

Mr. Hewirr. 1926, sir 

Senator WILEY. 1926? 

Mr. Hewrrr. Yes, sir 

Senator Witty. Does the present agreement contain that ? 

Mr. Hewirr. No, sir. General Motors has done a great deal to 
eliminate clauses of that type. 

I can make this statement though, Senator Wiley, if I may be per 
mitted to do so. In section 27 (2) (f), page 23, of the 1947 General 
Motors franchise agreement—I am just stating the substance— 
General Motors liberalized their franchise in many respects after the 
Federal Trade Commission investigation, which so vigorously and, 
in fact, made some liberalizing features before—one of these was that 
they would make a partial payment on any premises or leased estab- 
lishment that a canceled dealer had if he was canceled or terminated. 

Senator Wier. Is that inthe contract now ? 

Mr. Hewrrr. That is in the contract now, sir. But this particular 
part that I am quoting from the 1947 contract is not in the contract 
now. 

Senator Witry. Have we got the full contracts in the minutes, Mr. 
Chairman ? 

Senator O’Manoney. Not yet. 

Mr. McHueéu. No; we donot have it yet. 

Mr. Hewirr. Lam going over the features in my statement. 

Senator Winey. Wonderful. 

Mr. Hewirr. All right, sir. 

This particular one provides that General Motors will make pay- 
ments on lease obligations or on some partial payments on owned 
premises. It says: 

However, we will make no payments on termination if the premises or any 
part thereof used by the dealer in performance hereof are also used in the sales 
or servicing of any other make of motor-vehicle chassis. 

Senator Witrey. Motor vehicle. 

Mr. Hewrrr. Now, my construction of that clause is that General 
Motors in the 1947 agreement would not make payments on termina- 
tion to a dealer who had competing lines. 

Senator Witry. Motors? 

Mr. Hewrrr. Sir? 

Senator Witry. In motors? 

Mr. Hewirr. Cars. 

Senator WiLtry. Yes; competing lines in cars. 

Mr. Hewitt. Yes, sir. 

Senator Winey. Sure. 

Mr. McHucu. Do you state, Mr. Hewitt, that that provision has 
since been removed from the franchise agreement ? 
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Mr. Hewrrr. Yes, sir. 

Mr. McHven. Do you know when it was done? 

Mr. Hewirr. No, sir. 

Mr. McHucH. Sometime after 1946? 

Mr. Hewirr. It was done in 1953. Unfortunately I did not bring 
all those contracts with me. 

Senator Wiiry. When he says provision, he means the 1926 pro 
vision has been removed 4 

Mr. Hewirr. No, sir; this 1947. This is 1947, 

Senator Witry. That one is not in now 4 

Mr. Hewirr. That one is not in now. 

Senator WiLtey. What have they vot now ¢ 

Mr. Hewirr. They have a provision, as | read it now, sir—you will 
understand there have been no court cases—I have a law degree but 
1 am not pretending to be an expert on construing these things; it 
would take a Harvard graduate 10 years to figure one out. 

Senator O’Manoney. Now, Jet us not make this an exclusive contract 
for Harvard, please. |[Laughter.| There are other law schools. 

Mr. Hewirr. Yes, sir: including my own. 

Senator Witey. And it is not that complicated, is it ? 

Mr. Hewirr. As I understand the present provision, they will pay 
even though the dealer uses a part for the part that is used for 
General Motors products, you see. Before, if you handled another 
product, they would not pay anything. But now they will pay a part 
to the dawves that it is used for General Motors produc ts as the 5 deter- 
mine it. 

Mr. McHuen. Are there any penalty provisions in the present con- 
tract, Mr. Hewitt, if the dealer engages or uses any other competitive 
produets or lines / 

Mr. Hewrrr. No, sir. As far as I can see, there are not. But here 
is the fact, in my judgment: There are only three basic features of the 
franchise that are important. 

First. of all, the feature that it is a 1-year franchise; secondly, that 
the manufacturer disclaims liability for delivery; and, thirdly, that 
the franchise provides for cancellation on 90 days’ notice. 

All these other features in the franchise, with those features in, are 
unnecessary, because General Motors can see that its dealers give 
exclusive representation, can see that its dealers only handle General 
Motors products, and can see that their dealers patronize GMAC, as 
they did, resulting in the anti-trust conviction in the 1930’s in the 
GMAC ease. 

With those features in the franchise, they can see that their policies 
are carried out. 

Mr. McHuen. Do you know whether General Motors Corp. has 
canceled or failed to renew any franchises because of the fact that 
dealers were dealing in competitive car lines or products? 

Mr. Hewirr. I have no such facts at hand: I do not. T have not 
tried to examine the factual setup, what General Motors has or has 
not done. I am looking at the legal system. 

Senator Wirry. Are you going to speak as to the remedy you think 
is pertinent on that issue, too, I take it ? 

Mr. Hewirr. That is pertinent on the issue of the franchise, the 
exercise of the franchise power ? 
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Senator Winky. Yes, or restricting sales of their commodities that 
they produce ; 

Mr. Hewirr. Well, let us do it this way, Senator: Let me get. al! 
the way through my statement, say what I am going to say, and ther 
if you want to ask specific questions, 1 will do my best to answer them, 
sir. 

Mr. McHwuen. For the purposes of the record, Mr. Hewitt, is it not 
true that the Federal Trade Commission has a cease-and-desist orde: 
against General Motors against compelling their dealers to dea 
exclusively in General Motors parts and accessories ? 

Mr. Hewirr. My understanding—I can correct that—but my under 
standing was in forcing them to buy and handle unwanted parts, 
under threat of cancellation, I did not know that they had threatened 
them on the basis to deal exclusively. 

Now, 1 can read that order in just a moment given by the court. 

Mr. McHvuen. There has been testimony at this ng ing with refer- 
ence to that, and I wanted to mention it because I did not know 
whether or not Senator Wiley was present at the time witnesses 
from the Commission had testified in connection with that order. 

Senator Witry. No; I was not, I am sorry. 

Mr. Hewrrr. I will have to refresh my mind on that now. Here 
is the wording of the course in the case, General Motors Corporatio 
(34 FTC 59, 1942). 

General Motors was specifically ordered— 
to cease and desist from requiring dealers by means of intimidation or coercion 
to purchase or deal in aecessories or supplies sold and distributed by the 
respondents or anyone designated by them; canceling or directly or by implica 
tion threatening the cancellation of any franchise or agreement with dealers 
because of their failure or refusal to purchase or deal in respondent’s acces- 
sories or supplies; canceling or directly or by implication threatening to cancel 
the relationship of any franchise or agreement of any dealer or purchasing 
or dealing in any accessories or supplies not obtained from respondent; shipping 
accessories or supplies without prior orders therefor or canceling or directly 
or by implication threatening the cancellation of any franchise or agreement 


with a dealer because of a failure or refusal to accept accessories or supplies 
shipped without prior order. 


Mr. McHueu. Excuse me, that is the order I was referring to, and 
I believe the full text of that order has already been read and made a 
part of the record. 


Mr. Hewrrr. I see. Excuse me for taking up the committee’s time. 

Mr. McHveu. Do you want to continue, Mr. Hewitt? 

Mr. Hewrrr. All right, sir. 

The extensive Federal Trade Commission report of 1938 condemned 
automobile franchise agreements as unfair and inequitable in 13 spe- 
cific respects. The FTC stated in its findings relative to the franchise 
agreements as follows: 


The Commission finds that motor-vehicle manufacturers, and, by reason of 
their great power, especially General Motors Corp., Chrysler Corp., and Ford 
Motor Co., have been, and still are, imposing on their respective dealers unfair 
and inequitable conditions of trade, by requiring such dealers to accept and 
operate under agreements that inadequately define the rights and obligations 
of the parties and are, moreover, objectionable in respect to defect of mutuality : 
that some dealers in fact report that they have been subjected to rigid inspec- 
tions of premises and accounts, and to arbitrary requirements by their respective 
motor-vehicle manufacturers to accept for resale quantities of motor vehicles 
or other goods, deemed excessive by the dealer, or to make investments in 
operating plants or equipment without adequate guaranty as to term of agree 
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ment of even supply of merchandise; and that adequate provisions are not 
included for an equitable method of liquidation of such investments, sometimes 
made at the insistence of the respective motor-vehicle manufacturer. 

In 1937 the FTC instituted proceedings against GM and GMAC 
de dani to prevent the defendants from coercing their dealers rela- 
tive to accessories, supplies, and similar products made by GM. Four 
vears later, after extended testimony, the defendants were enjoined 
from using threats of cancellation, coercion, or intimidation in these 

latters. 

. In 1938 the Big Three were charged with restraining trade by 
coercing their dealers (with he of cancellation) to use factory- 
ifliliated finance companies. Ford and Chrysler took consent decrees. 

(7M stood trial and was convicted. The United States Supreme Court 
denied certiorari. 

s. In 1949 the Department of Justice (Antitrust Division) sug- 
vested that the manufacturers withdraw franchise terms designed 
O provide : 

(a) Exclusive representation from dealers. 

Incidentally, I want to comment at that point that many of the 

anufacturers had already withdrawn this prior to this time, includ- 

¢ General Motors, as I understand it. 

b) Protected trading territories to dealers. 

ce) And no sales by dealers to unauthorized sources. 

Senator O’Manoney. Which was withdrawn? 

Mr. Hewirr. All were withdrawn after 1949, you see, but some 
of the manufacturers had withdrawn the first one prior to 1949, and 
| believe that a couple had withdrawn the second prior to 1949. 

Senator O’Mauoney. Well, can you give us the names of the com- 

anies, respectively ¢ 

Mr. Hewirr. General Motors in its 1947 franchise still has terri- 
torial security, and antibootlegging; that is (6) and (ce), but they 
lo not have a clause requiring exclusive representation from dealers, 
except the clause which I previously quoted to this committee, which 
provides that if they cancel a dealer, and he is not giving exclusive 
representation, they will not make any payments on his premises. 
They had removed these strict cancellation clauses. 

Senator O’Manonry. But substituted a modified minor cancella- 
tion clause ¢ 

Mr. Hewrrr. And since that time they have substituted one that 
is even more modified. 

Senator O’Manoney. Let us get the whole story: 

Mr. Hewrrr. All right, sir. 

As a practical matter the major manufacturers still get exclusive 
representation for their dealers. Furthermore by means of franchise 
provisions (cancellation provisions and 1-year franchises) the man- 
ufacturers can drop any dealers who fail to give them exclusive rep- 
resentation. Recent court cases appear to hold the manufacturer's 
right to cancel or not renew is absolute even where the manufacturer 
cancels or refuses to renew because the dealer refuses to give exclusive 
representation.' 


‘See Hudson Sales Corp. v. Waldrip (211 F. 2d 268 (5th Cir., 1984) ) 


, and Nelson Radio 
Supply v. Motorola (200 F. 2d (5th Cir., 1952))). 
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[ cite two cases on that. This Nelson case is not an automotive 
franchise case, but it is a franchise very similar to the automobile 
ndustry; and in that case the court held that they had an absolute 
right to cancel there, even though they were canceling because this 
man refused to say he would not take on competing lines. In othe 
words, he refused to give them exclusive representation, and there is a 
very vigorous Law Review article criticizing this case on the theory 
that here is an absolute right to violate the antitrust laws masquerad- 
ing under free contract. 

Mr. McHueu. Mr. Hewitt, in that case was the failure to give ex 
clusive representation the sole reason for cancellation and nonrenewal ? 

Mr. Hewirr. In the Motorola case? 

Mr. McHwuen. In either of the cases you have referred to here. 

Mr. HWewrrr. That was the dealer’s allegation, and the court decided 
the case on that point; that is, the court ruled that assuming that that 
was the reason Hudson, in Hudson v. Waldrip, dropped the dealer, 
because he refused to drop his Willys line, they said even so, this is an 
absolute right, an absolute right to accomplish that which is illegal 
under the antitrust laws. 

Mr. McHuen. W — you continue, Mr. Hewitt? 

Mr. Hewirr. Yes, si 

Removal of the nasa granting protected territories to dealers and 
prohibiting sales to unauthorized users opened the door for the pro- 
duction race between Ford and GM that started in 1953. Overstocked 
dealers bootlegged and cross sold their surplus cars. The independ- 
ents and Chrysler probably did not use pressure tactics to the same 
degree as did GM and Ford. The former manufacturers lost substan- 
tial parts of their markets. 


While it should be recognized that General Motors has taken many 
steps (particularly as to dealer losses on termination) to liberalize its 
franchise agreements, it must be noted that basically the franchise 
agreement has not changed since about 1910. It is still a unilateral 
device designed to achieve control without incurring any legal re- 
sponsibility. 

I am quoting from a Harvard Law Review article: 


The chief function of the [automobile] franchise is not to provide particular 
controls over dealer operations, since economic leverage alone is sufficient, but 
to preserve the manufacturer’s ultimate sanction, which is his ability to termi- 
nate the relationship without being subject to a large liability for breach of 
contract (63 Har. L. Rev. 1010, 1210 (1950) ). 

Mr. McHvuen. Do most of the basic defects found in the 1939 report, 
that existed in the manufacturer-dealer franchise, by the Federal 
Trade Commission still persist in those contracts? 

Mr. Hewrrr. At this point I would say yes, but I would like permis- 
sion to give it a more careful study, and have those read back to me. 
There have been some features as to liquidation that they have im- 
proved upon. Whether they have gone far enough or not is another 
issue. 

Mr. McHverr. The provisions with reference to cancellation—the 
right of cancellation—have they substantially changed since the 1939 
Federal Trade Commission report ? 

Mr. Hewrrr. They have not. In fact, they have substituted the 

vear contract, which is probably almost—almost— legally foolproof. 
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They simply do not cancel dealers any more, Senator Wiley. They let 
ie man Invest SLOO,Q0O, ~~ then let his contract expire by its own 

terms. And then, if sued | \ the dealer, they argue the seller has 
L right to choose buyers—the freedom to ¢ hoose his own buyers, you 

see. And so there is no risk of a cancellation suit—a suit for cancel 
ition, for some reason. 

Mr. McHueu. Do you know the ap proximate time when General 
Motors revised its franchise to include the 1-year termination period ‘ 

Mr. Hewrrr. I believe it was in 1947—yes, sir. 

Mr. McHuen. Was there any announcement at that time by any 
officials of the General Motors Corp. as to the purpose of the reason 
behind this ? 

Mr. Hewirr. Yes,sir. And I am coming to that in just a moment, 
f I may. 

Senator Winey. That last statement of yours is not borne out by 

1e Wisconsin decision. 

Mr. Hewerr. What is that? 

Senator Winey. That decision there, that you have said that they 
simply can cancel, or let the fellow go, without any consideration of 
his rights. 

Ifere is a news release, which I think you should get. In this case, 
Ford had canceled the sales contract after the death of the president 

of the firm involved. The widow then sought an injunction, restrain- 

ig the cancellation, and the Supreme Court, in a decision of 4 to 3, 
held that the injunction should be issued, and then it says: 

This historic decision effectuates the 20-year efforts of the far-seeing Wiscon 
sin Legislature to protect automobile dealers from the economic coercion of the 


factories, to protect the public from ensuing abuses, and to bring a measure of 
equity in contractual relations. 


That is the quotation. 


The Supreme Court's deliberations were contradictory— 


and so forth—it was a very close decision, 4 to 3, and then it reversed 
itself, 4 to 3. 


The upholding of the constitutionality of the dealer-factory statutes by the 
Wisconsin court will go far to reduce economically unsound and deleterious 
sales and merchandising practices throughout the industry— 

Milan said. 

Did he not testify here? He is the head of the group out in the 
State, as I recall it. 

The majority of the court now expresses the realization that a limited number 
of manufacturers controlling the extent of production and distribution can ad- 
versely dictate to those dependent upon them for consumer goods, and such 
manufacturers must now submit to reasonable regulation of their relations with 
dealers. Francbised dealers in all lines of merchandising may now look for 
some relief from offensive domination. 

Of course, again Wisconsin leads the way. 

Mr. Hewrrr. I agree completely with you, Senator. 

Senator O’Manoney. It is important to find out. Let us put in 
the record just what Wisconsin did. 

Che first paragraph in this report, published in the Automotive 
News, November 14, 1955, in an article written by John Wyngaard, 
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headed by the statement, “Canceled Dealer Upheld by Wisconsin 
Supreme Court .” reads: 

VIADISON, Wis.—New car dealers of Wisconsin have narrowly won from the 
Wisconsin Supreme Court an endorsement of the validity of a 20-year-old Wis- 
consin statute prohibiting cancellation of dealer franchises by automotive manu 

icturers without cause. 

Senator Witry. You got the “cause.” They would review the 
facts, this appeal board. 

That is why I asked you if, for instance, the appeal were taken i 
each individual case—we are getting somewhere now—and the appea 
board itself did not weight the facts justly, and there was no cause, 
then the court would intervene. 

That is what that amounts to—by an injunctive relief. 

Senator O’Manoney. Under a State statute, which is one of severa| 
statutes adopted by, I think the witness said, 19 States. 

Mr. Hewrrr. Thas is my understanding, sir; about 19. 

Senator O’Manoney. Is there any uniformity among these statutes ? 

Mr. Hewrrr. Some uniformity, sir. I have not made a thorough 
study of these State statutes, because my attention has been directed 
toward the franchise, primarily, but I understand that the Colorado 
statute is very similar to the Wisconsin statute. 

Rhode Island has set up an administrative review board to hear 
these cases—set up a special administrative agency. 

The State of Mississippi, for example, has under its statute that 

he dealer cansue. He is given aright to sue. 

In most of these other statutes, the manufacturer simply loses its 
license to put another dealer in the canceled dealer's place, pending 
the outcome. 

Senator O’Manoney. And the General Motors Corp. has filed suit 
in the State of Colorado? 

Mr. Hewirr. Yes, sir. 

Senator O’Manonry. For the purpose of upsetting the Colorado 
statute, which is comparable to the Wisconsin statute ? 

Mr. Hewirr. Yes, sir. 

It provides that franchise agreements cannot be canceled without 
due consideration of the equities of the parties involved, or without 
just provocation, and it requires that in order to canc el—it is my un- 
derstanding of it—that either the dealer or the manufacturer must 
take it through a court. There has to be a court of order. 

Senator O’Manoney. We will print the entire article in the record 
at this point. 

(The article referred to, published in Automotive News of Novem- 
ber 14, 1955, is as follows:) 


{Automotive News, November 14, 1955] 
CANCELED DEALER UPHELD BY WISCONSIN SUPREME COURT 
By John Wyngaard, staff correspondent 


Mapison, Wi1s.—New car dealers of Wisconsin have narrowly won from the 
Wisconsin Supreme Court on endorsement of the validity of a 20-year-old Wis- 
consin statute prohibiting cancellation of dealer franchises by automotive manu- 
facturers without cause. 

The Wisconsin Automotive Trades Association hailed the Tuesday judgment of 
the court, by a 4-3 decision, in a case brought by Kuhl Motor Co. of Milwaukes 
against Ford Motor Co. 
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Ford had canceled the Kuhl sales franchise after the death of its president. 
rhe widow of the late Frank Kuhl sought an injunction from the Milwaukee Cir 
iit Court. The supreme court decision reversed the denial of the lower court 
nd will have the effect of returning the issue for trial on its merits. 

The WATA in 1935 pushed through the legislature an act setting up sales 
ranchise regulations under the supervision of the State motor vehicle depart- 
nent, and prohibiting the cancellation of such franchises by manufacturers 
without fair cause. 

According to Louis Milan, manager of the WATA, the Wisconsin litigation 

racted nationwide interest in a period of difficult relations between many 
ealers and manufacturers. 

“This historic decision effectuates the 20-year efforts of the far-seeing Wiscon- 

egislature to protect automobile dealers from the economic coercion of the 
factories, to protect the public from, ensuing abuses, and to bring a measure of 
quity in contractual relations,” he said in a public statement. 

The supreme court’s deliberations were contradictory. The original decision 
f the court was against Kuhl, also by a 4-3 margin. The WATA asked for a 
ehearing, and after a new argument, Justice Grover Broadfoot withdrew this 
riginal dissent and joined the original minority, thus bringing it to a majority 

the court. 

The upholding of the constitutionality of the dealer-factory statutes by the 
Wisconsin court will go far to reduce economically unsound and deleterious sales 
ind merchandising practices throughout the industry,” Milan said. 

The majority of the court now expresses the realization that a limited num- 
er of manufacturers controlling the extent of production and distribution can 
dversely dictate to those dependent upon them for consumer goods and such 
naunufacturers must now submit to reasonable regulation of their relations 
with dealers. Franchised retailers in all lines of merchandising may now look 
or some relief from offensive domination,” he added. 

The key statement in the majority opinion of the court, written by Justice 
(seorge Currie originally as a minority dissenting opinion, was this one: 

‘The State has thus made it erystal clear that the unfair cancellation of 
dealer's franchise without provocation and without considering the dealer = 
equities is against the public policy of this State.” 

The reference was to the WATA sponsored cancellation law of 1935, amended 
n 1987, which had never been squarely tested im a constitutional action before. 


Mr. McHuen. Some of these State statutes provide for fines or 
other types of criminal penalties, do they ? 

Mr. Hewrrr. Some provide for fines and penalties, on the manu- 
facturers, of various types. 

We have had 3 States, it is my understanding, in the past 8 months 
to come in with new legislation, but this Wi isconsin case, in Senator 
Wiley’s progressive State, is the only one that has had a decision on 
it, thus far. 

Mr. McHueu. So there is considerable variance between the terms 
of some of these State statutes ? 

Mr. Hewirr. Yes, indeed. 

Mr. McHueu. Will you continue, please. 

Mr. Hewrrt. If I may, you asked me a moment ago about the 1-year 
franchise. I thought I covered it in the back part of this statement. 
I remember now that it is in my extended statement. 

If I may read from what Mr. Coyle of General Motors said about 
why they introduced the 1-year franchise— 

Mr. McHueun. Will you tell us who Mr. Coyle was? 

Mr. Hewrrr. Mr. Coyle is executive vice president of General 
Motors. 

Senator Wirey. The date? 
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Mr. Hrewrrr. In a 1947 speech before the Tri-State Automotiv: 

dealers Convention, held in Atlantic City, he stated: 

State laws limiting the freedom of action by the factories in replacement of 
dealers were the reason why General Motors switched to the 1-year franchiss« 

reement., 


This official stated further: 


‘To protect our own interests, and we also make heavy investments in our part 
of the busines, we adopted a 1-year contract, which we are obligated not to renew 
if that course of action seems necessary. 


He further added: 

This has been disturbing to some of our dealers who are carrying large invest 
ments in their franchises and operating on a 1-year contract. 

Senator Witry. What did he say for justification of it? Did he not 

also say that there need be no fear if they produced results and so 

forth 4 

Mr. Hewrrr. Yes, sir. My point is, is it within the keeping of 

American principles that we should have a Government of men and 
not of laws’ Is General Motors to be the only one who is to measure 
whether this man has done a satisfactory job? They say that they 
must have the complete say. I say that is contrary to our system of 
laws. 

Senator Winey. Of course, the question is how far you can go. If 
it isa great big institution, you may have some point. But if I want 
to get rid of some of my furniture and sell something to someone else, 
and I make an agreement, I hope that agreement means what I say 
I it. 

Mr. Hewrrr. Yes. 


Mr. McIiven. Do these State statutes protecting the dealers apply 


to a situation, or have they been construed by the courts to apply to 
situations, where the manufacturer simply did not renew the fran- 
( hise ¢ 

Mr. Hewrrr. Some of them do apply to nonrenewals. 

Mr. McHuen. So that in those cases, and I assume that Colorado 

‘ase is one, the dealer is protected, despite the change by the General 
Motors C orp. from its old franchise to a 1-year termination date. 

Mr. Hewitt. Yes. 

Senator Witey. Well, then, in the present franchise, is there also 
then this provision you spoke of before which would seem to be some 
equitable provision for taking care of the dealer, if there is any 
particular loss in relation to property or what not ¢ 

Mr. Hrwirr. There are some partial steps that the manufacturers 

= to alleviate the losses that the dealer might have. Whether they 

o far enough depends on the facts of a particular case, Senator. 

~ Of course, if a man is losing his business, something he has been 
in for a long time, he does not want to lose it except on some just cause, 
not on the arbitrary whim of anybody. 

Senator Winey. We had pretty good evidence yesterday that there 
was not much profit in the business, so what is the use ? 

Mr. Hewrrr. Maybe the hope that things will get better. 


Senator Winey. There are a lot of things to be ironed out anyway. 
Mr. Hewirr. Yes, sir. 
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Some of the key provisions of the current GM franchise may be 
sed to demonstrate this fact. In order to save time, only the sub- 
ince of these provisions are given. 
(1) The dealer owns only his physical assets. He has no rights 
his going business which he ean sell, assign, or transfer without the 
onsent of the manufacturer. 

(2) The dealer is required to give 3-month estimates of his require- 

ents and to file 10-day reports as to his new and used car inventory. 
Phe dealer must file complete financial and operating statements each 
month. 

(3) The dealer is require d to submit written orders. 

(4) The manufacturer, however, does not undertake any duty to 

\| orders the dealer may place. In fact, section D prov ides: 

* * * where delivery is prohibited, prevented, or delayed, whether or not rising 
it of the seller’s fault, * * * Dealer hereby releases and discharges seller from 
iny and all liability for any and all damages and losses arising from the failure 
if seller to fill any orders placed hereunder. 

Mr. McHven. Has that provision been tested by the courts ? 

Mr. Hewrrr. This particular provision, the wording of it, has not. 

But in the General Motors complaint in the Colorado case, their 

unsel argues that this exempts them from liability to make deliveries 

n dealer orders. 

Mr. McHuen. Have the courts construed that the seller 

gal obligation under this manufacturer-dealer franchise ? 

Mr. Hewtrr. Are you asking me have any courts ever held it? 

Mr. McHvuen. Take Federal courts then. 

Mr. Hewtrr. Some State decisions have implied obligations in the 
ranchise irrespective of these disclaimer of liability terms. 

By and large, the Federal courts and certainly the m: jority of the 
Federal rule now is that the franc nro is unenforceable . a contract, 
is I understand it, citing Airkmeyer v. Ford, Bushquick Decatus v. 
Ford. Whavesoe ited | In my exte nded sts iteme nt. 

Mr. McHvuen. They uphold the manufacturer under these dis- 
laimer of responsibility clauses ? 

Mr. Hewrrr. Yes, sir. 

Senator Wiiey. I suppose some of those provisions apply to strikes 
preventing production, as we have seen in the past. 

Mr. Hewrirr. They have those, too, sir. I didn’t quote those. 

(5) The manufacturer reserves the right to ship cars by any mode 
‘f transportation it chooses and reserves the right to fix transportation 


larges., 


has any 


(6) The manufacturer reserves the right to change prices and 
lealers’ discounts at any time. 

(7) The dealer must maintain a place of business, including sales- 
room, service station, parts and accessories facilities, and used car 
facilities satisfactory to the manufacturer—and permit the manu- 
facturer to inspect at all reasonable times. 

(8) The dealer must not move to or establish a new location includ- 
ing any used car lot without the consent of the manufacturer. 

The rest of these provisions, since I understand we are being pushed 
for time here, relate to the various things the dealer is required to do. 

Senator O’Manoney. The intervening material will be inserted in 
he record as though delivered. 
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Mr. Hewrrr. (9) The manufacturer reserves the right to control t! 
amount and form of the dealer’s investment. 

(10) The dealer must use an accounting system selected by the 
manufacturer. 

(11) The dealer must permit the manufacturer to inspect his books 
at any time. 

(12) The dealer must develop his territory to the satisfaction of the 
manufacturer. 

(13) The dealer must advertise his delivered prices. 

(14) The dealer must not require customers to purchase optional 
equipment. 

(15) The dealer must condition each new car as required by the 
manufacturer. 

(16) The dealer must carry an adequate stock of parts and acces- 
sores. 

(17) The dealer must use only genuine General Motors parts in re- 
pairing GM ears. 

(18) The dealer must buy tools the manufacturer deems necessary. 
The manufacturer can ship up to $150 worth of tools in advance of 
each new model. 

(19) The dealer must employ sufficient mechanics. 

(20) The dealer must report customer complaints which cannot be 
readily remedied. 

(21) The manufacturer may inspect the dealer’s parts and facili- 
ties at all reasonable times. 

(22) The dealer must contribute to a joint advertising fund con- 
trolled by the manufacturer. The manufacturer will spend this fund 
locally as judgment of the manufacturer dictates. 

(23) The manufacturer can cancel on 90 days notice if dealer does 
not develop the sale of cars to the satisfaction of the manufacturer. 
The same applies to the dealer’s failure to maintain a satisfactory 
place of business, or to the dealer’s moving or changing his business 
locations without the manufacturer's consent. The dealer can also be 
cancelled for failure to maintain adequate capital, or failure to give 
reasonable care to customers. 

(24) The dealer is made solely responsible for any and all obliga- 
tions or liabilities incurred— 
and the seller shall not be held responsible in any manner therefor, irrespective 
of any suggestion or recommendation with respect thereto by seller or any or 
its employees or representatives unless * * * 
seller has agreed in writing. 

(25) The franchise concluded by providing that there can be no 
implied waivers of any of its terms and that the franchise represents 
the sole agreement between the parties. There can be no oral or writte: 
modification without the written consent of the general sales manager 
of General Motors. 

(26) Remember that the General Motors franchise is only a 1-year 
agreement. Each year every General Motor dealer faces the spectre 
of nonrenewal. Deficiency letters add to the constant fears and pres 
sures under which many dealers operate. 

10. In summary, here are some basic facts to keep in mind con 
cerning automobile franchise agreements : 

(a) According to many courts, governmental agencies, economists, 
and marketing authorities, automobile franchise agreements are one 
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sided inequitable documents particularly susceptible to abuse by thi 
nanufacturers. Even the president of General Motors in ch 38 stated 
hat cancellation-without-cause provisions were inequitable 

Appendix A is attached which quotes the remarks of Secities au 
thorities on the franchise agreement. 

(b) Because dealers have no legal remedies against unfair pressure 
or treatment, they is st generally do their manufacturer’s bidding 
Phe franchise tends to put a premium on ruthlessness on the manufac- 

irer's part. 

(c) There are situations on record where major manufacturers 

ave engaged not only in harsh treatment of their dealers, but also 
n violations and possible violations of the antitrust laws by use of 
the powers the franchises confer. 

For example: 

(1) In the period from 1900 to about 1910, the Selden Patent 
Group (A. L. A. M.) required that their dealers not deal with the 
products of unlicensed manufacturers on threat of cancellation. 

(2) From 1910 to 1920, Ford Motor Co. attempted to use the 
franchise as a means of allocating trading territories, fixing retail 
prices, and excluding sales to unauthorized users. 

Now, that is fixing of retail prices before the Miller-Tydings amend- 
ment, of course. 

(3) During the 1920-30 period, the FTC findings show the major 
nanufacturers insisted on exclusive dealing from their dealers. In 
addition, the records show that in 1925 when GM decided to require its 
dealers to use GMAC facilities, GMAC business increased 245 pet 
cent in 1926. See 30 Indiana Law Journal 311, 313 (1955). 

(4) During the 1930’s there were several antitrust prosecutions 
ind some convictions of the major manufacturers. Exercise of fran- 
chise power was directly involved in these antitrust cases. 

(5) The franchises have facilitated the use of unreasonable and 
coercive pressure on dealers in recent times. The evidence is that 
phantom freight is still being charged by GM and Ford. Franchise 
terms require that dealers pay such charges as the manufacturer fixes. 
These phantom freight charges have facilitated the bootlegging prac- 
tices which in turn contributed to the great increase in dealer failure 
rates since 1953. The independents have had particularly heavy 
dealer losses. This committee has recently heard testimony which 
indicates GM may be using its franchise power to squeeze out inde- 
pendent automotive parts suppliers. 

(d) At least 19—I have been corrected on the original figure of 12 
since I wrote this statement—States have enacted legislation designed 

to protect dealers from arbitrary treatment and injury at the hands 
of the manufacturers. According to an official of GM, GM switched 
to the 1-year franchise in order to avoid the regulatory effect of these 
State statutes. 

Ihe franchises of unwanted dealers are simply not renewed at the 
end of the year. This avoids the possibility of a dealer lawsuit based 
on bad faith cancellation. Ford and Chrysler use franchises of in- 
definite duration but these franchises are subject to cancellation at 
any time and with or without cause on 90 days’ notice. 

Senator Witey. Wisconsin decision to the contrary. 
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Mr. Hewrrr. Yes. For the foregoing reasons it is submitted that 
the automobile dealer franchise agreement has an important bearing 
on the issue of monopolistic practices in the automobile industry. 

Mr. McIfven. Mr. Hewitt, are you familiar with the procedure 

hich the General Motors Corp. has for renewing the franchise at the 
end of the expiration of the 1-year period ? 

Mr. Hewrrr. I would prefer that you have dealers that go through 
the actual steps of that testify to that. I have discussed this, but I 
would prefer—they are the experts in that matter. 

Senator O’Manionry. Now, these exhibits A and B, and the ap- 
pendices, you wish them ade led to your statement ? 

Mr. Hewitt. Yes. 

Senator O’Manonry. They may appear at the termination of your 
statement. 

Any questions? 

( No response. ) 

Senator O’Manonry. Thank you very much, Mr. Hewitt. We have 
had a pleasant meeting. 

Mr. Hewrrr. I want to thank you, sir, for your very kind attention. 
E am going back to Indiana University to get back to the grind of 

‘aching school and T will not be available for further questions. 

Senator O’Manonery. Well, I assure you that the word “grind” 
loes not apply to teaching school, when one takes into consideration 
‘ommittee hearings in the Senate. 

We are very much indebted to you, sir. 

Mr. Hewrrr. Thank you. 

(The appendixes to Mr. Hewitt’s statement are as follows:) 


APPENDIX A. COMMENTS CONCERNING THE FRANCHISE AND FRANCHISE 
RELATIONSHIPS 


1. “This contract, which appears to have been drafted by the defendant (Ford 
Motor Co.) is most one-sided in its terms. * * *” (Dildine v. Ford Motor Com 
pany, 159 Mo. App. 410, 140 S. W. 627 (1911) ). 

2. “Why the plaintiff (dealer) incurred the expense claimed, in view of the 
character of the agreement he had with the defendant (Dodge), it is difficult 
to understand. He certainly was not justified in doing so by anything the 
defendant (Dodge) had undertaken to do as I read the agreement” (Filis v. 
Dodge Brothers, 237 Fed. 860, 868 (1916) ). 

3. “Call this provision (Ford not liable in the event of nondelivery) wun- 
eonscionable if you will, it is nevertheless such a provision as parties competent 
to contract are privileged to make” (Kilker v. Ford Motor Company, 39 8. D. 298, 
164 N. W.57 (1917) ). 

4. “Except for an attempt to make their future relation purely that of vendor 

ind purchaser, and their transactions wholly interstate in character, the con- 
tract is much like one of agency. This aspect of it is emphasized by the control 
which the defendant (Paige) reserved over the activities of the plaintiff (dealer) 
through provisions for cancellation to which reference will presently be made 
(Huffman vy. Paige-Detroit Motor Car Co., 262 Fed. 116 (Sth Cir. 1919) ). 
5. ‘ * * * while the company does not maintain within the State an agent 
with power to bind it by contract, nevertheless the actual supervision and control 
exercised by it through its traveling representative is almost as complete as if 
the dealers were its agents in all respects. The privilege of handilng Ford cars 
and other products is evidently valuable and since the company may withdraw 
it at any time, it is not difficult to prevail upon the dealer to comply with the 
company’s demands” (LaPort Heinekamp Motor Co. v. Ford Motor Co., 24 F 2d 
S61 (1928) ). 

6. “The automobiles were sold to plaintiff (dealer) as furnishing the stock 
in trade of a business he was to build up and carry on as his own business, in 
and over which, however, the defendant (manufacturer) reserved to itself a 
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ain benetit and a large measure of control” (Columbia Motors v. Williams, 200 
Ala. 645, 96 So. 905 (1923) ). 

7. Some quotes from the FTC Motor Vehicle Report (1938) : 

“The least that a dealer is expected to do is to sell enough new cars to maintain 
is manufacturer’s percentage of new car registrations in the area in which 

e dealer operates” (p. 1067). 

“Under the threat or fear of cancellation, some dealers have reported they 
elt compelled to operate their businesses in such a manner that their profits 
vere wiped out and even their investments were largely dissipated” (p. 188). 

One of the most frequent complaints of dealers is that manufacturers compe! 
em to take more new cars than they can profitably handle with the result 
hat in order to dispose of them they are obliged to make excessive trade-in 

lowances or to cut cash prices” (p. 173). 

“The practice has grown up for manufacturers to insist that their dealers 
hall not handle competing automobiles, accessories, or repair parts made by 
ther manufacturers; in other words, that the dealer shall give exclusive rep- 

sentation to one manufacturer’s line” (p. 110). 

“Some manufacturers often bill their dealers for transportation in amounts 
n excess of the actual cost of delivering automobiles to the dealers. It appears 
hat the greatest number of dealer complaints concerning excess freight charges 
ertain to the manufacturer's practice of shipping automobiles to dealers from 
earby assembly plants and requiring the dealers to pay for transportation in 
an amount equivalent to, or even greater than, the rail freight rates from the 
factory to the dealers’ delivery points” (p. 1072). 

“These agreements are between parties of very unequal economie strengt} 
nd bargaining powers. The terms of agreements are set up by the manufac- 
turer, and neither the manufacturer’s field representative nor the dealer is 
permitted to make any changes in the printed forms. Having been thus drawn 
and insisted upon by manufacturers with years of operating experience as a 
sackground, the agreements contain whatever clauses protecting the manufac- 
irer’s interest he chooses to put into them, and likewise only such clauses 
protecting the dealer’s interest the manufacturer chooses to put into them’ 
p. 114). 

8. “We do not hesitate to hold that the jury findings of conspiracy and coercion 

‘e supported by the evidence. In fact we would have no difficulty, even on a 
de novo (new) analysis of the record, to conclude that the appellants were in 
position to impose and did impose their will on the independent dealer-purchaser, 
not only as to how he was to conduct his business but also as to whether he 

ould conduct it at all” (U.S. v. General Motors, 121 F. 2d 376, 398 (7th Cir 
1939) cert. denied, 314 U. §. 618). 

%. “We have much sympathy with the theory upon which the case was dis- 
posed of in the court below. It seems fair, after having spent 6 years in deve 
oping the territory assigned to it, the Reno Co. (dealer) should have been 
permitted to continue or should have been compensated for the injury done it 
by having its business taken away. However, the injury done to the Reno Co. 
was one against which its contract, rather obviously, did not afford protection. 
(Quoting from another case.) “The entire trouble is found in the contract itself 
It was not at its making strong enough to hold’” (EF. I. DuPont de Nemours 
& Co. vy. Clairborne-Reno Co., 64 F. 2d 224, 233 (Sth Cir. 1933) ). 

10. “To say that the parties contemplated that the plaintiff (dealer) should 
he given a contract of the character that defendant (manufacturer) was 

aking with other dealers in 1930, such as it entered with the plaintiff (dealer) 
in South Richmond or with the Womble Motor Co. (the new dealer) for the 
West End, does not help plaintiff's (dealer) position; for this written contract 
does not obligate the defendant to deliver a single car or truck and may be 
terminated at any time at the will of either party. It merely furnishes a basis 
upon which dealings are to be conducted, it imposes no obligation on the de 
fendant (manufacturer) to sell or on the dealer to buy and furnishes no basis 
for recovery of damages if the defendant (manufacturer) refuses to sell.” 

“It appears that plaintiff (dealer) had been disappointed in its expectations 
and has been dealt with none too generously by the defendant (manufacturer 
but, while we sympathize with its plight, we cannot say from the evidence 
before us that there has been a breach of binding contract which would enable 
it to recover damages. While there is a natural impulse to be impatient with 
a form of contract which places the comparatively helpless dealer at the mercy 
of the manufacturer, we cannot make contracts for parties or protect them 
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from the provisions of contracts which they have been made for themselves 
Dealers doubtless accept these one-sided contracts because they think that the 
right to deal in the product of the manufacturer, even on his terms, is valuable 
to them; but, after they have made such contracts, relying upon the good faith 
of the manufacturer for the protection which the contracts do not give, they 
cannot, When they get into trouble, expect the courts to place in the contract 
the protection which they themselves have failed to insert” (/’ord Motor Com- 
pany Vv. Kinkmyer Motor Company, 65 F. 2d 1001 (4th Cir. 19383) ). 

11. “This may under the facts involve a hardship, but the time to guard against 
such hardship is when men make improvident contracts, and not when such 
contracts come before the courts” (Tamm vy. Ford Motor Company, 80 F. 2d 
723 (8th Cir. 1935) ). 

12. “It is no doubt true that the manufacturer who is seeking distribution 
for merchandise for which he has largely created the consumer’s demand by 
expensive advertising campaigns feels that he must keep control over the dis- 
tribution of the product, and that distributors are willing to incur expense 
in preparing to handle such a product, even though their contracts may be 
terminable at the will of the manufacturer in the hope that the business which 
they will build up will lead to the continuation of the relationship thus estab- 
lished. Where parties deal upon such a basis, however, they cannot invoke 
the aid of the courts when their expectations are disappointed. Our function 
is to interpret and enforce contracts, not to make or extend them” (Motor Car 
Supply Co. v. General Household Utilities Co., 80 F. 2d 167 (4th Cir. 19385) ) 

13. “There is no question that much of the wild selling that went on in 1954 
was the result of pressure upon dealers to accept quotas far beyond the 
normal demand in their markets. It is normal and natural for regional and 
district managers to insist you (the dealers) meet the quotas they establish 
ind it is normal and natural for them to ask for orders in line with those 
quotas, but America is a free country, and you have the right to say ‘no’” 
Paul G. Hoffman, president of Studebaker, reported in NADA Mag. XXVI 
(Dec. 1954), p. 43. 

14. “A new car dealer can’t sell the cars he already has, but the factory keeps 
shipping to him relentlessly. With his high overhead he will go broke for 
sure if he holds up for his normal markup when sales are so slow. So he 
wholesales (bootlegs) his surplus” (Business Week (April 3, 1954) p. 104). 

15. “I think our major problem is that provision of our selling agreement 
which allows cancellation without cause. Our second major problem is the 
one-year dealer agreement” president of NADA quoted in NADA Magazine 
XXVII (Feb. 1955) (p. 16). 

16. In a confidential interview one independent manufacturer stated: “We 
would like to give 3-year franchise agreements and give better repurchase pro- 

isions on termination; but we are afraid such provisions would leave some of 
uur dealers freer to switch over to one of the big companies. We bave had 
juite a few of our best dealers ‘pirated’ anyway” (interview held in Detroit, 
April 15, 1954). 

17. “An examination of its terms, which are many, indicates that it was 
dictated by the manufacturer at Detroit, and drawn by its counsel with the 
avowed purpose of protecting the manufacturer to the utmost and granting, 
if any, few rights to, and the smallest possible protection of, the agent. 

“It is one which affords some support for the wisdom and the necessity of 
legislation which protects the weak against a strong party in situations like the 
nstant one” (Buggs v. Ford Motor Co., 113 F. 2d 618 (7th Cir. 1940) ). 

18. “But, generally speaking the situation arises from the strong bargaining 
position which economic factors give the great automobile manufacturing com- 
panies; the dealers are not misled or imposed upon, but accept as nonetheless 
advantageous an agreement in form bilateral, in fact one-sided” (Bushwick- 
Decatur Motors v. Ford Motor Company, 116 F. 2d 675 (2d Cir. 1940) ). 

19. “Without indulging in observations as to fairness or unfairness of the agree- 
ments, it is clear either party had the right to terminate without liability. 
Unfair? Those who desire to philosophize on the subject may do so. But we 
are confronted with the problem of construing the agreement, not in criticizing 
ts terms” (Myers Motors, Inc. v. Kaiser-Frazer Sales Corporation, 178 F. 2d 
291 (Sth Cir. 1949) ). 

20. “This may under the facts involved a hardship, but the time to guard against 
such hardships is when men make improvident contracts, and not when such con- 
racts come before the courts” (Green Bay Auto Distributor v. Willys-Overland 
Votors, 102 F. Supp. 920 (E. D. Mich. 1950) ). 





STUDY OF THE ANTITRUST LAWS 3223 


21. “One of the inducements which promoted the acceptance of the contract 
, it must be assumed, that the plaintiff (dealer) was being offered and was 
cepting a contract which had a time to run or operate so far as either party 
der this, as under similar contracts, then knew, on a good faith basis or tract, 
itil the advent of some contingent event not then known to exist by either 
the parties at the time of executing the contract—notwithstanding the defeas- 
ice provision in the contract allowing it to be canceled at the will of either party. 
mtracts are made in contemplation of performance, not defeasance; honesty, 
ot trickery or fraud; mutual profit, not injury. The plaintiff (dealer) had 
e right to believe, and to act on the assumption, that the contract was being 
ered by the Ford Motor Co. in entire good faith, and in contemplation of 
tended performance to the mutual profit of each. The presence of the defeas- 
ce Clause was not notice to the contrary. Consequently, the plaintiff had a right 
o assume that the certainty of extended force in the contract was superior to the 
hange or likelihood of cancellation, especially from caprice or a motive to injure 
‘retly then grounded in an existent conspiracy. Therefore, when the Ford 
lotor Co. well knew that the contract it was offering was already a ‘definitely 
bridged contract,’ that it had no intention of permitting it to run over the entire 
pan of its contemplated life, but that pursuant to the conspiracy it would 
untimely invoke the cancellation clause, and failed to disclose such facts to the 
aintiff at the time of the execution of the contract, the failure to disclose was 
audulent and the contract became so tainted” (Patterson-Pope Motor Co. v. 
ord Motor Co., 168. KE. 2d S77 (Ga. Ct. App. 1941) ). 

22. “The instant contract was drawn on forms and in the language of the 
rporate defendant and it is recited that the ‘terms of the agreement are the 
esult of many years of experience and study by Dodge * * *’; and thus the terms 

the contract favorable to the defendant (manufacturer) may well be the 

bject of special scrutiny” (Kane v. Chrysler Corporation, 80 F. Supp. 360 
LD). Del., 1948) ). 

25. “The Chrysler Corporation tried to regulate and define the respective 
ghts and duties of the parties with meticulous care. Each party had the right 
» cancel the agreement, however, and the defendant (direct dealer) used this 
ower effectively to compel the plaintiffs to do business on the basis proposed 
vy it or not at all” (General Auto Sales v. Capital Motor Car Company, 131 Conn. 
124, 40 A, 2d 767 (1944) ). 

24. “This agreement was prepared by Chrysler with many definite promises 

acted from the plaintiff (dealer) and only a few reciprocating promises made 

the defendant” (Wood Motor Co. v. Nebel, 232 S. W. 2d 772 (1950). 

25. “Under threat of termination of their franchises most of these distributors 
ive been wrongfully coerced into an arrangement with the defendant (manu- 
acturer) permitting them to sell the products included under the name of 
Motorola’ but prohibiting them from selling communication equipment manufac- 
ired by the defendant or communication equipment manufactured by others. 
the plaintiff (distributor) refused to submit to such an arrangement and his 
franchise as a distributor was canceled resulting in the loss of a profitable busi- 
ess built up over a period of years. 

“The majority would apparently have no trouble with the case if it involved 
wo corporate entities; for example, if one corporation manufactured the equip- 
ient and a subsidiary or separate corporation attended its sales or distribu- 

nm. * * * Certainly it is now well settled that ‘common ownership and control 
loes not liberate corperations from the impact of the antitrust laws’ (citing 
ases). The reasons the defendant (manufacturer) refused to deal with the 
vlaintiff (distributor) * * * was that the plaintiff refused to agree not to sell and 

stribute communication equipment manufactured by others in the territory of 
ts franchise, a class of equipment which the defendant (manufacturer) also 
efused to sell to the plaintiff. It seems to me that the defendant’s refusal to 
leal with the plaintiff for that reason was illegal * * * (citing authorities)” 
from Judge Rives dissent: Nelson Radio & Supply Co. v. Motorola, 200 F. 2d 

11 (5th Cir. 1952) ). 

26. “Such of the dealer’s acts as are not strictly regulated, are modified and 
zoverned by the respondent (manufacturer). In prohibiting the dealer from 
ising sales policies in any manner in connection with his business as respondent’s 
lealer which are detrimental to respondent, or to respondent’s dealers, or to 
he public, or to which respondent might object as being detrimental to its good 
ame or good will, respondent had, by such expansive terms, retained as much 
ontrol over the dealer in this case as it could expect to exercise over an admitted 
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oyee, in such respects’ (Thompson v. Ford Motor Co., 200 S. C. 
, 40 (1942) ) 

: ‘ry fact that so frequently this carefully drawn instrument (fra 

‘) leaves the question of its termination, an obligation incompletely ex 
pressed, and the startlingly disproportionate burden otherwise cast upon the 
dealer should here, as in the requirement and outputs contracts, justly the court, 
in referring an intention to bind both parties for at least such time as may be 
required to demonstrate the eause or to establish the grounds for honest dis 
satisfaction, or otherwise for a reasonable time just as where no provision 
made”—Williston, Contracts, sec. 1027 A., p. 2861. 

2S. “Automobile manufacturers have an organization of small and dependen 
ind, therefore, fairly powerless dealers’—John K. Galbraith, American 
Capitalism (1952) p. 127. 

29. “When employed by parties of approximatley equal bargaining power 
simple contract is a convenient and not inaccurate tool in the process of valnua 
tion; even where the valuation appears entirely inaccurate, there is much t 
be said for the old notion that the law is not the keeper of fools. To permit 
the retention of an advantage gained by greater foresight or higher business 
acumen is no more than to assist the constant elimination of the unit whic! 
is one purpose of our entire social organization. But to apply the same consid 
erations to a formally identical agreement in which the inaccuracy of the valua- 
tion is due not to the superior intelligence but to the superior bargaining powe1 
of the dominant party would be too great a sacrifice to simplicity of the law” 
Note 27 Col. L. Rey. 481 (1927). 

30. “* * * The chief function of the (automobile) franchise is not to provid: 
particular controls over dealer operations, since economic leverage alone is 
sufficient, but to preserve the manufacturer’s ultimate sanction, which is his 
ability to terminate the relationship without being subject to a large liability 
for breach of contract”—Note 63 Harv. L. Rev. 1010, 1012. 

31. “Form contracts generally reflect complete control of negotiations by th: 
party drafting the instrument and almost total lack of bargaining power in 
the other party. Section 2-502 is designed to avoid exploitation of such situ 
ations by limiting the stronger party’s ability to enforce the terms he dictates 
thus forcing him to exercise restraint in drafting’—Note on proposed Uniforn 
Commercial Code, 63 Yale L. Jour. 560, 562 (1954). 

32. “It (standarized contract) is a form of contract which, in the measurt 
of the importance of the particular deal in the other party’s life, amounts to 
the exercise of unofficial government of some by others, via private law’—4 
Yale L. Jour. 704, 731 (1981). 

30. “One would expect a trend toward limitation on arbitrary power gradually 
appearing through the entire field—whether it concerns franchises granted by 
Coca-Cola to a manufacturer, salesman, or dealer—company relationships pre 
vailing between farm-machinery companies and their outlets, or other like 
arrangements through the entire range’—A. A. Berle, Jr., the 20th Century 
Capitalist Revolution, p. 1954. 


APPENDIX B. EXTENDED STATEMENT OF CHARLES M. Hewitt, Jr. 


PART I, THE DEVELOPMENT OF THE FRANCHISE 


Since 1900 over 2,000 firms have engaged in automobile manufacturing. It is 
certain that only a very small percentage of these firms ever really produced on 
a commercial seale. As early as 1912, 7 firms produced 50 percent of all ear 
production. In 1930 the 7 leading manufacturers accounted for 92 percent of 
total production. As a practical matter there has been no successful entry into 
the manufacturing side of the industry since Chrysler was formed in the middle 
1920's. At the present time the big three account for about 95 percent of all 
production with General Motors alone producing over 50 percent. 

Many reasons may be offered to account for this steady pattern of increasing 
concentration of production at the manufacturing level of the automobile indus 
try. This statement is designed, however, to explore only one of these reasons. 
It is suggested that many of the concentration problems on the manufacturing 
side of the industry and that many of the interrelated chaotic conditions on the 
distribution side of the industry in some part grew (and still grow) out of the 
pature of the dealer franchise agreements historically used in the industry. 

Since about 1902 the vast majority of new cars sold in the United States have 
been sold through dealers holding franchises with the various automobile manu- 
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irers. Though these so-called franchise agreements are drawn like con- 
ts and are treated like contracts by the courts—they are very different from 
nary business contracts. Some of the major respects in which franchises 
lifferent may be listed as follows: 

(1) They are unilaterally drawn by the manufacturer and designed to 
sive maximum legal and economic protection to the manufacturer's interests 
lhe dealers are not given any substantial legal rights. 

(2) They do not represent the free will of both parties as do most private 
ontracts. 

(3) They are not designed to create legal rights based on reasonable ex 
pectations as are most private contracts. 

(4) They have at times been used (by at least some of the manufacturers ) 
as a means to accomplish acts not only injurious to dealers but also to the 
public interest. 
he antomobile franchise agreement is in reality a unilateral control device. 
ea dealer has invested (average investment over $100,000) in the franchise 
particular manufacturer he becomes in a sense the economic captive of that 

inufacturer. 

Because of cancellation provisions and 1-year franchises, dealers are under 

essure to do all that their manufacturers require them to do. The independent 
egal status given to dealers by the courts is denied by the facts. The manu- 
acturers are in a position to control or dispose of the going dealerships. The 
ealer only owns some of the physical assets on termination of the relationship. 

Many legal writers, governmental agencies, courts, economists, and marketing 
experts have vigorously criticized automobile franchise agreements as being 
ne-sided, unfair and inequitable documents. Some courts have called for reme- 
al legislation 

“An examination of its terms, which are many, indicates that it was dictated 

the manufacturer at Detroit with the avowed purpose of protecting the manu- 
icturer to the utmost and granting, if any, few rights to, and the smallest pos- 
ble protection of the agent. 

It is one which affords some support for the wisdom and necessity of legisla 

u which protects the weak against the strong party * * *’* 

Another court said: 

“As matters stand, some 15,000 dealers are graciously allowed to continue their 
isiness of purchasing and selling General Motors cars in return for their 

ivish obedience to the command of the appellants.” ° 

The automobile franchise agreement as it is now drawn and interpreted by 

¢ courts appears to represent a legal device contrary to two basic principles 

at characterize a free society. 

(1) It is a device which gives a small group in society (the manufac- 
turers) control over a larger group in society (the dealers) without the 
former being in any way legally accountable. 

(2) It represents an example of a type of private government by men 
instead of by law. 


BRIEF HISTORY OF AUTOMOBILE FRANCHISE AGREEMENTS 


When and why did the franchise agreement come into use in the automobile 
industry? 


he first independent franchised “agent” operated a steamer and electric 
lealership in 1898. By about 1902, many of the automobile manufacturers were 

istributing their cars through franchised agents. 

Certain economic characteristics of the early automobile industry encouraged 
the adoption and spread of the franchise agreement in the automobile industry. 
Uncertainties relating to production technology and a shortage of capital were 
two of the principal reasons why most automobile manufacturers turned to 
franchised agents for the distribution of their cars. Dealers furnished a major 

art of the working capital requirements of the early manufacturers by placing 

eposits on all cars ordered and by paying cash in full in advance of delivery. 

Demand in excess of supply meant that cars were easy to sell. The emphasis 

#8 on production in the early industry. The franchise agreements were drawn 

meet certain economic needs of the early automobile manufacturers. 


1 Buggs v. Ford Motor Co. (113 F. 2d 618 (7th Cir., 1940) ). 
2U. 8S. v. G. M. C. (121 F. 2d 376 (7th Cir., 1941), Indiana) 
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What are the basic characteristics of the early automobile franchise agreemer 
and how and why have automobile franchise agreements changed over th 
vears into modern times? 


The first franchise agreements, 1900-1908.—The early automobile franchis 
agreements were generally of 1 year’s duration. Dealers were designated 
“exclusive agents” and were given large exclusive selling territories. 

The manufacturer did not assume any express obligations to deliver cars i: 
the early franchise agreements. There were, however, no provisions disclaim 
ing all legal liabilities to dealers in the event the manufacturers failed t 
deliver cars. 

Early cancellation provisions gave cancellation privileges only to the manu 
facturers. The franchises were subject to cancellation at any time but the right 
to cancel was usually conditioned on some type of default by the dealer. 

Automobile franchise agreements, 1908-10.—By 1910, the basic pattern found 
in modern automobile franchise agreements was established. Franchise terms 
provided the manufacturers were not legally obligated to deliver cars to thei 
dealers. Other terms provided that dealers were not to be considered legal agents 
of their manufacturers. 

Many franchises contained terms which gave the manufacturers unconditiona! 
rights to cancel their franchise agreements on notice—or on short notice. Most 
franchises provided that notice of cancellation automatically canceled all un- 
filled orders from the canceled dealers. 

Many reasons can be listed to show why the manufacturers made the foregoing 
changes in their franchise agreement provisions. Some of the more likely 
reasons for the changes include: (1) the success that dealers had in certain 
lawsuits that they filed against various manufacturers; (2) the cases where 
consumers won lawsuits against certain manufacturers by claiming that dealers 
were agents of the manufacturers; and (3) the fact that by 1910 there wer 
so many applicants for automobile franchises that the manufacturers were abl 
to draw the franchise terms so as to give maximum legal (and economic 
protection to their own interests. 

Automobile franchise agreements, 1910-20.—There were few basic changes in 
the provisions of automobile franchise agreements in the decade after 1910 
Ford Motor Co., however, reverted back to an “agency” designation for the 
relationship in this decade. The evidence indicates that the prime reason for 
this temporary deviation by Ford was so that Ford could maintain retail prices 
and allocate retail trading territories with a minimum risk of being prosecuted 
under the antitrust laws. 

Automobile franchise agreements, 1920-30.—Some important changes took 
place in the franchise agreements during the 1920’s. Most automobile manu- 
facturers adopted franchise agreements of indefinite duration subject to cancella- 
tion at any time “with or without cause.” Most franchises provided for short 
(30 days) notice periods before cancellation became effective. Dealers were 
also given the right to cancel at any time. It is possible this was done to mak: 
the franchise agreements appear less one-sided. 

Some of the major manufacturers began to vigorously enforce provisions 
requiring that their dealers not handle competing products. ‘Took on a com 
peting line” was the chief cause of dealer cancellations according to the cancella 
tion files of the major manufacturers. Under the provisions of the 1926 General 
Motors franchise, for example, a dealer could be canceled immediately without 
notice if handled competing products. 

After 1920 the economic characteristics of the industry changed. The supply 
of automobiles began to exceed the demand. The used-car problem arose as 
the major cause of dealer business failure. By about 1925 most automobile 
manufacturers recognized that their major problems were problems of distribu 
tion. 

New franchise provisions and new policies were adopted by the major manu- 
facturers to effectuate more control over the distribution side of the industry 
New provisions also were introduced, designed to reduce some of the losses 
dealers experienced on cancellation. The advanced notice period for cancellation 
was gradually extended by most manufacturers. 

Automobile franchise agreements, 1930 to World War IIJ.—The trend in fran- 
chise agreement terms toward more manufacturer control of their dealers and 
more manufacturer loss-sharing on cancellation continued in the 1930's. Several! 
related factors contributed to this trend. 
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The great depression probably caused many manufacturers to adopt more 
effective control measures over their dealers. It also induced the manufacturers 
to take further steps to alleviate the losses their dealers experienced on can- 
cellation or termination. 

Dealer trade associations (particularly NADA) became politically active dur 
ing this period. The political pressure NADA exerted was probably an important 
factor leading to the Federal Trade Commission investigation of the automobile 
industry in 1938. The comprehensive FTC Report on the Motor Vehicle Industry 
(1939) vigorously condemned automobile franchise agreements as being inequi 
table in many respects. 

During this same period there were several antitrust 


proceedings against 
some of the major automobile manufacturers. 


In some of these antitrust cases 
(and in other cases not involving the antitrust laws) major courts condemned 
automobile franchise agreements as one-sided and inequitable contracts. The 
courts also criticized and condemned the control the various 
exercised over thousands of “independent businessmen” (dealers). 

All of the foregoing factors exerted pressure on the automobile manufacturers 
to effectuate additional changes in their franchise agreements. 
turers also changed some of their “extrafranchise” policies. 

tutomobile franchise agreements, World War II to 1955—The trend in 
franchise agreement terms shifting a larger share of dealer cancellation losses 
to the manufacturers has continued into modern times. All of the automobile 
manufacturers now obligate themselves to buy back all new cars and parts 
(preceding 3 or 4 models) in the event that they cancel one of their dealers. 
Nearly all of them also agree to make certain payments to their dealers on new 
cars still in stock in the event wholesale (factory) prices are cut or models are 
discontinued. 


manufacturers 


The manufac- 


At least two major manufacturers agree to assume a portion of any lease 
obligation their canceled dealers may have. These same two manufacturers also 
agree to give certain designated qualified survivors of dealers 1-year tryouts with 
deceased dealers’ franchises. 

At the suggestion of the Department of Justice, exclusive representation, 
territorial security, and antibootlegging provisions were dropped from automobiic 
franchise agreements in 1949. As a practical matter, however, most dealers still 
sive exclusive representation to their respective manufacturers. The manu- 
facturers are in a position to insist on this by virtue of l-year franchises and 
cancellation provisions.® 

Some manufacturers have reverted to franchise agreements of 1 year’s dura- 
tion such as were in use before 1920. The evidence is that this was done to 
evade the regulatory force of various State laws. About a dozen States now have 
laws designed to prevent automobile manufacturers from abusing their dealers.* 
Manufacturers using these 1-year franchises simply let the franchises of un- 
wanted dealers expire. They thereby eliminate the possibility of a lawsuit 
based on bad-faith cancellation. 

Other automobile manufacturers still use franchise agreements of indofinite 
duration. All of these franchises, however, are subject to cancellation on 
relatively short notice (10 to 90 days) with or without cause. 

The 1-year franchise agreements are also subject to cancellation on relatively 
short notice (90 days) at any time or in the event the manufacturers become 
dissatisfied with the performance of certain dealers. It is not clear from the 
decided cases whether these latter type cancellation provisions require that the 
manufacturer must show just cause in the event a dealer is canceled. It is 
probable that under the present majority rule no such showing is required of the 
manufacturers.° 

Since about 1900 the use of the franchise device has spread to numerous 
American industries. 

“In the past 40 years dealer franchises have spread from their inconspicuous 
use between a few manufacturers and a handful of specialized outlets to become 


8 See Hudson Sales Corp. v. Waldrip (211 F. 2d 268 (5th Cir., 1954)). For other threats 
of eancellation situations see Boro Hall Corp. v. General Motors (124 F. 2d 822 (2d Cir., 
1942)); Emith Motors Corp v. General Motora (181 F. 2d 70 (7tk Cir., 1950)); 
Nelson Radio € Supply v. Motorola (200 F. 2d 911 (5th Cir., 1952)). 

*Courts in Wisconsin and Arkansas recently upheld the validity of laws requiring the 
manufacturers show just cause on cancellation. 

5 See Beiver Motor Car Co. v. Chrysler (108 F. Supp. 948 (D. Conn. 1952), cert. denied 
845 U. S. 942 (1952)): Myers Motors v. Kaiser-Frazer Sales Corp. (178 F. 2d 291 (Sth 


Cir., 1949)); F. H. McClintock v. Trurell Saleae & Service (297 Mich. 284, 297 N. W. 49% 
(1941)). 


and 





oA STUDY OF THE ANTITRUST LAWS 


he dominant type of contract in the distribution of such items as automobiles 
farm implements, electrical appliances, tires, pianos, petroleum products, radio 
levision, and wallpaper. Under the franchise system a manufacturer grant 
o certain dealers the right to sell his product, generally in defined areas, 
‘change for promises to promote and develop markets for the product.” ° 
Based on a limited number of nonautomotive franchise cases collected an: 
some additional sources, it appears that the franchise agreements in use 
it least some industries are basically similar to the franchises used in the 
tutomobile industry It also appears that some of the legal and economi 
problems related to these nonautomotive franchise agreements are similar t 
the franchise problems in the automobile industry.” Assuming that franchises 
imilar to automobile franchises are in use in various parts of the economy, what 
is the significance of this from a standpoint of the general public interest 


“he public interest in automobile franchise issues 


Defining the public interest as to the basic issues raised in this study is a diffi 
cult task. Any such definition would be based on certain assumptions as to the 
type of economy best suited to meet the needs of the general public in the long 
‘un. The various needs of the public also would have to be defined. For this 
reason the approach taken involves analyzing some arguments on both sides of 
certain basic issues concerning manufacturer-dealer relationships in the auto 
nobile industry. 

Cancellation without cause-—The manufacturers have asserted they must be 
free to rid themselves of incompetent or dishonest dealers. It would seem that 
his proposition is basically sound from the standpoint of the public interest. 

The manufacturers have also asserted that they must be the sole judge of thei 
lealers’ competency or honesty. From the standpoint of the public interest 
this proposition seems questionable. 

Kirst, from the standpoint of the dealers (who are a part of the general public 
the proposition seems inequitable.’ It places their economic future completely 
n the hands of factory officials. Whether these officials are benevolent or arbi- 
trary, they are answerable only to their own consciencies. 

What is the long-run interest of the public (excluding dealers) in this issue? 
Several arguments are possible which support the proposition that cancellation 
without cause provisions are in the public interest. 

Such provisions permit manufacturers to rid themselves of unwanted dealers 
with a minimum of litigation. Litigation costs might increase if cancellation 
were permitted only if a legally sufficient cause could be shown. These increased 
costs of litigation would be passed to the consumer. 

Cancellation without cause gives the manufacturers a more effective control 
over their dealers. The manufacturers want maximum volume in new car 
sales. Dealers might order fewer cars to sell at a higher net price if the manu- 
facturers could cancel only for legal cause. 

lor the efficient production and distribution of automobiles the planning fine- 
tion must be centralized. Cancellation without cause enables the manufacturers 
to perform this centralized planning function efficiently. The manufacturers 
can also keep a more effective check on certain dealer practices which are detri- 
mental to the public if cancellation without cause is permitted. 

It can be argued that cancellation without cause provisions are not in the 
public interest. A free society should not permit control to exist without making 
it legally accountable. Incompetent and dishonest dealers could be removed 
even if cancellation were only for legal cause. 

Cancellation without cause permits manufacturers to shift the main economi 
hurden of their mistakes to their dealers. If cancellation were permitted only 

'H. BE. Agnew and D. Houghton, Marketing Policies (New York: McGraw-Hill Book Co., 

1941), p. 73; note, 63 Harv. L. Rev. 1010 (1950). 

\ few nonautomotive franchise cases have been previously discussed. Copies of some 
nonautomotive franchise agreements were obtained from various sources. 

See in particular, Gable v. Frigidaire Corp. (Tex. Civ. App.), 121 S. W. 2d 456 (1938) 
ind Housting Co. v. Coca-Cola Co. (215 Wis. 356, 237 N. W. 85): Fabbre v. Dardi & Co 
93 Cal. App. 2d 247, 209 F. 2a 91 (1949)); and Brooks v. Sinclair Refining Co. (139 
I. 24 746 (10th Cir., 1944)). 

‘In 1938, Mr. Sloan, chairman of General Motors, stated that he thought cancellation 

thout cause was unequitable. Business Relations Institute, Automobile Dealer Franchise 
\greements and Faetory-Dealer Relations (Princeton, N. J.: Business Relations Institute. 
1948), p. 24 Some modern franchises may be cancelable only for cause (i. e., upon the 

anufacturer’s dissatisfaction). The cases are in conflict as to whether this requires 
showing of good faith. The cases are also in conflict as to whether cancellation provisions 


permitting cancellation at any time is the legal equivalent of cancellation “at will, without 
iuse”’ provisions 
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for cause, the manufacturers would be under more pressure to reduce the whole 


sale price as a means of achieving volume. Cancellation for cause might make 
the manufacturers more directly responsive to supply and demand forces in 
the economy. 

Dealers render services which are valuable to the public. They are entitled to 
fair economic chance to earn a reasonable return on their investments. By 
means of cancellation without cause provisions and 1-year franchises the manu- 
facturers can force cars on the market until even efficient dealers are unable 
to make a fair return on their investments.” 

In one antitrust Case it was stated that public policy requires that automobile 
dealers be independent businessmen. Cancellation without cause does not 
permit realization of this objective. Dealers cannot be independent if they 
have neither the legal nor economic means to resist control. 

Several antitrust cases show that the manufacturers can and have used can- 
cellation without cause provisions to effectuate purposes contrary to the anti- 
trust laws. These clauses also facilitate sub rosa violations of antitrust laws 

On the other hand, if it is assumed that control of dealers by the manufacturers 
is in the public interest, there are both economic and legal arguments which 
support making the manufacturers legally accountable for the control that they 
exercise. 

One writer has stated: 

“One would expect a trend toward limitation on arbitrary power gradually 
appearing through the entire field—-whether it concerns franchises granted 
yy Coca-Cola to a manufacturer, salesman, or dealer—company relationships 
prevailing between farm machinery companies and their outlets, or other like 
arrangements through the entire range.” 

The 1-year franchise. t would seem that the arguments made for and against 
cancellation without cause provisions also apply to the 1-year franchise agree- 
ment issue. A few additional observations, however, are appropriate. 

In some ways the 1-year franchise agreement is less vulnerable to legal attack 
than an indefinite duration franchise cancelable at any time (or at will—if 
ere is a difference). A seller’s right to deal with buyers of his own choosing 
at the end of the year) appears to be a more absolute rizht 
the right to cancel a franchise of indefinite duration. 

In the former case the dealer at least knows that his privileges are to termi 
nate at the end of each year. It can be argued that nonrenewal should not 
frustrate reasonable expectations to the same degree as might cancellation of 
an indefinite agreement. 

On the other hand, one of the purposes of the 1-year franchise is to evade State 
regulatory laws. This might have adverse legal and political ramifications (from 
the manufacturer’s viewpoint) in the future. In addition, it seems perfectly 
obvious that a dealer investing $100,000 on the strength of a 1-year agreement is 
reposing considerable trust and confidence in his manufacturer. This, too, might 
lead to legal ramifications in the future. 


(in the cases) than 


State legislation 


About one dozen States now have legislation aimed at preventing manufacturers 
from treating their dealers in various ways designated as unfair. These statutes 
provide for various fines and penalties including forfeiture of the manufacturer's 
license to do business in the State or in certain parts of the State if the manu- 
facturer arbitrarily cancels or fails to renew dealers. These laws also prohibit 
manufacturers from exerting excessive pressure or from forcing of goods on their 
dealers.” 

North Carolina, Tennessee, and Rhode Island represent three States that have 
recently enacted franchise legislation. No cases have been decided 


under this 
recent State legislation to date. 


State legislation, however, is said to be the principal reason that many auto 
mobile manufacturers have reverted back to 1-year franchise agreements. The 


w"A new car dealer can’t sell the cars he already has, but the factory keeps shipping to 
him relentlessly.” Business Week, April 3, 1954, p. 104. 

U.S. v. General Motors et al. (121 P. 2d 376, 383 (7th Cir.. 1939)). In the latter part 
of 1925 General Motors decided to exert pressure on its dealers to require them to use 
GMAC facilities. In 1926 GMAC business rose 245 percent. See comment, 30 Ind. L. J 
311, 313 (1955). See also the cases cited in note 3 ante. 

2Adolph A. Berle, Jr., The 20th Century Capitalist Revolution (New York: Harcourt 
Brace & Co., 1954). 


‘See discussion 63 Hary. L. Rev. 1010, 1020 (1950). 
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manufacturers insist that they must be free to deal with their dealers as they 
please.“ 

It seems obvious that the American economy is now basically a “group” economy. 
The major economic decisions are made by relatively small groups in both labor 
and industry. The concentration of economic power which started about 1900 has 
cotinued into recent times. Since 1946 there have been 7,500 major mergers in 
volving over $20 billion in corporate assets. Less than 1 percent of all mannu- 
facturing corporations account for the bulk of American business. 

The future of small business in the modern economy is in doubt. It appears 
that it may take strong public policy to save small business from abuse or destruc 
tion by the groups that both have and exercise economic power in the modern 
economy. 

It is difficult (if not impossible) to rationalize the present franchise agreement 
situation as being one which will work in the public interest in the long run. The 
legal concept “freedom of contract” is based on assumptions that are comletely 
unrealistic where automobile franchise agreements are concerned. 

If the goal of public policy is to work toward some type of free enterprise com 
petitive economy, the present automobile franchise agreement relationship must 
be changed. <A free enterprise economy cannot logically permit a small group of 
giant corporations to so completely control the economic destiny of such a large 
group of small business enterprises. If, however, concentrated economic power 
and control must be accepted then those exercising it must be made accountable 
for its exercise in both legal and economic terms. 


PART II. THE MODEKN FRANCHISE 


For convenience of discussion it is desirable to discuss the franchises under 
several broad headings. Emphasis is on substance rather than form. 

The franchise agreements analyzed are those that were in use in 1954 except 
in the case of Ford. Ford introduced a completely revised franchise in January 
of 1955. During 1955, other manufacturers have announced some special moii- 
fications of their franchise agreements. These changes are not analyzed in this 
study. In the discussion to follow the provisions of the 1955 Ford franchise 
agreement are frequently used for illustration purposes. The Ford franchise 
represents one of the most recently revised franchise agreements. 

Designation of the relationship and duration.—Ford, Studebaker, Chrysler, 
and Kaiser Motors still appear to have franchises of indefinite duration (subject 
to cancellation provisions). General Motors, American Motors, and Packard 
have returned to the 1-year franchise (unless cancelled sooner) that was in use 
prior to 1920. 

In 1947, one of the officials of General Motors stated that State laws “. . . lim- 
iting the freedom of action by the factories in replacement of dealers” was the 
reason why General Motors switched to the 1-year franchise agreement.” This 
official further stated: 

“To protect our own interest, and we also make heavy investments in our 
part of the business, we adopted a 1-year contract which we are not obligated to 
renew if that course of action seems necessary.” ” 

In addition to possible advantages under State laws, the more general ad- 
vantage of the 1-year franchise agreement (from the manufacturer’s view 
point) is that it reduces the already rather remote possibility that the manu- 
facturer will be held liable for damages to a dealer whose franchise has been 
terminated. The manufacturer simply allows the dealer’s franchise to expire 
under its own terms. If the dealer later sues, the manufacturer is in a strategic 


position to argue that any judgment given for the dealer would interfere with 


or 
I 


reedom of contract” and the manufacturer’s rights as a seller to deal with 
buyers of its own choosing.” 


‘See the speech by Mr. Coyle of GM in October 1947, before the Tri-State Automotive 
Dealers Convention, Atlantie City 

*This statement was made by Mr. M. E. Coyle, executive vice president of General 
Motors, in a 1947 speech before the Tri-State Automotive Dealers Convention held in 
Atlantic City Excerpts of this speech are renorted in Business Relations Institute, Auto 
mobile Dealers Franchise Agreements and Factory-Dealers Relations (Princeton, N. J., 
1948), p. 23 

8 Loc. cit He added that “This has been disturbing to some of the dealers who aré 
carrying large investments in their franchises and operating on a 1-year contract.” 
7 See Hudson Sales Corporation v. Waldrip (211 F. 2d 268 (5th Cir., 1954). 


See note, 
63 Harvard Law Review, 1010, 1021 (1950). 
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The modern franchises of all manufacturers still expressly state the dealer is 
not an agent. Additional provisions usually stipulate that: 

“The requirements of this agreement as to facilities to be supplied by dealer, 
is to the conduct of the business of dealing in company products and as to re- 
lationships between dealer and others are intended only to protect the good 
name, goodwill and reputation of company, to assure company that its products 
will be made available to the public and that service facilities will be made 
ivailable to users of its products, and to assure or inform company of the financial 
stability of dealer. This agreement contemplates that dealer shall acquire 
dealer’s own place or places of business, facilities, and equipment in accordance 
with dealer’s own discretion and shall purchase company products as dealer’s 
wh and resell them to customers selected by dealer, all in conformity with the 
equirements and limitations herein specified but otherwise in dealer's own 
discretion. Except as herein specified, nothing herein contained shall impose 
iny liability on company for any expenditures made or incurred by dealer in 

reparation for performance or in performance of dealer’s obligation under this 
igreement.”” 

If the foregoing provision is taken to reflect the mutual intention of the par- 
ties, it is obvious that they are to deal at arm’s length. In other words, the 
lealer is described in such a way that a reader of the provision would have to 

melude that the dealer is an “independent” businessman. 

Dealers duties.—The dealer’s duties as to facilities and stock are substan- 
ially the same in the modern franchise agreements as they were in the earlier 
greements. The dealer agrees to maintain facilities and stock to the “satis- 
action” of the manufacturer. No terms in the modern franchises stipulate that 
he manufacturer can ship without order. One 1954 franchise expressly pro- 

ided no cars would be shipped except on the dealer’s written order.” 

All of the franchises contain provisions relating to the amount of capital the 
ealer will maintain in the dealership. Some of the agreements provide the 
dealer will leave his profits in his business (or take such other steps as the 
manufacturer may direct) in the event the dealer’s working capital becomes 
ess than the amount the manufacturer “deems necessary.” ” 

The dealer’s duties related to terms of purchase are basically the same as they 
ere by 1910. Relative to dealer’s orders the 1955 Ford franchise provides 
he dealer will: 

“Furnish company each month, on the date or dates desigrated by company, 
n order or orders for the number of vehicles dealer will purchase during the 
ext succeeding month, and in connection therewith or separately, as requested 
hy company, estimates of dealer’s requirements of vehicles from company for 
ich succeeding months as company from time to time may request.” * 

A prior provision stipulated, however, that: 

“Company shall give careful consideration to each order received from dealer 
for a company product, but company shall not be liable in any respect for failure 
to ship or for delay in shipment, whatever the reason therefor, or for shipping 
over routes or by means of transportation other than as specified by dealer.” ” 

As has been previously indicated, some of the express provisions imposing 
selling restrictions on the dealer were removed at the request of the Department 
of Justice in 1949. Although the vast majority of the dealers still in fact handle 
only the product of one manufacturer, in theory (according to the terms of the 


% Taken from sec. 28 of the 1955 Ford franchise. The other manufacturers include 
similar provisions. Some manufacturers (General Motors and Packard for example): pos- 
sibly go a step further with provisions stipulating that the manufacturer will not be liable 
for dealer expenditures even if factory representatives made any “suggestion” or “recom- 
mendation with respect thereto. * * **’ The Packand franchise expressly states that the 
parties are “vendor and vendee.” 

% Hudson franchise. The franchise also provided, however, that the dealer was obli- 
gated to keep a stipulated number of new cars and current models on hand at all times 
ind that he was to carry on his business to the satisfaction of the manufacturer. 

oe See the General Motors and Kaiser franchises for good examples of these types of 
clauses, 
See. 11 (g) of the 1955 Ford franchise. 
22 Sec. 3, 1955 Ford franchise. 
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no longer required to give exclusive representation 

possible exception 
al Motors, Packard, and Studebaker have express provisions designed 
ontrol the maximum prices their dealers charge consumers for new ears, 
ra visions are the most extensive in this connection. They 
t General Motors dealers give itemized invoices with each 
\ iiso, they expressly stipulate the dealer will recognize the 
omer’s right to buy a new car without having to purchase optional equip- 

nt or accessories.” 
Phe 1955 Ford franchise provides: 
“Conmpany reserves the right to make sales to others (including without limita- 
other dealers) without obligation or liability of any kind to dealer, and 
ler reserves the right to make purchases from others without obligation or 
iability of any kind to company.” * 
All other provisions relating to the duties of dealers were in substance the 
me as they were in the earlier franchise agreements previously discussed 
» franchises are still drawn so that dealers make no express promises to take 
a definite number of car. It seems obvious that dealers’ duties in this con- 
nection are purposely omitted by the manufacturers for two reasons: (a) if 
finite duties were imposed on the dealers the courts would probably impose 
corresponding duties to make delivery on the manufacturers; and (0) the manu- 
facturers do not need legal commitments from their dealers because economic 
ctors coupled with termination provisions in the franchises guarantee that the 
r ll perform to any extent that the manufacturer deems desirable. 
nufacturer’s duties All of the modern franchises provide dealers will re- 
eive a refund (on new cars still in stock) in the event the wholesale price is 
owered Ford, General Motors, Nash, and Kaiser franchises also provide for 
some allowance to the dealer in the event of model changes. The other manu- 
facturers do not include terms to this effect.” 

Even with the foregoing provisions, however, there have been few basic changes 
since about 1910 in the franchise provisions relating to selling duties assumed 
by the manufacturers. The modern franchises still include clauses designed to 
exempt the manufacturers from all liability to their dealers because of late de- 
livery or because of nondelivery of cars. 


All franchises (except possibly one) provide that cancellation automatically 
cancels all unfilled orders.” Literally construed, this clause would seem to pro- 
ide that the manufacturer can escape liability for nonperformance in any situ- 
ition simply by giving notice of cancellation. 


The current Studebaker franchise still contains a provision that the dealer agrees not 
to handle competitive cars and parts (as determined by company) without first consulting 
with Studebaker. The Studebaker, Hudson, and Willys (Kaiser) provide the dealer with 
an exclusive territory (except in the case of metropolitan dealers). Each dealer agrees not 
to sell cars in another dealer's (same make) exclusive territory. Unlike the provisions in 
use before 1949, however, no duty is imposed on the manufacturer to police their dealers 
and impose monetary penalties. As a practical matter there is no effective territorial 
protection for modern dealers. 

* Sec, 20, 1954 Chevrolet franchise. 

>See. 2, 1955 Ford franchise. Did recent antitrust rumors have anything to do with 
the latter part relating to the rights of the dealer? This latter part did not appear in the 
1954 Ford franchise. Since 1949 automobile dealers have received only nonexclusive sell- 
ing rights in the various franchises. The 1955 Ford franchises provide that dealers will 
make the customary new car warranty to customers. It is said this clause was introduced 
as an indirect means of curtailing bootlegging. The franchised dealer who bootlegs the 
car must bear the costs of warranty service. See Anti-Bootleg, Business Week (January 
22, 1955), p. 32. 

2 General Motors added a “Metropolitan Area Addendum” in 1953 which provides that 
the seller agrees not to appoint additional dealers in metropolitan areas (50,000 or more 
population) without first making a survey and giving each dealer in such metropolitan area 
60 days’ notice of any proposed change in the number of dealers in such area. Studebaker 
includes a similar provision. 

Some dealers say that some manufacturers have either appointed or threatened to 
appoint “stimulator” dealers in the territories of dealers who are not reaching adequate 
retail sales volume. This information was secured by personal interview with a limited 
number of dealers 

7 Kaiser limits this to new cars purchased within the preceding 6 months. 

®It is likely that Hudson introduced similar provisions following its 1954 merger with 
Nash 

22'The General Motors franchise provides (in certain cases) that the manufacturer will 
use its best efforts to fill all dealer orders which have not been filled at the time of termi- 
nation. The amount of cars to be sent after termination cannot exceed the amount the 
dealer took in the 90 days preceding termination. The legal effect of this provision is 


uncertain. 
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In addition, all of the manufacturers (except possibly one) include provisions 
which expressly deny any liability to the dealer for nondelivery.” Some fran- 
chise also provide that dealer estimates and dealer quotas are not to be con- 
sidered orders. For example, the 1954 Packard franchise provides: 

“Seller shall from time to time advise dealer of dealer’s delivery quota. The 
quota is the number of units which seller estimates to be the reasonable annual 
total sales potential ot Packard products by dealer. The quota is not an order 
or agreement to purchase by dealer nor an agreement to sell by seller * * *. 
it is specifically agreed that seller will not be obligated to accept orders for 
Packard products or to allocate or furnish Packard products to dealer in any 
specified number regardless of dealer’s delivery quota, or any other quota which 
may be established.” ™ 

General Motors, Nash, and Hudson franchises include terms giving their 
dealers the unlimited right to return new parts and accessories for cash or credit 
refund within 30 days after delivery. The franchises of the other manu- 
facturers only provide (if provision is made at all) that parts may be returned 
by the dealer if the manufacturer gives its consent in advance to such return. 

Collateral provisions.—As has been previously stated most of the changes in 
the automobile dealer franchise agreement have been in those provisions that 
vovern termination of the agreement. Under modern franchise terms most manu- 
facturers are required to give 90 days’ notice if they cancel a dealer.“ Dealers 
ire usually required to give less notice; but the franchises vary in this respect.” 

Under the terms of all of the modern franchises, the manufacturers agree to 
buy back all new cars and new parts (generally, new parts for the four preceding 
models) that canceled dealers have in stock at the time of cancellation. There 

s some variation in the terms found in the various franchises in this connection- 
particularly concerning the obligations to repurchase parts.” 

Most of the manufacturers now agree to buy back certain special tools—usually, 
only those purchased within 12 months preceding cancellation. There are aiso 

me variations as to the extent of this liability.” 

Most manufacturers agree to purchase certain recommended signs from the 

inceled dealer. The price to the manufacturer of such signs is to be fixed by 

utual agreement. If no agreement can be reached it is usually provided that 
an arbitrator will be appointed.” 

lord and General Motors agree to assume a part of certain lease obligations 
the canceled dealer might have. None of the other manufacturers include pro- 
visions to this effect. 

There is considerable variation in the various franchises concerning the manu- 
facturers’ obligations where the dealer dies or resigns. Ford and General Motors 
have provisions which give designated qualified survivors limited rights to con- 
tinue the dealership. None of the other manufacturers inciudes similar provisions. 

In some of the franchises the manufacturer’s duties on termination are less 
extensive (or even nonexistent) where the dealer returns (or cancels) the fran- 
chise. The Ford and General Motors franchises, however, do not limit the manu 
facturer’s obligations to repurchase simply because the dealer is the one that 
takes steps to terminate the franchise. 


“The General Motors franchise (sec. D) first provides that the 
for circumstances beyond its control listing the customary excuses for nonperformance 


> seller will not be liable 


(i. e., material shortages, labor trouble, etc.). 


The provision then continues: “* * * or 
wher 


delivery is prohibited, prevented, or delayed, whether or not arising out of seller’s 
and dealer hereby releases and discharges seller from any and all liability for any 
nd all damages and losses arising from the failure of seller to fill any orders placed here- 
under.” Does this quoted part release General Motors from all liability for nondelivery 
whether or not a good cause exists? 

81 Sec. 41, 1954 Packard franchise. For somewhat similar quota provisions see the 
Willys franchise (sec. 5) and the Nash franchise (see. 4). These types of provisions fur- 
nish additional evidence as to why the manufacturers do not need (or want) fixed legal 
commitments from their dealers. 

* Studebaker is required to give only 10 days’ notice. Packard and Kaiser are required 
to give 60 days’ notice. 

8’ General Motors, Ford, Hudson, and Packard dealers are required to give only 30 
days’ notice. Chrysler and Nash dealers must give 90 days’ notice. Kaiser and Stude- 
baker dealers must give 60 days’ and 10 days’ notice respectively. 

Packard charges the dealer a 15-percent handling charge on parts repurchased. Kaiser 
is obligated to repurchase parts for only the preceding two models. Studebaker is only 
obligated to repurchase parts delivered to the dealer within 6 months preceding the effective 
date of cancellation. 

% Studebaker, for example, does not agree to buy back any special tools. 

tudebaker and Packard assume no obligations as to signs. 

* The General Motors franchise, for example, specifically extends its termination obliga- 
tions to include terminations due to cancellation by the dealer, death or incapacity of the 
dealer, or any failure to renew the franchise. See secs. 26, 27, and 28 of the 1954 General 
Motors franchise. 
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The “Independents” are trying to retain all of the dealers that they possibly 
can. In a 1954 interview, one of the officials of one of the “Independents” was 
asked why his company did not try to attract new dealers—particularly by offer- 
ing more liberal termination provisions, In answer to this question this official 
stated: 

“We would like to give 3-year franchise agreements and give better repurchase 
provisions on termination; but we are afraid such provisions would leave some 
of our dealers freer to switch over to one of the big companies. We have had 
quite a few of our best dealers pirated anyway.” ” 

All of the franchises contain provisions which permit cancellation on imme- 
diate notice if certain enumerated events should take place. Some of the fran- 
chises provide that’the agreements can be canceled for cause if the dealer fails 
to perform to the satisfaction of the manufacturer. Other franchises provided 
for cancellation at any time, with or without cause. 

Senator O’Marronry. Next witness. 

Mr. Burns. J. Ed Travis, of St. Charles, Mo. 

Mr. Burns. And Senator, when Mr. Travis concludes his testi 
mony, some citizens of the State of Missouri who are not Genera] 
Motors dealers have asked permission to testify, and we have granted 
them that permission. They want to make a statement to this com 
mittee with respect to Mr. Travis. 

Their names are Clyde H. Martin, who is president of the Missouri 
Automobile Dealers Association, and his home is in Springfield, Mo. ; 
Mr. Rowland Pundmann, of St. Charles; Mr. Herbert C. Sanford, 
president of the St. Charles Savings Bank; and Mayor Henry ( 
Vogt, of St. Charles. 

Senator O’Mationrey. Senator Hennings. 

Senator Hennines. May I make a very brief statement relating to 
this matter? 

Senator O’Matronery. Certainly, Senator Hennings. 

Senator Hennineas. As the chairman of this subcommittee knows, 
I am also a member of this subcommittee, but I have been precluded 
from coming to ae very valuable and illuminating hearings be 
cause of the fact that IT have been presiding over another subcommittee, 
of which the dist cada chairman of this subcommittee is a member, 
and this afternoon I must preside over the hearings of the Immigra 
tion Committee, another subcommittee of the Judiciary Committee: 
and the following day I must go to the hearings on internal security, 
which is another subcommittee of the Judici: iry Committee. 

Senator O’Mauonry. Well, it was the Immigration Subcommittee, 

y I say, which evicted us from the Judiciary Committee room. 

Senator Henninos. I want the chairman to know that that was 
done before this responsibility was fixed upon me. I hope it won't 
prejudice the testimony here today unduly. 

My statement is going to be very brief, because I understand Mr. 
Travis was introduced yesterday to the members of this subcommittee. 

Senator Witey. Did you know he was a good Republican? 

Senator Henntves. I heard rumors to that effect, but they haven't 
been substantiated, and because of other things I hear about Mr. 
Travis, I am disinclined to believe there is very much substance to it. 

Senator Winey. After the performance by two Democratic Sena- 


3 This statement was reconstructed from notes taken during a confidential personal inter- 
view held on April 15, 1954. 
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tors, I hope. Mr. Travis, that your good judgment has not in the 
slightest degree been interfered with. 


STATEMENT OF J. ED TRAVIS, JR., TRAVIS SERVICE CO. 


Mr. Travis. That remains to be seen. 

Senator Ilennines. I think the Senator of Wisconsin, you will 
find, is a man of very liberal views in respect to political matters. 
And although he claims to be a Republican, some of us don’t think 
he is really one at heart all the time. 

Mr. Martin is here, Mr. Chairman, who is president of the Missouri 
Automobile Dealers Association. Mr. Martin is from Springfield, 
Mo. And as Mr. Burns said, Mr. Pundmann, and Mr. Sanford, and 
Mr. Zimmer of St. Louis. And I want to mention last, but certainly 
not least, the distinguished mayor of the city of St. Charles, Mayor 
Vogt, who will testify. 

These gentlemen, needless to say, Mr. Chairman, are outstanding 
men both as citizens and businessmen. They are here indeed, some 
of them, testifying as a matter of public interest, as to the satisfaction 
of the General Motors in the conduct of his business and their business. 
He was presented 2 2 years ago with an award. 

Mr. Travis. Three years ago. 

Senator Hennincs. Three years ago. And that award was in the 
form of a silver tray, 1 am advised, and bears the inscription: 

The proud roster of Buick Dealers distinguished for their sales achievement 
for a quarter of a century or more. 

So much for that, Mr. Chairman, except to say this. St. Charles is 
a flourishing and very old community, and, of course, the capital of 
Missouri was at St. Charles, Mo. 

Senator O’Manoney. Senator Hennings, the witness offers—— 

Mr. Travis. I am not putting that tray into the record. 

Senator O’Manoney. We will return it to you. 

Mr. Travis. Thank you, sir. 

Senator Witry. Do you want to keep it ? 

Mr. Travis. Well, just as a remembrance. I do not think that 
probably Buick will be giving out more silver platters, if you will 
pardon me, Senator. 

Senator Henninas. I am very glad to have you give that as evi- 
dence of General Motors’ tender feelings for you at one time and their 
realization of your vi alue as one of their represents itives. 

Senator Witey. Who signed this? 

Mr. Travis. The general sales manager. 

Senator Henninas. Mr. Travis’ father before him had this agency, 
Mr. Chairman, back in 1906; and some 35 citizens of the city of 
St. Charles, including a minister, a banker, president of Lindenwood 
College, and many others at some hearings conducted in the State of 
Missouri, made their appearance and praised Mr. Travis as one of the 
fine outstanding citizens of their community. Iam very glad to add 
my few words to all that has been said, and all that will be said about 
him, and to commend to him and to the other gentlemen from my 
State who have come here, the hospitality which, I am sure, this chair- 
man and this committee will extend to them, and the understanding 
of the problems which they are to present here today. 
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sh that I could be here again this afternoon to hear all of these 
nian te tify, but I have promised to preside over the other 
nes whi lh | hie ntioned. 
hank you very much, Mr. Chairman, and I wish to let this suffice 
iy statement for the time being, sir. 

Senator O’Manonry. Very well, Senator Hennings. 

Mr. Burns? 

Mr. Travis. Thank you, Senator Hennings. 

Mr. Burns. Mr. Travis, Senator Hennings has indicated that your 
ee has been in the Buick business since about 1906. Will you tell 
us briefly the hi ang of the relationship of your family and yourself 
as a Buick dea le 

Mr. Travis. Ww ll, my father took a contract for Buick in northwest 
Missouri in 1906, and on May 15, aa I moved to St. Charles, Mo., 
which is a short distance west of St. Louis, and took on the Buick 
franchise, which I have held up until October 31 of this year. 

Late that fall or early the next spring we took on a General Motors 
truck franchise. 

Mr. Burns. Was that in 1920? 

Mr. Travis. 1920 to 1921, I am not sure of the date: also the Cadil- 
lac franchise. 

Senator O’Manonery. Was this a new operation, separate and dis- 
tinct from that which your father founded ? 

Mr. Travis. That is right, sir. My father still held the contract, 
had a major interest in the contract, until the year 1923, at Tarkio, 
Mo., the northwest corner of the State, but I started in May 1920, 
with Buick, added GMC and Cadillac in the late 1920 or early 1921. 


In 1933 during a period of the consolidation of the Buick, Olds, and 
Pontiae division, we also handled a few Olds, and they gave us per- 
manently the Pontiac contract—I say permanently, but there is noth- 
ing permanent, 1 guess, except death and taxes, but we thought it 
was permanent at _ time. 

In about 1941 the distributor for the Cadillac Motor Co. died, and 


Is canceled his contract, and with the cancellation of 
lis contract, it canceled our contract. So we lost Cadillae in 1941, 
and have continued with Buick, Pontiac, and GMC until October 31 
of this year. 

Mr. Burns. Your family dealt in Buicks for about 49 years con- 
tinuously ? 


that automatica 


Mr. Travis. That is right, sir. 

Mr. Burns. Tell us a little bit about the city of St. Charles: de- 
scribe it for the committee, so that it can understand your position 
In the community me he position 1 of your agency. 

Mr. Travis. Well, St. Charles is a town, the 1950 population of 
which was 14.400 wiihe some—it has grown some since then. 

It is 12 miles west of the western boundary of St. Louis, and about 
24 miles from the downtown portion of St. Louis. 

It was settled early by the French; later the Germans came in and 
took it over. It is what we term a “conservative German commu 
nity.” They are thrifty and honest people that do not splurge or 
spe ‘nd money beyond their ability to pay. 

Their credit is good and they keep it good. But it is far different 
from a lot of communities in that respect. 
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Mr. Burns. In what respect does their attitude toward credit affect 
the purchases of cars? 

Mr. Travis. Well, it has affected it adversely in the last few years 
when they have been boosting the terms of credit from a normal 24 
months up to 30, 36, 40, 42, 46 mae; 1 it is pretty hard to induce one 
of the conservative boys to put his signi ieee on any contract o f that 
kind. They just do not believe in it. 

Instead of buying something they feel they cannot afford, they drop 
down and buy something that they feel they can afford. 

Mr. Burns. You mean the extension of credit terms in some com 
munities may increase sales, but it does not work that way in your 
community ¢ 

Mr. Travis. That is oa sir. Although I do not mean to say 
there are not some of them that have signed it. There have been 
some of them that bitte 

Mr. Burns. Describe the facilities which you used, both for the 
sale of the car and also service. 

Mr. waa Well, we started in a location in 1920, and we stayed 
there until August of 1927, when we moved out to a building which 
was only a year old at that time, that had been built a little further 
west from our original location. 

We added a wash rack and lubrication rack between the main build- 
ing and the filling station shortly afte r we arrive d the re. 

In 1946 we bought a buile ling of about eq jual size in which we estab- 
lished a separate body shop for the body service, and equipped it 
with all modern equipment and everything to take care of body 
damages. 

In 1948 we double-decked our parts department in order to conserve 
room and give us additional space to carry a larger inventory of parts. 

In 1950 we put a showease out in front of the “buil ling. The build- 
ing had been set back about 15 feet from the curbline, and there were 
no restrictions on it, so we built a showcase out for the 15 feet in front 
of our original showroom, which gives us a very presentable showroom. 

That same year we bought a lot across the street from our main 
establishment that gave us a very nice used-car display. 

Just last spring we bought a warehouse that we had ‘been renting for 
a number of years for the storage of excess parts, material and cars, 
and so forth. 

So that we had four—there never had been any complaint about 
any of the divisions about our facilities. 

Mr. Burns. And this revamping of the showroom being extended 
was in order to give more space to the presentation of cars so that 
people could see them when they walked down the street ? 

Mr. Travis. Yes, and to better service the automobile and take care 
of the owners that were buying the cars. 

Mr. Burns. Now, you have shown us a plaque, a silver tray. Will 
tell us the circumstances under which you received that tray. 

Senator O’Manonry. Mr. Burns, would you mind if I interrupted 
to ask Mr. Travis who bore the cost of these explanations of construc- 
tion that you have just described. 

Mr. Travis. The stockholders of Travis Service Co., sir. All of 
them were not under the corporate name of Travis Service Co.; some 
of it was borne by stockholders in joint ownership, so far as the real- 
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estate property was concerned, but the same interest, the same money, 
whether it be in the corporation or whether it was individual money. 

Senator O’Manonry. Were these residents and citizens of Missouri ? 

Mr. Travis. That is right, sir. I have had 3 associates since 1927, 
Senator—2 other associates besides myself who were associated 
in this business together. 

Senator OManonry. What was the total investment ¢ 

Mir. ‘Travis. Well, when you speak of investment nowadays Senator, 
It] l] ac ‘ord he to what dol lar you measure it by. 

Senator O’Manonry. Yes, of course. 

Mir. Travis. I would say that a conservative estimate now would 
be somewhere between $250,000 and $300,000, which would be our 
total investment that we have in property and in our business in both 
the corporate structure and in the real estate. 


Senator O'Manonry. How does this plant compare with other 


automob ile plants or other business houses in your community, St. 
Charles ? 

Mr. Travis. Well, in some respects I think we have a superior setup 
than any of them in the town. In other respects I would say that 
we would rate no lower than third as far as facilities are concerned 


? 


mAanvV respect. 


Chevrolet and Ford both have newer buildings than we have and 
] } 


their location 1s altogethe r it micht be considered that they have 
better facilities than we have. 


nk we have one of the best used-car lots in town. It is on one 
of the most important streets in town. 

Senator Hrennines. For the record, may I ask, Mr. Travis, how 
many stockholders have you? 

Mr. Travis. Three. 

Si ankor Henninos. Three stockholders? 

Mr. Travis. Yes. 

Senator Hrnnines. Which you describe as your associates ? 

Mr. Travis. That is right. 

Senator ITenninos. And you are incorporated under the laws of 
Missouri ? 

Mr. Travis. That is right. 

Senator Hrnnines. As a Missouri corporation. When were you 
orporated ? 

Travis. 1927 

Senator Witry. What is your capital? 

Mr. Travis. Our a is $100,000. 

Senator O’Manionry. Was any complaint ever voiced against this 
plant of yours by the manufacturer ? 

Mr. Travis. I would not say any real complaint. It was suggested 
that we might improve our showroom prior to the time that we im- 
proved it. It was suggested that we might increase our service fa 
cilities about the time that we increased our body shop, or opened 
our body shop. 


\f» 


Senator O’Manonry. These suggestions were made by whom? 
Mr. a By represe ntatives of the Buic k divi ision. 


Senator O'M 7h y. And did you carry out the suggestions ? 
Mr. Teves. I did, sir. 
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Senator O’Manonry. Was any contribution made to the expense? 

Mr. Travis. The only possible thing that might be called a contribu- 
tion was during 1950 when we put on the showroom an added used-car 
lot. General Motors had some what they called extra cars, over and 
above their allotment that was left to the discretion of the zone man- 
ager to dispose of. And we got a few extra cars from which we sold 
and got a reasonable profit. That would be the only contribution, if 
that could be called a contribution. 

Senator O’Maionry. These were cars which were given to you, over 
ind above your allotment ? 

Mr. Travis. That is right, sir. 

Senator O’Mauoney. For your sale? 

Mr. Travis. That is right, sir. 

Senator O'Mauonry. Did you receive the cars without any payment 
to the Buick division 2 

Mr. ‘Travis. Oh, ho, no, indeed. Cash on the barrelhead. 

Senator O’Manoney. You paid for them. 

Mr. Travis. That is right, sir. 

Senator O'Manoney. The contribution then was the right to sel] 

iem ¢ 

Mr. Travis. That is right. 

Senator O°Manonry. Above the allotment which had previously 
been anted ? 

Mr. Travis. That is right. We had been very, very short of auto- 
mobiles ever since 1946, up to that time. We had never been able to 
cet a large enough allotment to get anywhere near our place in the 
ndustry that Buick maintained. 

In fact, in 1948, we were in ninth place in the industry, so far as 

cistrations were concerned, with even Kaiser in eighth place. 

Senator Henninos. I understand that General Motors had nothing 
to say about Mr. Travis losing his franchise except that his perform- 
ince was inadequate. ‘That is perhaps his testimony, and he might 
elaborate somewhat upon that to determine just how inadequate his 
performance was. Isthatacorrect statement ? 

Mr. Travis. That is correct. 

Senator Hennines. That is what they told you? 

Mr. Travis. The only thing that was told to us on June 27—I might 
just recount, if I may, the things that happened. 

On June 27 

Senator O’Manoney. What year? 

Mr. Travis. 1955. Mr. Barbata, the zone manager of the Buick 
division, called and wanted to know if I would be in town the following 
morning, and I said that I would be. He wanted to see me. He 
would be out at 9 o’clock. Promptly at 9 o’clock he walked in the 
front door. And the zone manager for the General Motors truck 
walked in another door. I looked at both of them at the same time. 
[t was rather uncommon to see two divisions represented at the same 
time. And I said, “Well, it looks like we will have a meeting of the 
General Motors club.” 

They said, “Yes. Ina few minutes Tom Merriweather, the Pontiac 
zone manager will be here.” 

Our office is not spacious—we do not have many hearing rooms 
like you have here to get lost in. So I suggested that we go out to my 
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home where we could have a little privacy. We went out to my home, 

and there Mr. Bar bata opened up on the fact that we had not deve sloped 
the sales potential in our territory to their satisfaction; that that was 
the only reason that they were not voing to renew our franchise afte: 
October 31. 

I was not greatly surprised, because at Buick previously to that, in 
September of 1954 7 had had an urgent call one morning that I should 
be in St. Louis in 30 minutes to talk to the general manager, that the 
boss wanted to see me. It happened that I did have some other obli 
vations, and other appointments, and I could not make it. I told 
them that I could not make it; that I would be in at any other time 
that could be mutually agreed on, but that I could not be there that 
quickly. 

So after a while the call came back again that I should be there at 
2:30 in the afternoon. I went down. And at that time they shoved 
an addendum to me, asking that I sign prior to our annual contract 
meeting, which was to be held on the 29th of September that year. 

In August, around the first of August each year, we were notified 
by mail, for the attention of the division, whether or not our contract 
would be renewed. I had had the renewal notice from all three of 
the divisions that they planned to renew the contract at the expiration, 
October 31. 

Senator O’Manonery. What was the date of those notices ? 

Mr. Travis. Around the 1st of August, Senator. I did not preserve 
those because they were routine and every dealer in the area got them. 

Senator O’Manoney. What year was that? 

Mr. Travis. 1954. 

Senator O’Manonry. On August 1954, you received the customary 
notice that your contract would be renewed. 

Mr. Travis. That is right, sir. 

Senator O’Manoney. From all three divisions? 

Mr. Travis. Yes. The following month I was called to St. Louis 
to this conference and asked to sign a letter, the contents of which said 
that I was a lousy dealer, and that I was not living up to the contract 
provisions of General Motors 

Senator O’Mationry. In those words? 

Mr. Travis. Well, not quite, Senator, but nearly that. I told them 
I did not know whether I would sign it or not; I would have to think 
it over. 

Senator O'Manonry. Do you have a copy of the letter? 

Mr. Travis. I do, sir—a copy of the letter—the later letter that 

Senator O’Manonery. IT mean the copy of the letter that you were 
isked to sien. 

Mr. Travis. Yes, sir. Then the next day, on September 9, I wrote 
asking for a copy of the letter, and IT have a copy of the letter here. 
Although it has these green marks in here, they are my own markings. 
It refers to ny “failure to develop satisf: actorily the sale of Buie k 
automobiles in your area”—under paragraph first and 16 and 25 (b) 
(2). and under 2 there are about 15 or 20 subheads. 

Mr. Burns. May we have the letter read into the record ? 

Senator ( yM ATIONEY. Yes. 

Mr. Travis. Yes. It isdated September 22, 1954. 
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J. EpGAR TRAVIS, Jr., 
lravis Service Co., 
St. Charles, Mo. 

DEAR Mr. TRAviIs: As you requested in your recent letter we are indicating 
below a copy of the letter that will be included with your Buick selling agree 
ment at recontracting time on Wednesday, September 29. 

Your attention is directed to the provisions in the new form of Buick selling 
agreement herewith tendered to you for execution as regards the obligation to 
be discharged on your part, particularly inasmuch as you are not abiding by 
ill of the obligations at the present time. The deficiency is as follows: 

Failure to develop satisfactorily the sale of Buick automobiles in your area 
of responsibility. 

Paragraph 1, and 16, and 25 (b) (2). The new Buick selling agreement is 
being tendered to you for execution at this time by Buick motor division in 
consideration of your representation that you will correct the above deficiencies 
in your operation as promptly as possible. Should you fail to do so we reserve 
ill of our rights under the selling agreement to take such action as might be 
ndicated. 

So that there will be no misunderstanding of your obligation and the con- 
ditions on which the new Buick selling agreement is being executed with you, 
you will please sign and return to us the attached carbon copies of this letter. 
If there are any questions regarding this, please do not hesitate to contact this 
office 

Yours very truly, 
R. B. BARBATA, 
Zone Manager 

Senator Ilennines. What were the deficiencies, Mr. Travis? 

Mr. Travis. According to later reports on it, it amounted to about 
on an average 1 and 11% cars per month that they felt that I should 
high pressure someone into buying more than we were selling at the 
present time. 

Senator Hrennines. How much were you selling at that time? 

Mr. Travis. Well, that will vary according to—for what period 
would you like, Senator Hennings ¢ 

Senator Hennines. Any period that you think would be repre- 
sentative or that you think the chairman would be interested in—a 
period that would indicate something of the scope of it— 

Mr. Travis. We are not—— 

Senator Hennincs. The number of cars that you were selling and 
the fact that they wanted you to sell a car and a half more than you 
were selling. 

Mr. Travis. We are not big dealers. We are in a small community. 

Senator Hennines, I know your place very well, Mr. Travis. 

Mr. Travis. In 1954 we sold 58 Buie ks; in 1953 there were 48 Buicks. 
Then we had Pontiac and GMC in addition to that. But Buick 
were the only ones that have ever registered any compl: ints. 

Senator O’Manonry. What is the popul: ition of St. Charles? 

Mr. Travis. 14,400 and something in the 1950 census. It has grown 
since that. It faces very rapid erowth from here on out , unquestion- 
ably, with the building of the new bridge over the Missouri River 
which has been 

Senator O’Manoney. What was your trading area? 

Mr. Travis. Well, our trading area was largely confined to St. 
(‘harles—the immedi ate vicinity of St. Charles. Across the river 
from St. Charles is about 2 miles of bottom land of the Missouri River. 
The Missouri River separates St. Louis County from St. Charles. 
(nd the bottom land is on the St. Louis County side. 
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St. Charles is the second oldest city in the State of Missouri. It is 
built on the banks of the Missouri River and is the largest town in 
the county. 

In the county there is a total population in excess of 30,000—al 
though the county was not assigned to my zone of influence. 

‘The secon " largest town, Wentzville, was not a part of my zone 
what they called the zone of influence. They mappes over. You 
had to go over Wentzville and go 9 miles be yond the : gap to my zone 

influence at Forest Hill. You would have to go through Went: 7 

fu) has nwny to get 00 Ee Hill. 

senator “O'/Mano EY. Had vou ever before received a suggestion 
‘rom Buick that you ‘Geeaid sell more cars? 

Mr. TRAVIS, We 1 . { \ ould Say SO, Senate I" hol in any WwW ritter 

rm or anythi i ut always ever since IT have been a dealer, they 
ave b Cl) ANX ) 5 ‘ I Si and we have heen ANnX ious for sales. So 
I mieht say they never asked me to sell more automobiles: that would 
be foo hardy. ] do not think any dealer in the country but what ha 
been asked. 

Senator O’Manoney. I mean in this manner. 

Mr. Travis. Not in this manner. 

Senator WiLey. What took place on June 27 more than what 
have said ? 

Mr. Travis. At that time the three gentlemen that I mentioned, 
Mr. Barbata, Mr. Merriweather, and Mr. Butso, and the Buick mar 
also brought along a car distributor by the name of Mr. Rue, for what 
purpose I do not know, but they brought him along also, and after 
Mr. Barbata got through with his ultimatum, I turned to Merri 
weather: “What is your story ?” 

“T will have to say the same as Barbata does,” he said, “that we will 
I tf renew your frane hise come October ol, " 

I said, “I am not particularly surprised at Roy’s statement, but I 
certainly am surprised at you, Tom, because within the last 2 months 
I made a special trip into your office, and we discussed registrations, 
and you evidenced satisfaction with our performance. And it has 
been years since anyone In your org ranization has ever complained of 
our sales or any other department of our business.’ 

Senator Witry. That was Pontiac? 

Mr. Travis. That is Pontiac; yes, sir. 

I turned to Mr. Butso, of General Motors Truck, and I said, 
cuess it is not necessary for you to say anything, because a man woul ’ 
starve to death on General Motors Trucks alone in a community of 
our size. .So if we are not to have Buick or Pontiac, we probably 
would not be too much interested in General Motors Trucks.” 

And he agreed that was true. And that was about the extent of 
that interview. 

Senator Wirry. Did you not say something? 

Mr. Travis. No.sir. I was so struck dumb, Senator, I did not know 
what to say. They did say for me not to say anything. I will take 
that back. T did start to when Mr. Barbata was recounting these 
things that were provided in the contract, that they would fulfill; 
the takine back of the current and ° } previous vears’ parts, the re- 
purchase of accessories that we had purchased in the last 6 months for 
current-model stuff, and the signs and means of identification that they 
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had recommended in writing which would be taken back at a mutually 
agreed price, and there was some mention made of rent—I suggested 
I would get a scratch pad and write down some of these things. 

He said, “Well, you do not need to bother. It is all in your contract.” 

[ said, “Well, it probably is, but I have taken the contract on faith 
through 35 years, and I doubt if I have thoroughly read the provisions 
of the contract in that time.” 

So there was some reference made to rent, which thev had agreed 
to pay on a contract, where there was a lease on the building, to the 
extent of one-half of $2.50 per month per car sold during the year, 
which, in our instance, wouldn’t hardly pay the filling station rent, 
without considering any of the other facilities that we have available. 

Senator Winey. [have to leave. 

May I pursue this with a few questions ? 

Senator OManonry. Yes, indeed. 

Senator Wht y. Llow did you finance your cars ¢ Did you trade 

thGMAC? 

Mr. Travis. Yes, for the most part, Senator. 

Senator Witey. Did you have satisfactory dealings with then 

Mr. Travis. Yes. We never had any trouble. 

Senator Winey. Was there any pressure by them to try to compel 
you to deal with them ? 

Mr. Travis. No, I would say not. 

[In 1930—up to that time we had dealt with our banks; I believe 

was in the fall of 1931 or 1932 that the banks all closed; was it? 

Senator Winery. Yes. 

Mr. ‘Travis. Well, from that time on, we have dealt continuously 
with GMAC on it. 

Senator Witry. It was a satisfactory arrangement ? 

Mr. Travis. I would say, for the major portion, yes. 

Senator Winey. W Ml, now, have you made an appeal, as provided ? 

Mr. Travis. Yes; following this meeting—— 

Mr. Burns. May I interrupt, Senator? If you are asking for facts 
to be de ‘ve loped be fore we get to the appeal, the best w: ay to do it, I 
think, is to read the letter he wrote before the appet al board, — h 
describes the facts from his side, and then bring the rest of it out. 

Senator Witey. I wouldn’t mind waiting, except that I an to 
leave. 

You took an appeal, and IT assume it was turned down? 

Mr. Travis. Yes: I think before I got there. 

Senator Witey. Is Missouri one of those 19 States? 

Mr. Travis. No. We have no dealers licensing law at all. 

Senator Witry. Have you attempted to take any legal remedy ? 

Mr. Travis. I have not, 

Senator Witey. The ke cause for canceling the contract was that 
they claimed you were not selling enough cars? 

Mr. Travis. That is right, sir. 

Senator Witey. Have you had comparisons made between your ¢ 
and the cars of Ford and others that have been sold in your community ¢ 

Mr. Travis. As to the total sold or registered ? 

Senator WitLey. The total sold in the past year or a, before you were 
canceled out ? 

Mr. Travis. That was submitted to them in the brief that T have. 
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Senator Witry. Was it very satisfactory on your part: does it show / 

Mr. Travis. No, it does not show 100 percent satisfaction, as far as 
their measuring stick is concerned. But they use the same measuring 

ck, | understand, for every community; whether it be Westchester. 
New York, or whether it be in the slums of Brooklyn, it is the same 
measuring stick. And my contention is—and I believe honestly so 
that you can’t use the same measuring stick for every community, be 
enuse there are m iny things that enter into that. 

For instance, historically the community that [am in has registered 
from 5 to 7 percent more of their total percentage in the low-priced 
three cars, Ford, Chevrolet, and Plymouth, than the Nation has, or 
our State has. I think the State itself 1s probably about 4 percent less 
than we have in the total low priced three. 

Senator Witry. Do you know who makes this determination? Was 
this made by the district manager ? 

Mr. TRAVIS. | have ho idea, SIP. 

Senator WiLrEy. 7] hey didn’t tel] you?! 

Mr. Travis. No, sir. 

Senator WILrEy. They didn’t bring to your attention how this was 
irrived at? 

Mr. Travis. No. 

We didn’t know whether it was arrived at at a zone level or a re- 
vo onal level, or whether it was at the division level. The only thing 
that I have is a letter from Mr. Hufstader which says that each divi 
sion decides for itself. But when 3 divisions walk in on you at the 
same time and you get notice of cancellation from the 3 divisions in the 
ame mail, you sometimes wonder whether or not they are so far 
divided, as far as their actions are concerned. 

Senator Witey. One other question. Has there been any other 
difference ? 

Mr. Travis. Personal differences, you mean ? 

Senator Winey. Yes. 

Mr. Travis. No, sir, there have not been. 

Senator Witey. With any of the three men, or men representing the 
company 4 

Mr. Travis. No,sir. As far as I know, there have been no personal 
differences in any way, shape, or form. 

Senator Winry. Did they give the impression that they didn’t make 
the decision. that someone else did ¢ 

Mr. Travis. | would say probably Pontiac and GMC gave me that 
impression. Buick did not. But it could well be that he was carry 
Ing out a mandate on it. He repeated several times—he was the 
spokesman for the group, and he repeated several times there were no 
personalities. 

Senator Winky. He did? 

Senator O’Manonry. You were on a first-name basis with all of 
] 4, 


these ve tlemen / 


Mr. Travis. That is right, and all the previous zone managers that 
ey have had in 35 vears. 
Mr. Burns. [think it would be very useful if we changed the order 
Slightly and let Mr. Travis read while Senator Wiley is here this letter 
: the questions which Senator Wiley has asked about this 
appeal. It will only take a few minutes. 


4 
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Senator Witry. You read it. 

Mr. Burns. This is a letter dated September 8, 1955, from the 
Travis Service Co., Buick and Pontiae sales and service, of St. Charles, 
Mo., to the General Motors dealer relations board: 


GENTLEMEN: Your appellant is the Travis Service Co., of St. Charles, Mo., and 
this presentation is made in its behalf by J. Ed. Travis, Jr., its president. 

This is an appeal to your board, in accordance with the General Motors dealer 
relations board policy procedure from the respective notices, and determination 
by the Buick, Pontiac, and GMC truck divisions, of General Motors Corp., that 
our contracts expiring October 31, 1955, with these divisions, would not be re 
newed. We have conformed with the preliminary procedure prescribed, by re- 
quests for reconsideration to each of the divisions. (Copies of such are sub- 
mitted herewith. ) 

Your acceptance of this appeal, and setting a date for a hearing, indicates a 
recognition that our position has merit, and we shall attempt to herewith and 
in oral presentation substantiate such a conclusion. 

We accept as applicable to our entire situation the principle, referred to by 
Mr. H. H. Curtice, in his letter of February 24, 1954, to General Motors distribu- 
tors and dealers that, “ * * * there are three equities involved in the marketing 
of automobiles, the customer’s, the dealer’s, and the manufacturer’s.” These 
equities emphasize the respective responsibilities that the manufacturer and 
dealer have to the customers and the mutual responsibilities that exist between 
the manufacturer and dealers. 

In this appeal we would like to demonstrate that we have attempted, and 
we believe successfully, to fulfill our equity in our responsibility to our customers 
ind to the manufacturer, but that in its equity toward us, the manufacturer 

as failed in its responsibility. 

In the presentation of our position we are only able to defend ourselves 
against the reasons for the refusal to renew the contracts, assigned by the 
Buick division, as repeated requests to Pontiac and GMC truck for such reasons 
failed to obtain a response. However, while the action taken by each appears 
o be individual to the division, the simultaneous personal visits of the repre- 
sentative of each, and the receipt of the letters of notification from each, on 
the same date permit only one conclusion, that is, that their respective actions 
were the resuit of concerted decision. Moreover, a review of the events ex- 
perienced by the company during the past contract year, and just prior thereto, 
indicate a pattern designed to climax in the final action. 

We believe our letter of appeal to your board set forth many supporting 
reasons for our position, and we should like to incorporate that appeal and our 
letters to the several divisions as a part of this presentation, and to record 
as well, other prior letters and documents. These we are submitting under 
separate cover. 

Our contract history: The writer was associated with a Buick family since 
1906. lis father was interested in a contract at Tarkio, Mo., from 1906 to 
1923. The writer has held a Buick contract at St. Charles, Mo., from 1920; 
a GMC truck contract from 1920; and a Pontiac contract since 1933. 

Our community : St. Charles County (population 30,000) is generally a farming 
county, and the city of St. Charles (population 15,000) has business and manu- 
facturing, with its business serving as well the surrounding farming commu- 
nities. It is adjoined by St. Louis County on the east (population approximately 
200,000) and is some 12 miles west of the city limits of the city of St. Louis 
(population approximately 900,000). (Our zone of potential does not, however, 
cover the entire county as a map of such county heretofore submitted and argu- 
nent hereinafter posed will disclose.) Its population is conservative, and selling 
methods, practices, and standards used in the adjacent county and city of St. 
Louis would find no acceptance among its people over the course of time. 

Our situation: In our entire history we have accepted and acted in accordance 
With the principle referred to in Mr. Curtice’s letter above referred to. The 
recognition of and adherence to these equities and the proper discharge of our 
respective responsibilities has established in our community good will for us 
as a dealer, for the manufacturer, and for its product. That good will, we have 
‘elt, Was essential to the sale and distribution to our customers. We have 
tuken an active part in civic activities—individually and as an organization 
und treated each customer as an individual with whom we wanted to continue 
business—and our success in this respect is evidenced by the many who have 
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remained loval to us from our beginning; by the help offered us officially and 
by customers and business interests in our community when information as t 
the cancellation of our contracts became prematurely known. 

We believe that over the years we have fulfilled our responsibility to the manu 
facturer in honest, conscientious, progressive merchandising, within the ethics 
and standards of our community. As we have pointed out in our history above 
we have under contract served Buick since 1920, GMC truck since 1920, and 
Pontiae since 1933, all within the city and county of St. Charles. This service 
has not been confined to lush years—it has been through good years and lean 
yeurs—through depression and golden years. We have never asked or selected 
choice years or markets, but acce pted each market and economic situation as we 
found it—and our service was, on the whole, accepted as fulfilling our responsi 
bility by the many zone managers who have supervised us, and by the corporation 
with a few criticisms or suggestions of change. In fact, only recently, even withir 
this contract year, both GMC and Pontiac expressed satisfaction with our merch 
andising of their products 

Hlowever, even before the current contract was in effect a determined effort by 


Buick seemed set upon the objective that was eventually to end in the nonrenewal 
notice. 

by letter from the zone manager (September 9, 1954 and others) we were ad 
d that we were not abiding by our selling agreement, and the deficiency cited 
was “Failure to develop satisfactorily the sale of Buick automobiles in your area 
of respons bility v 


Viner 


Later, and before the nonrenewal notice, registrations in our county were cited 
as a basis for the criticism heretofore given; while a first glance at these registra 
tions would seem to lend weight to the criticism, an analysis of them does not bear 
out its validity. For instance, we are charged with responsibility for sections 
distant from our deale rship location, when spheres of responsibility of others are 
within such distance. Many of the registrations are indicative as competitive 
actually from the address of competitive dealerships in our own city. We do not 
believe that the manufacturer has applied to product market analysis in our 
county, methods and principles in keeping with the modern and scientific prin 
ciples it applies in the research and development of its products. We further 
believe a true comparison of actual purchases within our sphere of responsibility 
would establish the fact that our merchandising job is better than that shown by 
the Buick report cited. In fact, in the periods from November through July 1954— 


5D, we delivered 25.5 percent more automobiles than through the same period a 
ear prior. 





During the period since the matter of our performance was first questioned, and 
since signing the current contract, we have endeavored in every way to improve 
our services and selling; we have improved our shop; doubled our sales force; 
trained new personnel; and developed and extended our advertising; and we are 
adequately financed to meet your standards and we believe we are meeting the 
current challenge of aggressive distribution. True, we have not lowered our 
principles or standards of honest business dealings—but we do not believe this 
either necessary or desirable for our continuance in business or service, and in 
our responsibility to our customers or the manufacturer. 

During this period criticism and harassment, instead of helpful suggestion 
and assistance, has apparently been the program of the zone office. 


For instance, 
Messrs. Barbata and 


Loggins appeared on one occasion, in the absence of our 
Inanagement, and in the hearing of one of our customers, told one of our sales- 
men that we were not offering our customers discounts sufficiently competitive ; 
on another occasion the zone personnel “called us” for failing to erect tool 
boards received only the day prior; but most hurtful was the leak in information 
that our contracts were not to be renewed which caused us, as early as June 
1955, to lose our parts department manager, our billing clerk and 3 mechanics 
who heard the rumors as to our situation, and who wanted to make permanent 
connections. It has amazed us to find that the information as to the nonrenewal 
of our contracts had become widespread in the industry almost the instant the 
advice had been given us. 

An examination of the true situation of the past several years (criticized by 
the present zone manager) will indicate that allocations (and it is here per- 
tinent that from 1946 through 1953 we were never allocated sufficient Buicks 
to gain market leadership, and that we always had unfilled orders at the zone 
office—and never refused any cars allocated to us) and, as we have pointed out 
above, registrations give no true answer to the picture. 
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Yet, despite our long-continued history, our performance, our adoption of 
improvements suggested, our increase in sales of 25.5 percent over the past 
indicated year, we were notified simultaneously of the nonrenewal of all 
three contracts—with no alternative to have a period of liquidation or to have 
assistance in any liquidation. We are left to suffer immediate and ultimate 
irreparable damage, and discredited as a business organization and in personal 
eadership in our community. In this drastic, and we believe unwarranted 
ction, we believe the manufacturer has failed in its equity and responsibility 
to us aS a dealer. The ultimate success of both the manufacturer and dealer 
lies with the consumer. Current news stories and editorial comment do not 
end the same favorable prestige to the manufacturer that it enjoyed in past 

nes, and the goodwill of each dealer in each community, working together 
with the manufacturer, will be necessary to overcome the unfavorable comment, 


nd continued goodwill—an increased advertising budget alone cannot do the 
h 
We submit that upon unbiased examination of our historical contract per- 
formance, our present and immediate past years’ progress, improvement, and 
nerchandising of automobiles, commensurate with the availability of market 


ind standards of our community, we are entitled to more consideration and 
ecognition than the drastic treatment afforded us—and we believe that renewal 


if all of the contracts should be offered to us. 


Respectfully submitted 


(Signed) J. Ep Travis, Jr. 

When was the hearing held at the dealer relations board? 

Mr. Travis. On September 8 in Detroit. 

Mr. Burns. And you had previously submitted another letter giv 
ng substantially this same information to the dealer board ? 

Mr. Travis. Not only to the board but to each division separately 

ul been submitted letters of appeal—the procedure on dealer rela- 
tions is that after your official notification, you file with the general 
ales manager of that division the letter or a brief or whatever it may 
he setting up reasons you think the decision has not been fair, and you 
so state. 

Senator O’Marronry. May I interrupt you, sir? Off the record. 

(Discussion off the record.) 

Senator O’Manonry. We will have a short recess. 

(Short recess taken.) 

Senator OManonry. Are you ready to proceed, Mr. Burns? 

Mr. Burns. Yes, sir. 

Senator O'Matrroney. I would like to ask the witness whether or 
not he signed that first letter that was presented to him? 

Mr. Travis. Whether I signed the receipt of it or signed an ack 
nowledgment as to its accuracy, Senator? 

Senator O’Mauonry. That is right. 

Mr. Travis. I may have signed a receipt of having received it, 
but I never signed it acknowledging that it was true. 

Senator O’Matrionry. You did not then comply with the request ? 

Mr. Travis. That is right, sir. I did not, and went to the 

Senator O’Mationry. As a preliminary to the renewal of the 
contract ? 

Mr. Travis. Understand, Senator, they had offered me the contract 
(August 1 without any strings on it. Then after they had offered me 
the contract, they tried to tie the strings on it. 

Senator OMaroney. Well, the offer of the contract was made 

Mr. Travis. In August. 

Senator (YVManonry (continuing). Without strings in August 
1954, 

Mr. Travis. Right. 
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Senator O'Manonry. And it was in June 1955, that the strinys 
were attached / 

Mr. Travis. No; it was in September. 

Senator O'Manoney. | beg your pardon. 

Mor. Travis. Of the same year. 

Senator O'Manroney. Of 1954. 

Mr. Travis. Before the contract meeting on September 29. 

Senator OManonery. That is right. And then it was that you were 
asked to sign this acknowledgment of deficiency of operation 4 

Mr. Travis. Right, s 

Senator O'Mantonry. That is to say, you were to say, “T am to 
blame, i ani to byl: tne D 

Mr. Travis. That is right, sir. 

Senator O'Mattonry (continuing). “And nobody else is to blame? 

Mr. Travis. That is right, 

Senator OManonry. You ‘did not make that acknowledgment? 

Mr. Travis. No, sir. 1 have acknowledged receipt of the letter, 
carbon of this letter; I have not found the carbon copy. 

Senator O'Manonry. Well, the request was, as you read that letter, 
that you should sign the carbon copy and return it to them as an 
acknowledgement. 

Mr. Travis. As an acknowledgment of my receipt of it, not as to my 
acknow ledement as to its correctness. 

Senator O’Manonry. Very good. That is what I wanted to know. 

Mr. Travis. Origin: ily it was not in the form of a letter, Senator, 
that they originally w: anted me to sign. 

Senator O’Manonry. Then did any other letter follow ? 

Mr. Travis. Follow? 

Senator O’Manonery. Did you write any other letter? 

Mr. Travis. Yes. I wrote a letter following telling them what | 
had done, what steps I had taken to try to cor rect the deficienc y. 

I told them that I would not sign letters such as they proposed or 
addendum such as they proposed. 

Senator O’Matrionry. Do you havea copy of that letter? 

Mr. Travis. Yes. sir: 1 do, sir. 

Senator O’Manonery. I am going back to this because we went on 
to your appeal a little bit out of order. 

Mr. Travis. This is October 4, sir. 

Senator O’Manonry. Will you read it, please. 

Mr. Travis. This is addressed to Mr. R. P. Barbata, 3615 Olive 
Street, St. Louis, Mo. Itisas follows: 

Dear Roy: At the contract meeting you submitted a statement to me, of which 
you had sent me a copy, and I declined to sign it because as it was written I was 
telling you and you not telling me and it included some paragraphs that I could 
not agree with. It also did not give you anything you don’t already have in 
your signed contract. 

I told your Mr. Simpson I would be glad to outline the steps we have taken 
to try to bring our registrations up to your desires. 

We are switching our parts manager, Cy Redell, to sales. He has had some 
experience and has a large acquaintance and I believe will make a good man. 
We will have to hire a parts manager to fill his job, before his full time can be 
diverted. Late in October Melvin Boschert finishes his course of GMI and 
will enter sales. That will give us four full-time men on sales plus a part-time 
used-car salesman. This is considerably more manpower than we have had 
in the past. 
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In the last year we have resurfaced our used-car lot and installed a new 
lighting system. 

We are planning our internal work to get our used cars on the lot with the 
least possible delay. 

We have another graduate of GMI, Fredrick Boschert, who is now in service 
and should be back by late summer. I have asked him for a commitment as to 
whether he wants to sell when he returns and should know soon. 

I must admit that in the 37 years I have been a dealer, I have never operated 
on a market such as we had this year and which is indicated for next year. 
it is hard to meet all these changes overnight. 

In the postwar era until just recently, we have had to merchandise our cars 
to get a profit for we were limited in number even when our nearby market was 
in a discount market at the time. 

I believe we have been good representatives for Buick for 34 years and with 
i little patience on your part can do the things you want done. 

Sincerely— 


Senator O’Manonrey. I was attracted by one phrase that you used, 
and I want to make clear what the meaning of this phrase is. 

In the first paragraph—this is the letter of October 4, 1954, addressed 
to Mr. Barbata, you say: 

I declined to sign it— 
meaning that original letter which you have already put in the ree- 
rd - 

Mr. Travis. That is right, sir. 

Senator O’MAHONEY (reading): 


I declined to sign it because as it was written I was telling you and you not 
telling me and it included some paragraphs that I could not agree with. 


Do you mean that this letter was written by somebody in the Buick 
motor division and it was handed to you by Mr. Barbata to be signed 


by you as though it had been composed by you? 

Mr. Travis. No, I do not think that. Tt was — to me orig- 
inally in the form of an addition to the contract, or a provision of 
the contract, and then was later submitted to me bes the form of the 
letter. 

They wanted me to sign the original as being part of the contract. 
In other words, as an additional part to the contract, my telling them 
that I was deficient in everything that they claimed that I was de- 
ficient in. 

Senator O’Manoney. That was the letter that you—— 

Mr. Travis. Refused to sign. 

Senator O’Manonry. That you referred to here? 

Mr. Travis. That is right, sir. It is the same contents but it was 
not in the letter form but 

Senator O’Manonery. This time it was put in letter form to be 
signed by you, though prepared by them? 

Mr. Travis. That is right. 

Senator O’Manonry. You may proceed, Mr. Burns. 

Mr. Burns. In your letter of September 8, to the General Motors 
dealer relations board, you stated that: 

In the presentation of our position we are only able to defend ourselves against 
the reasons for the refusal to renew the contract signed by the Buick Division, 
as repeated request to Pontiac and GMC Truck for such reasons failed to obtain 
a response, 

Well now, do you mean by that that you went before this dealer 
relations board to present your reasons why they should not refuse to 
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renew it, and you did not know the reasons why Pontiac and GM( 
were refusing to renew 

Mr. ‘Travis. That is exactly what I mean. And if you would like 
I could read a short paragr: iph from each letter that was addressed to 
the divisional heads asking the reasons. 

In the letter of July 16, addressed to Mr. H. E. Crawford, Pontia: 
Motor Division, Pontiac, Mich. 

Mr. Burns. Would you read that part of it in which you asked 
for information so that you could know what charges you had t 
meet before the dealer rel: itions board ? 

Mr. Travis (reading) : 

We would like to have you state specifically wherein we have failed as a dealer 
according to your standards. It is hard to defend a position without charges 
being made. After ¢ al i it is the fundamental American principle to charge a man 
before you can find him guilty. 

There was no answer to that at all. 

Mr. Burns. Did es write a similar letter to GMC Truck? 

Mr. Travis. I did, sir; practically the same wording was used in it. 

Mr. Burns. Did you receive a reply ? ¢ 

Mr. Travis. From neither one of them. 

Mr. Burns. Under the procedure which has been set up for dealers 
to appeal to this board; what is the purpose of the appeal ? 

Mr. Travis. The purpose of the appeal is supposed to establis! 
that the respective sales divisions were either right or wrong in what 
ever action they take. 

Mr. Burns. And were you supposed to be prepared to demonstrat 
that Pontiac and GMC Truck Division were wrong in refusing t 
renew your contract ¢ 

Mr. Travis. Yes,sir. That is what I undertook, what I understood 
would be my re sponsibility. 

Mr. Burns. But you didn’t know what the charges were that they 
were making or the reasons they were giving to their board for re 
fusing to renew 2 

Mr. Travis. That is right, sir. At the hearing, Pontiac developed 
some charges that were strictly trumped up to my mind, and I asked 
fora copy of them and never received a copy of them. 

They were presented in the form of a sales chart and none of thi 
proceedings of their complaint . either so far as that 1s concerned wit 
Buick, although I requested it, I never received the information as 
to what their charges that they had on their presentation were, al 
though they had complete files on all of our charges. 

Mr. Burns. Was this conference which you were called to attend i: 

Louis in September of 1954, the first time that Buick had com 
plained about your sales or market penetration § , 

Mr. Travis. The first time they had officially complained in any 

ay. I won’t say it was not the first time they had ever complained. 
i don’t think they have ever been satisfied regardless of what per 
formances were. 

Mr. Burns. Did they give you indications of satisfaction with you: 
sales performance prior to that meeting at any time? 

Mr. Travis. Well, certainly during the period from 1946 to 1950, 
they were in no position to complain, or even up into 1952, because we 
got all of our cars on allocation. We sold all of the cars we got, and 


~ 





STUDY OF THE ANTITRUST LAWS 3251 


t was only after they got to building them fast enough to run out 
of their ears that they would have had any reason to complain. That 
was given in New Or ‘leans in 1953. 

Mr. Burns. What was given in New Orleans ? 

Mr. Travis. That silver plaque. 

Mr. Burns. Will you read the legend on that tray and tell us the 
circumstances under which you received it ¢ 

Mr. Travis. Well, in 1953, at New Orleans, the Midwest division 

as called to New Orleans for the announcement of the 1953 Buick 
nd at that time they had called it their golden anniversary model- 
their silver anniversary model had been the bathtub model of the 
late twenties, 1929. The inscription says: “Buick’s Golden Anni- 
versary Honors, 1943-53. Awarded to J. Ed Travis, Jr., who joins 
the proud roster of Buick dealers, distinguished by their sales achieve- 
ent for a quarter of a century and more.” Signed, Ivan L. Wiles 
ind A. H. Beltie. 

Mr. Burns. Do you know the positions that those two gentlemen 

cupy ¢ 

Mr. Travis. Mr. Wiles is the president of the Buick Motor Division 

id Mr. Bellie is the general sales manager of the Buick Motor 
Division. 


Mr. Burns. Had you had any indication of satisfaction from the 
1> 


Pontiae or GMC Truck division with your performance ¢ 
Mr. ‘Travis. Well, I have here a picture of the then zone manager 
ho has since become the regional manager of Pontiac, that in this 
une year, December—no, this was in December 1950, after we had 
celebrated our 30th anniversary by giving a community party, they 


fered L pa nting of Chief Pontin to those dealers who were viving 
ati factory ervice and satisfactory finance and satisfactory sales. 
That was given as a distinguishing mark of the eal who were 
loing an outstanding job for Pontiae Motor Co. 

They reserved the right at any time that a person failed in living up 
to the claims oO f bein ig a eood Ponti: ac dealer under those standards. 
that they could come in and repossess l he ( ‘hief Pontiac picture. Well, 
hey left the picture. 

Senator O’Manonry. May I ask, sir, whether the portrait contains 
i representation of Chief Pontiae’s knife scalping ? 

Mr. Travis. No, I don’t believe it is there. He has his hand in the 

like he has kind of given up on it, Senator. If you would like 

to see it, sir—|] vughter]. 

| ee ay when the y came out to get their sions and ¢ special tools 
ind thine . they forgot all about Chief Pontiae and had to come back 
bout a week later and pick it up. [ Laughter. | 

As late as January and February of this last vear, I was not looking 
for trophies or anything, but this h: appened to he on my desk and I] 
happened to see it just before I left. ‘They gave us a little presenta- 
ion: “Travis Service Co., 2 winner in the Pontiac tiptopper campaign, 
January and February y 1955.” 

I am sure I could de hes into the old files and find m: iny more things, 
but IT hardly had room to bring much more stuff than I brought. 

Senator O’Matrionry. What was the tiptopper campaign ? 

Mr. Travis. It was a sales campaign, sir, carried on in the St. Louis 
zone. 
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Senator Om \HONEY. So in January and February 1955 you were 
pl Oo aul 

Mr. Travis. Twas a tiptopper. [| Laughter. | 

Senator OMatnoney. You didn’t make that yourself, did you? 


i | 


( 
Mr. Travis. am afraid not. I think that would be rather expen 
sive to make in single sii 1 don’t mean that 1 was the only one in 
rot one of these, Senator. I think there were 


( 
} 
i 


the United States that 
probably a few others distributed. But it would be a little hard for 
me to make it. 

Mr. Burns. Do you have any other instances of commendation from 
these divi s10ONS ¢ 

Mr. Travis. Well, we had not altogether commendations, we had 
some condemnations, whenever we would sel] a Buick we should 
have sold a Pontiac, and whenever we sold a Pontiac we should have 
sold a Buick. 

There is intense rivalry between the two divisions on it and P ripe ac 
did give us enough cars to maintain their position in the postwar 
And we were selling more Pontiacs than we were Buicks inet that 
era, when nationally Buick was outselling Pontiac. 

We have had further difficulties so far as their service, with com 
plaints of our service. Our service has always been outstanding as 
service operations go. We were always above the “— average in 
fixing and carrying our fixed expenses with service, but they were 
constantly haranguing that we should get more and more of our fixed 
coverage from expense so thet we could sel] ore and more automobiles 

less and less profit, 

Their idea was that if we could pay all of our expenses out of service 
then we could give the automobiles away and still made a reasonable 
return. 

It does not work that way in arithmetic but that seemed to be their 
feeling in the matter 

Senator O’Manoney. Are you saying that it was formally expressed 
to you that it would be desir able for you to reduce your profits on the 
sale of cars and make an effort to carry your expenses by the repairs 
and the service charges you made to car owners who came to your 
shop for such service / 

Mr. Travis. That is right, sir. I might go this far on it. Here 
was a letter that I wrote after a criticism. I did not mail the letter to 
them on it, because I just did not want the retribution that it might 
bring from their receiving the letter, but they have a measure of 
measuring the service work based on the amount of dollars per job card 
that you se ll. 

The orig of job cards you sell is supposed to be based upon the 
number of 4-year owners that you have in your territory. So in Sep- 
tember the Bae k dealers in the St. Louis zone wrote from 23, that 1s, 
to 36 job cards per new car delivered. So you may have a comparison, 
we wrote 67. The year to = average through September on the 
zone Was 35 top against our 

Our customer labor sale— -we sold—was $8.38 per job card against 
$8.87 for the zone average for the month. Ours was only $7.30 against 
$8.42 for the 9 months. 

The percentage of re pair orders to 4-year owners, on the year to 
date, we were writing 76.2 percent of the 4- year owners against the 
zone average of 44.6 percent. 
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o if you will translate that with a little different measuring stic] 


K 


nd not trv to sell pe ople stuff that thev did not need, in order to write 


cards. and get a lower penetration. we were of the firn 

we still believe, that we are doing a better service to the 

it nity and to the individuals by w ritine more job cards to more 
our customers and selling them only what they do need. 
It was suggested that we were selling too many minor tuneups. We 
ight just as well sell the major tuneups which were more expensive 


| get more money into the Inbor sales. 


Senator O'Manonry. Was that suggested to vou orallv or in 
writing ? 

Mr. Travis. I believe I have it in writing, sir. IT can’t lay my hand 

if at thre moment, but | believe I have it. I would be olad TO check 

to it. without delay. 

Senator O'Martonry. Please check. 

Mr. Travis. All right, sir. 

Mr. Burns. In your letter vou referred to a period of criticism and 
harassment. with reference to Messrs. Barbata and Loggins. Will you 
llustrate what vou meant by that ? 

Mr. Travis. Well. thev knew very definitely that I, being a football 
enthusiast, was very enthusiastic about football. And, unfortunately, 
in 1954 Buick chose the same day for the announcement of the new 
Buick as the homecoming at the Universitv of Missouri. The an- 
nouncement started on Thursday and ran through until Saturday 
night. T was on the job from Thursday up until late Saturday morn- 
ing, and having been invited to a homecoming party at Columbia, and 
having sufficient help to leave the situation with, I took off for Colum- 
bia and the homecoming and football. 

At 3 o’clock that afternoon, Mr. Loggins, the assistant zone manager, 
ind Mr. Barbata, the zone manager. paid the first visit thev have ever 
paid to our establishment. And the boys didn’t know where I was, 
but they knew very well where I was. 

At that visit Mr. Barbata, in a loud voice—I think that was the 
time he made the remark that our discount was not sufficiently com- 
netitive—said to get on the phone and eall the man to get him to drive 
the car to church in the morning, don’t let it sit around here, get busy 
and get rid of it. And also, ina loud voice he inquired of the salesman 
if he knew how much profit there was in that deal. The salesman told 
him he did ot. that he would have to see Mr. Webe r, our sales man- 
ager, on it. 

We eventually got the deal that Mr. Barbata was tearing his hair 
about, at $100 better than he wanted us to take it. But we felt we 
did have a right to select our own deals, somewhat. 

That is just one instance. 

In another instance, they came in and we did not have quite the 
nice tool arrangement that we should have had, so we bought some 
expensive pasteboards with holes in them, with hooks, that vou could 
hang the tools on. And they came in one day—although we had 
ordered them with hooks, the hooks had not appeared, so we had no 
way of putting the tools on, and the day after we got them the service 
representative called and raised all kinds of Cain because we didn’t 
have them up. 
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Mr. Burns. Did Mr. Barbata ever talk to you about how muc! 
allowance you should make for used cars, or how much profit margi: 
you shoul | make on — ars you were selling ? 

Mr. Travis. Well, in several instances he tried to bring out that 
the market today was a matter of volume, that if you would sell 10 
times as many as the profit that you would make on 1, everything 
would be rosy and you would get rich. But I don’t think it went quite 
as far as 10 to 1, but I think in 1 instance he said 4 of them in th: 
place of 1, that if we would sell 4 to 1 and make less profit on each 1, 
that we would eventually come out at the right end of the horn. 

Mr. Burns. He discussed with you the amount of profit that yor 
shoul 1 make if you sold 4 cars, as compared with the amount of profit 
per unit you would make, if you sold 1? 

Mr. Travis. That is right, sir. 

Mr. Burns. What figures did he use, do you recall ? 

Mr. Travis. I believe it was much more than the zone average. As 
I remember, I think he suggested that we sell 4 at $450 against 1 that 
we had sold in the previous period under consideration, I think, at 
SHO00 to S650 profit. 

Mr. Burns. When did he say that? Do you have any recollectior 
as tothe approximate cate ? 

Mr. Travis. I believe that it was in January of 1955. 

Mr. Burns. Was there any statement as to how you could get 4 
customers to buy the cars, in place of the 1 you were trying to at ? 

Mr. Travis. The customers were all knoc king down the doors to 
buy, according to them; all we had to do was agree to sell it the way 
they wanted, and they would buy it. 

Mr. Burns. Was that the situation in your hometown? 

Mr. Travis. No: far from it. 

Mr. Burns. Now, we have a statement from the memorandum to the 
Buick motor division, prepared for this dealer relations board by 
Buick motor division, which makes the statement : 

A review of this dealer’s performance was made for the past 31% years as 
follows: 1951, units lost 15, out-registered by Mercury and Pontiac; year 1952, 
units lost 12, out-registered by Pontiac and Mercury; 1953, units lost 27, 
out-registered by Mercury, Dodge and Pontiac; 1954 through June, units lost 13, 
out-registered by Plymouth, Mercury, and Olds. This dealer was advised that 
this performance was very unsatisfactory to the Buick motors division, and 
it was absolutely necessary that improvement in market penetration be obtained 
starting immediately, 

That is dated September 8, 1954. 

Now, were you told by anybody in the Buick motors division that 
you had lost units in these various years 4 

Mr. Travis. I believe at the end of December, when they sent out 
the R. L. Polk sheet, it contained a number of what they considered 
units lost. 

Now, what they mean by that, I don’t know. When you lose a unit, 
there is no definite definition of it in their contract or anything else 
that I know of. 

Mr. Burns. What did you understand it to mean ? 

Mr. Travis. Probably that it would take that many additional sales 
to bring us up to national average. The national average, when we 
get there, our coming up brings everybody else up, and the only way 
you can get to national average is to get a hundred percent, eventually. 
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Mr. Burns. They referred to you being out-registered by Mercury 
ind Pontiac. What did you understand that to mean ? 

Mr. Travis. I understand it to mean that we did sell more Pontiacs 
than we did Buicks. We had more Pontiacs during the postwar 
period than Buicks. We had a lot of people riding Pontiacs that 
earned to like them, that probably would have liked them if they had 
been privileged to buy them in the period from 1946 to 1952. 

Mr. Burns. Do you understand this to be a complaint that you 
were not selling as mi ny Buicks proportionately as you were Pontiacs / 

Mr. Travis. Well, it would seem that it is from their statement 
on it. 

Now, there is another thing that was mentioned in the brief that 
has very materially to bear on that, and that is the fact that there are 
many registrations from the city of St. Charles that are not in the 

Charles market. 

nie are close to a metropolitan market area, and the dealers will 
register the car from a St. Charles address, dealers who do not live 

n the area of responsibility at all, so that it shows a larger potential 
han the territory has, and shows registrations that do not belong 
here at all. 

Mr. Burns. Well, would this imply that your Buick sales were 
<upposed to compete with your Pontiac sales ¢ 

Mr. Travis. Yes, I would think that it would. 

Mr. Burns. And you were competing with yourself ? 

Mr. Travis. That is right. 

Mr. Burns. And whichever one of your sales outdid the other, then 
vou had to lose one of your de: alerships for not keeping up with that? 

Mr. Travis. As I said a while ago, when we sold a Buick we should 
iave sold a Pontiac, and whenever we sold a Pontiac we should have 
sold a Buick. 

Mr. Burns. Now, in another memorandum from the dealer relation 
tile of General Motors is this statement: 

General Motors truck and coach division feels that although Travis Service 
Co.'s performance in the sale and service of its products has not been unsatis- 
factory, there is not sufficient potential to continue with the Travis Service Co. 

an exclusive basis, and accordingly General Motors truck and coach division 
is cooperating with Buick motor division and Pontiac division in the replacement 
of this dealership 

Had you been told at that time when you went down for this hearing 
in Detroit that the General Motors truck division had not found your 
sales unsatisfactory ¢ 

Mr. Travis. No. All that they said was that they were not going 
to renew it. When we requested the reason for nonrenewal we had 
no response. 

Mr. Burns. Also in the file of the General Motors hearings is this 
statement from the Pontiac division: 

Dealer has not developed satisfactorily the sale of Pontiac motor vehicles in 
the dealer’s area of responsibility. 

Had you been told that before you went down to the hearing? 

Mr. Travis. I had been told exactly the opposite, that within—well, 
not within a month of that time, for that was September, but within 
a month of the time or 6 weeks of the time that they first announced 
to us in June, they were perfectly satisfied with it. 
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Mr. Burns. Will vou give the date of the hearing and tell 
is present 4 

Mix. Ty RAVIS. September 8, 1955. 

Mr. Burns. Where was it held ? 

Mir. Travis. It was held in the General Motors Building in Detroit; 
Harlow Curtice, Bill Hufsts ader— : 

Mr. Burns. Let us identify each of these as you mention them. 

Mr. Travis. Mr. Curtice is president of General Motors. Bill Huf 
tader is vice president of General Motors and, I believe, responsibk 
f he sales or the dealer relations in General Motors; Mr. Hopkins 
the secretary, and there were two other gentlemen whom I do hot 
know who they were. ‘They were introduced, but I am not too accurate 
in hearing, and I do not know who they were. 

Besides that there were 5 or 10 division men. | did know some of 
those, had met them personally and had known them for a long time 
Mr. Belfieand Mr. Nash and Mr. Waddel, all of Buick, and the general 
sales manager of General Motors truck, 2 or 3 others. 

The Pontiac boys I did not know at all, not of the real top echelon. 

Mr. Burns. Tell us briefly what took place at this meeting. 

Mr. Travis. Well, I will be as brief as I ean. 

We went in and I started to give them each a copy of the corr 
spondence we had had with the individual divisions, and Mr. ¢ —— 

aid that would not be necessary, that they had all had copies of 
so I started to read the presentation that you have there, and I got 
lown to the first page where T said that “I am glad you see some 
merit to our case,” and he said, “Well, wait, I don’t want you to think 
that because we are hearing you that we see any merit in your case.” 

I said, “Well, Mr. Curtice, I am not trying to estab lish that as a 
point, but your dealer relation bulletin gives you the privilege of 

‘reening the cases, and those without merit you do not need to hear, 
o merely your hearing it to me meant that it must have some merit.” 

He said, “Well, I don’t want you to think that it has some merit.” 

So | proceeded from there. We were interrupted several different 
times on it when I made that presentation. At one time I told Mr. 
Curtice, “I don’t know whether you know it or not, but you have many 
many dealers who are unhappy,” and he said, “Well,” he said, “all thi 
dealers I talk to are just as hap py as they can be.’ 

And I said, “Well, vou must have talked to different dealers tha 
I do because the ones that I talked to will have an awfully hard time 
figuring out why a dealer can only make 1%» percent return on his 
sales, with a factory maki ing considerably better than 20 percent. 
They are not satisfied that there is an equitable division of the profits 
of the industry.” 

And he said, “Where do you get those figures?” 

I said, “I get them from NADA,” and he said, “Well, you cannot 
depend on those figures, on NADA figures,” and I said, “I have always 
found them accurate in the past, and those are the only figures we 
have to v0 by.” 

At one place in the hearing | said, “Mr. Curtice, I think that at 
least a dealer of 35 years could expect there would be a chance at 
orderly liquidation,” and he said, “You will be”’—he started to say 
“given” and someone to left of him coughed, and he said, “Now, I 
don’t want you to think that this decision had been made before you 
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vot up here.” Iam sure he did not want us to think it had been made 
hefore we got up there, but you are the 1 dge as to whether it wa 
or not. 

Mir. Burns. You referred in your letter to a leak of information 
about vour contract as early as June 1955 which, I believe, is the date 
when you were told officially, but orally, that your franchises would 
not be renewed, 

Mr. Travis. That is right. 

Two ad: lys after we were or: ally notified by the three divisions that 
oul fray chise W oul not be rene wed, one ot ni salesmen came in and 

ked me about it. Hesaid that a used-car dealer in town had attended 
the used-car au ‘tion at St. Louis and came home with the information 
that none of our three franchises would be renewed upon their ex 
piration on October 31. 

I told him, as lL told everyone after that, IT said that is a possibility, 
we do not know. ‘There is no way that we can answer honestly on it 

d. of course, we could not answer it until after we had been able 
ton ake al 1 appe ral through the General Motors board, as provided. 

Mr. Burns. Was any comment made at this dealer relation board 
it which the president of the company was there to hear your plea 

,to W hy your contract should be renewed when you pou hte “l out that 
ipparently a decision had already been made at a lower level that it 

aus not voiIng to be rene wed and the result was that you were losing 
vour sales « mployees and other employees / 

Mr. ‘Travis. There was no comment made on their part at all on it. 

| mentioned it there because immediately after that happened we 
started losing our employees that were looking for permanent con 

ecbtions. 
Some oy our employees had been with us 25 and 30 years, quite a few 
them, and we were a stable organization. 
We were not one that hired and fired—we tried to get a good man 
nd to hold on to him. But immediately after this happened we lost 
our parts man, we lost our billing clerk, and we lost two mechanics, and 
it just ruined our organization from then on out. 

Mr. Burns. That was before you even had the hearing to determine 
whether you were going to be renewed ? 

Mr. Travis. Before we even had the official notice from them in 
writing. We had had the notice, the oral notice. 

The only implication that I could take from it must have been that 
they were looking for someone for a fast stimulator dealer from the 
auction to take the franchise in St. Charles. 

Now, that has not developed. There still is not a Buick dealer in 
St. Charles, although there has been a Pontiac-GMT dealer appointed. 

Senator O"Manonry. When did the contract expire ? 

Mr. Travis. The 3ist of October, Senator. 

Mr. Burns. Less than a month ago? 

Mr. Travis. Less than a month ago. 

Senator O'Manonry. They are still without a Buick dealer? 

Mr. Travis. That is right. 

Mr. Burns. What sales volume had you been doing in these years 
In your company? 

Mr. Travis. Well, that would range, of course—Last year we did 
$578,000 and the year before $622,000—-oh, excuse me; did you say in 
units ¢ 


¢ 
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Mr. Bt RNS. No, 1th dollar volume. 
Mr. ‘Travis. I thought you said that. We sold on an average of 

about half a million dollars for the last 5 years. That is gross sales 

to , 

Mr. Borns. The amount of volume that you were doing in your 

establishment . 

Mr. Travis. There is something that I should clear up in the record. 

We were talking about profits a while ago. We had reference to 
gross profits, not to net profits. There is a great difference in tl 
automobile business between gross and net. 

Senator OManonry. What correction do you want to make iy 
your statement ¢ 

Mr. Travis. Merely the addition of the fact that the figures that we 
were speaking of were gross profits and not net profits. 

Senator O'Manonry. Very well. 

Mr. Burns. That is all of the questions that I have of this witness, 
Mr. Chairman. 

Senator O’MAnonry. Have you made your full statement, Mr. 
Travis? 

Mr. Travis. As far as I know I have, Senator. If there are any 
questions that IT could answer or anything that T could furnish vou 
further, I would be most happy to do so, 

Senator O'Manoney. Do I understand that the Pontiac dealer has 
entered St. Charles / 

Mr. Travis. That is meht, sir. Pontiac and GMC, a combination. 
They have given 1 man the 2 contracts. 

Senator O’Manonery. Is that dealer a St. Charles resident ? 

Mr. Travis. No, he is a resident of St. Louis. I think he mtends 
to become a resident of St. Charles. He may be a resident by now. 
I don’t know but his home was in St. Louis. 

Senator O°Manoney. Was he previously in the General Motors 
field ? 

Mr. Travis. Not as a dealer. He was with a Chevrolet firm, I be 
lieve, as their sales manager. The Chevrolet firm closed up and he 
came to St. Charles. 

Senator O’MAnonry. What use is being made of your plant? 

Mr. Travis. We are using it to take care of some of our customers 
that have had correction work that we were unable to get done before 
the November Ist deadline and to service customers that have been 
loyal to us all of these years, and devoting every minute that we can 
for the return of the things that the contract provides for, their ac- 
cepting for credit. Otherwise, their offer of rent has been very 
inadequate to begin to pay anywhere near the value of the real-estate 
viulue. 

My rough estimate on it is that they will take probably in the re 
turn of parts and signs and stuff not over 5 percent of our assets; 
that would be their responsibility under the contract. 

Senator O’Manoney. We are very much indebted to you, Mr. 
Travis, for your presentation. 

Mr. Travis. Thank you, Senator. 

Senator O’Manoney. I have no additional questions myself. Per 
haps later. Those who accompany you will testify this afternoon, I 
understand. 

Mr. Travis. That is right. 


it 
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Senator O'MAnoney. It may be that further questions will be 

ked. 

The committee will stand in recess until 2:30 o'clock, 

Mr. Moore. May | ask permission to have Mr. Travis clear up one 
pomt ¢ 

1 think there is still a miuisunderst: mding its to the profit picture 
» that all of the figures that he has been quoting here are strictly 
cross, and not net. | would like for him to elaborate just a little bit 

that: what his salary was, matters like that 

Senator O'MAHONEY. Let him do that after recess, please. 

Whereupon, at 1:10 p. m., a recess was taken until 2:30 p.m. of 
e same day.) 


PPTERNOON SESSION 


Senator O’Mationry. Mr. MeTTugh, are you ready to proceed ¢ 

Mr. McIiuau. Yes, sir. 

Senator O’Mationry. Call the first witness. 

Mr. McHueu. Senator, there are several citizens from Mr. Travis’ 
ommunity whose names were read out this morning, who have re- 
quested an opportunity to appear here on his behalf. The first is Mr. 
Clyde H. Martin, president of the Missouri Automobile Dealers As- 
ociation, of Springtield, Mo. 

Mr. Martin. 

Senator O’Maironey. How do you do, Mr. Martin. 

Mr. McHugeu. State your name and address, please. 


STATEMENT OF CLYDE H. MARTIN, PRESIDENT, MISSOURI AUTO- 
MOBILE DEALERS ASSOCIATION 


Mr. Marrin. My name is Clyde H. Martin, Springfield, Mo. 

Mr. McHueun. What is your position, Mr. Martin? 

Mr. Martin. I am preside nt of the Automobile Dealers Association 
of Missouri, and I am also a Chrysler-Plymouth dealer in Springfield. 

Mr. McHvuan. How many dealer members are there, approximately, 
In your association ¢ 

Mr. Martin. There are approximately a thousand, sir. 

Senator O’Mationry. How manly dealers in the State / 

Mr. Marrin. I would say roughly 1,100 to 1,200, sir, new car fran- 
chise dealers; yes, sir. 

Senator O’Manoney. So that you have the large majority of all 
the dealers ? 

Mr. Marvin. I would say at least 80 to 90 percent, sir. 

Mr. McHvuen. Was this situation involving Mr. Travis called to 
the attention of your association / 

Mr. Marrin. Well, sir, it first came to our attention at the fall board 
meeting of our associ: MOM, on October 25, 1955. And at that time, 
we first heard what I would call the Travis case, the Travis story. 

There were 30 members of our board present on that occasion, and 
they were deeply shocked to find that somebody whom we respected 
and admired, and whom we feel to be exemplary of the type of man 
that should be in business, could be so summarily dismissed by Gen- 
eral Motors. And so we passed a unanimous resolution conde mning 
this action, and asking that it be brought to the attention of Congress, 
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brought to the attention of NADA, and broueht to the attenti 
(reneral Motors ¢ Olp. 

We sent a co] \ of the resolution to Senator Monroney’s commniitt 
or Senator Monroney, and it was acknowledged. And we also se 
copies to NADA, and they acknow le leed It. We have had no ue know 
edement from General Motors 

Mr. McIlvuan. Do you have a copy of that resolution 4 

Mr. Martin. Yes, 1 do. I would be glad to leave it with th 
committee. 

Mr. McHueu. 1 wonder if you would read that resolution for thy 
record, Mr. Martin. 

Mr. Marrin. It is rather lengthy. Do you want me to read it, 01 
give you the substance of it ? 

Senator O’Manonry. Suppose you read it. 

Mi. Martin (reading) : 


Whereas the directors of the Missouri Automobile Dealers Association have 
just learned with deep regret that the Buick, Pontiac, and GMT divisions of 
General Motors hive simultaneously and concertedly notified J. E. Travis, Jr., 
doing business as Travis Service Co. of St. Charles, his current selling agre¢ 
ments with those three divisions will not be renewed, in effect, canceling all of 
his franchises ; and 

Whereas Mr. ‘Travis has been a General Motors dealer for the past 35 years, 
during good times and bad, and when products of General Motors Corp. were 
not always favored with public acceptance ; and 

Whereas the Buick division has given as a reason or pretext for such can 
cellation Travis’ alleged “failure to develop satisfactorily the sale of Buick 
automobiles in your area of responsibility,” specifically referring to the years 
1952 and 1953; and 

Whereas the facts are that while General Motors Corp. exercised sweeping 
control over shipments of new cars to dealers during the 4 years immediately 
following World War II, General Motors Corp. showed absolutely no concern 
with respect to Travis Service Co.’s position related to national average, and 
each model year’s buildout or cleanup found unfilled orders of Travis with 
the Buick division, and the records support that from 1946 to 1954 Travis was 
never allocated sufficient Buicks to gain market leadership, and further than 
that, registration figures do not accurately reflect the true picture inasmuch 
as they contain many registrations effected for purposes of convenience an 
otherwise of the purchaser : and 

Whereas as little as 90 days prior to notification of cancellation both Pontia 
and GMT divisions indicated their satisfaction with the selling efforts of Travis 
Service Co. ; and 

Whereas during all his business years Travis has practiced what Genera 
Motors preaches, namely, the dealer’s responsibility to the customer and the 
mutual responsibility that should exist between the manufacturer and the dealer, 
and, in addition, Travis has devoted a proper portion of his time to civic duties 
so that he has become a respected leader in his community, and 

Whereas no effort has been made by General Motors Corp. to help Travis 
dispose of tools and special equipment he was required to buy by General 
Motors to service such products, which will cause Travis a serious financial loss: 

Now, therefore, be it 

Resolved, That the Missouri Automobile Dealers Association goes on record 
as strongly condemning the disgracefully shabby treatment of General Motors 
Corp. of its longtime and faithful dealer, J. E. Travis, Jr., and be it further 

Resolved, This resolution be forwarded to the Honorable A. S. Mike Monroney, 
chairman, Senate Subcommittee on Automobile Marketing Practices, to various 
General Motors Corp. officials, and to the National Automobile Dealers Associa 
tion in Washington, D. C., with the urgent request that NADA forthwith conduct 
an investigation of this action of General Motors Corp. to the end that some meas 
ure of relief be granted Mr. Travis and that such treatment will not be afforded 
other dealers in the future, and further, that this resolution and the findings of 
the National Automobile Dealers Association Committee be given such publicity 
as may be indicated. 
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Pegs O’Manonrey. Was this idopted by > vour board of directors ? 
Vir. Marrin. It was adopted by the board of clirectors; yes, sir. 
Senator O MAHONEY. How largea board did you have? 

Vir. Marriex. Our board was composed of 30 members; there were 30 
present that day. And Mr. Tray is. of course, asked to be excused whe 
the resolution was passed. He is a member of our board. 

Senator O’Manoney. You say it was unanimously adopted ¢ 

Vir. MARTIN. Unanim ously adop ited, by a standing vote. 

Senator Winey. Is this a petition to this committee, or to whom ? 

Mr. Martin. Well, sir, the petition actually was sent to Senator 
Mike Monroney, to General Motors Corp., and to our National Dealers 
(ssociation, because we felt that it was a national 

Senator O’Manoney. It is not a petition; it is an expression of the 
opinion of the Missouri Automobile Dealers Association 

Mr. Martin. That is right, sir. 

Senator O’Manonry (continuing). Condemning the treatment 
that was accorded to the Travis Service Co. ? 

Mr. Martin. That is correct, sir. 

Senator O’Manonry. Mr. McHugh. 

Mr. McHven. I have no further questions of this witness, Senator. 

Senator O’Manoney. This represents the view of the Missouri 
denlers:is that correct ? 

Mr. Marrry. It certainly does, sir. It was their elected representa- 
tives. We can't help but feel that if they don’t want a man of his 
standing and his caliber—and you heard the evidence this morning 
the question arises: What type of dealer do th By want to represent 
them ? 

Senator O’Manionry. How long have you been president of this 
organization ? 

Mr. Marrrx. Lam serving 1 year’s term now. 

Senator O’Manonry. When were you elected ? 

Mr. Marrtn. In May of this year. 

Senator O’Manonry. And your dealership is with Chrysler? 

Mr. Marrin. Chrysler, in Springfield, Mo. 

Senator O’Manoney. What is the population of Springfield ? 

Mr. Marrrm. About 86,000, sir. 

Senator O’Manoney. Are there any other Chrysler dealers in that 
community ? 

Mr. Martin. Not inthat community. There are 9 within a 50-mile 
radius of Springfield. 

Senator Winery. Are you an automobile dealer yourself? 

Mr. Martin. Yes: lam. 

Senator Witry. You handle Chrysler ? 

Mr. Martin. Yes, sir. 

Senator Witry. Are you right in that same town? 

Mr. Martin. No: I am in Springfield. It is in the southwestern 
part ofthe State. Heisnear St. Louis. 

Senator Witey. The same size city ? 

Mr. Martin. No, St. Charles is a smaller town, it is about 14.000, 

Senator Witey. I was very much imp yressed with his integrity and 
fairness this morning myse If. And it seemed to me that after years 
of association with that business that he got a raw.deal. On the other 
hand, you are not passing upon whether or not there was justification 
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for their conclusion as to whether or not he was hitting the ball « 
not, are you 4 

Mr. Martin. Well, in our opinion, Senator, we feel that the actio. 
wasn’t justified. I feel that on the evidence that we have had thi: 
— that he wasn’t hitting the ball that measures other tha 

“uncellation might have been taken to correct it. Sut 1 am not ever 
sure that the evidence points that he wasn’t hitting the ball—I an 
not. sure that any dealer in our association wouldn’t have used the 
same methods and accomplished about the same results as Mr. Travis 
That isa hard thing to judge. But he is a man that we have all known 
and respected, and he is a man that after 35 years’ competition wasn’t 
put out of business, the customers didn’t put him out of business but 
General Motors did. And we resent that. 

Senator Witey. I think you are to be honored for resenting it, you 
are loyal to people in your own community, and so forth. The whok 
thing, I suppose, was simply not only an injury, possibly to him fo: 
his loyalty throughout the years, but it also presented an opportunity 
for this rather adverse public-relations testimony that we have got 
here now. It should have been pretty well considered and thought 
through. I haven't any brief to hold to the contrary. The main 
thing IS, how are you GOINng to handle businesses of this kind, somebod\ 
that makes the decision @ 

Mr. Marrin. That is true, sir. And it is something that we should 
like to find the answer to, because after all, a dealer likes to go into 
this as a career, into the automobile business, just as a lawyer does 
or a grocer, or somebody else of that nature. But we apparently don't 
enjoy those conditions. 

Now, L might add, too, that there have been other dealerships 
canceled that we took no action on. We feel that this is a special case, 
and we recognize that some cancellations are justified. 

Senator Witey. I think you are very fair, sir, because there are 
so many dealers of General Motors in the United States. 

Mr. Martin. 13.000, I think. 

Senator Winey. L think some of them testified this morning that 
they had looked into the dismissal of about 115 out of 13,000. 

Mr. Martin. That is right. 

Senator Witry. So I think you do admit in your humble opinion 
that some of them were justified in having their contracts canceled. 

Mr. Marrin. I am satisfied that they were, sir. 

Senator Witey. I thank you for that apparent fairness in approach 
ing a very serious problem. And I say that to me it is a question of 
public ee If I had someone working for me that had been 
or for years, 1 think it would be my “obligation to go a long 
ways, especi: ally if the years were piled on before ‘dis missing him, like 
wees ‘ntly he was without notice. To me that doesn’t spell Genera! 
Motors a a have heard it spoken of by good competent people who 
have done e business with them for years; to me it spells that —: 
in the sales department or in some division had lost their head i 
their desire to capture the competitive market, and never mind the 
consequences. All they want is sales. And that has to be thought 
through. 

Mr. Marvin. Yes, sir. After all, Senator, for perhaps one more 
automobile a month he might have been in business. 
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Senator Winey. One and a half is all they asked. 

Mir. Marvin. Yes, sir; and even one might have satistied them. 

Senator Witry. Yes. 

Mr. Marrinx. And I think you saw he is an intelligent man. Fle 
probably could have done it. but he might have had to adopt some 
methods of sales that dealers ordinarily do not consider ethical. He 
might have — ae into the market of his nei ighbor, or some- 
thing of that sort, or he might have high-pressured someone into a 

rtgage that he, ‘odenn, did not feel they should sign. But | 
sink that he could have done it if he had been—I think he has that 
ibility, but he did not believe in it. 

Senator Witry. Well, you have got competition. | just left my 
fice on another matter. Here is a man in relation to trying to get 
ome Government contracts who cannot cet steel, because, according 
to his statement, the automobile manufacturers are taking all the steel, 
and that he cannot be sure that if he took a contract he could fulfill 
that contract. That is a matter we have go to think about, whether 
that is within the jurisdiction of the executive department to take 
some action or whether it is within our legislative department to take 
some action: I do not know which, but we are in a tremendous com- 
petitive market. 

Now, the seller seems to be willing to do anything to flood the market 
here and there, | do not know, and that creates in the individuals who 
ire trying to handle it—they want to be as competent as they can, and 
do as big a business as they can, and it probably results in some of this 
“a tle ering and other things that you have mentioned; and I think 
those are facts that we have got to consider. 

If it were a seller’s market, the situation would be entirely different. 
But it isa buyer’s market now; isn’t that right ? 

Mr. Marrry. Well, it is, sir, but I do not believe the buyer is bene- 
hitting by these circumstances. It is true that you can buy cars at 

ubstantial discounts, but the m: Ljority of the people must trade, and 
this result is that due to the depreciation that their trade-in has suffered, 
the buying public today must pay a bigger dollar difference than they 
have had to pay in my memory in the automobile business, and that 
is not a desirable thing from the st: indpoint of the public welfare. 

Senator Witey. What is the remedy / 

Mr. Martin. I do not know, sir. 

Senator Witry. That is the point. 

Mir. Marrix. Iam not that smart a man. 

Senator OManonry. Do you think from your own experience that 
tutomobile credit has been expanded too far ? 

Mr. Marrrx. No,sir. From my experience it has not been, and yet 
we are alarmed about it, and we can see signs that, perhaps, make us 
want to be more careful. 

I do not think there is any question but what automobiles have been 
sold in volume by selling terms primarily, and if it were not for that, 
the terms that we have been giving the past year or two, we could not 
have achieved the volume of selling that we have been able to do. 
\gain I think an economist is more qualified to answer that question 
thanI. 

Senator O’Manonry. Well, you were called to testify with respect 
to Mr. Travis. 
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You have no other questions 

Mr. MeHueu. No other questions. 

Senator O’Manonery. Then call the next witness. please. Thank 
you very mue h. Mr. Martin. 

McHugu. The next witness is Mr. Rowland Pundmann, who 
Ford dealer in St. Charles, Mo. 

Senator O°7Manonry. Mr. Pundmann. 

Mr. McHt Gil. Mr. Pundmann, you Operate cl Ford dealer agehcy 
in St. Charles? 


STATEMENT OF ROWLAND T. PUNDMANN, ST. CHARLES, MO. 


Mr. PunpMANN. I have been actively engaged in the management 
of the Ford dealership in St. Charles since 1946. 

Senator O’Manonry. Did you give your full name / 

Mr. PunpMann. My name is Rowland T. Pundmann. 

As I said, I have been actively engaged in the management of this 
ord deale ae since 1946. | My father started the deale ‘rship some 
thirty-odd yer ago. 

Senator Witry. Do you handle Mercurys, too? 

Mr. PunpMANN. No. 

Senator Witry. Do you handle Lincolns/ 

Mr. PuNpMANN. No, sir; just a single franchise, Ford. 

Mr. McHlucu. How long have you known Mr. Travis 

Mr. Punpmann. I have known Mr. Travis practically all of my 
life in one capacity or another. 

I felt that there were possibly several points that a competitor in 
the same market could bring out im this case which, perhaps, might 
not come to the mind of anybody else. 

We have always felt that the Travis organization was a worthy 
competitor, both from the standpoint of sales as well as service. 

In a small town market such as we have in St. Charles your ap- 
proach to a successful situation is a little bit different than it might 
be in a large metropolitan volume market. 

You are faced with the fact if you are to be successful that you are 
going to have to have a number of repeat customers over a period of 
years, and the only way that you can satisfy those customers is not 
strictly from a sales st indpoint. You have to be able to satisfy your 
repeat customers on the basis of the service that you render, as w ell as 
on the basis of the original deal that you might offer, and we have 
consistently found Travis to be very competitive from the standpoint 
of his service facilities as well as from his sales organization. 

We were on some of the same deals with their organization ; some 
of them we would make, some of them he would m: ake. In some cases 
price might be the major consideration, and still in those cases we 
did not make all the deals. Travis was making some of them, and 
we were making some of them. 

Mr. McHueu. Do you feel, Mr. Pundmann, that Mr. Travis was as 
aggressive in his salesmanship as other dealers in the St. Charles 
urea ¢ 

Mr. PunpMann. I felt that he had a very aggressive sales organiza- 
tion. 

Senator Witry. How many cars did you sell last year ¢ 

Mr. PunpMANN. New, sir, or total ¢ 
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Senator Wintry. Yes. 

Mr. PunpMAnwn. About 300. 

Senator Witty. Three hundred Fords? 

Mr. PuNpMANN. Yes, sir. 

Senator Witrey. Did you sell any trucks? 

Mr. PunpMANN. Yes, sir. 

Senator Witry. How many / 

Mir. PunpmMann. About 75. 

Senator Witry. Ilow many have you sold this year ? 

Mr. PunpMann. Through the end of October we had sold a little 
over 200, and I think right at 270. 

Senator Winery. That is all. 

Senator O°’Manonry. Does Mr. Travis have the confidence of his 
community ¢ 

Mr. PuNpMANN. Senator. J believe that Mr. Travis was one of the 
most respected people in our community. 

As I told you, I have had the op portunity to see how he oper ated 
from a business standpoint, and I would say that it was my good 
fortune to be associated with him in other civic activities. 

Senator O'Manonry. What was his reputation among automobile 
dealers for ability in the maintenance of a dealership # 

Mr. Punpmann. Mr. Travis was always regarded in our com 
munity as one that, if you sought his advice, why, he would give it to 
the extent of his ability. 

There are a number of the local dealers that I know for a fact af 
one time or another have sought his advice about certain matters per- 
taining to the local automobile situation. 

We had a little local group that used to get together, oh, I would 
say, once a month, to talk over our local problems, and Mr. Travis 
was always one of the spark plugs in that group. 

Senator O’Manoney. What was his reputation ? 

Mr. PunpMann. It was beyond reproach. 

Senator O’Manonry. All right. 

Mr. McHven. I have no other questions, Senator. 

Senator Winey. Who has got his contract now ? 

Mr. PunpMann. To my knowledge no one has the Buick contract. 
The Pontiac-GMT contract was given to some individual outside of 
our city. 

Senator Witry. So there is not any Buick or Pontiac headquarter 
ing in your city ¢ 

Mr. PunpMAnn. There is a Pontiac and GM Truck headquarters, 
but no Buick headquarters. 

Senator Witey. That has been there since the 31st of October? 

Mr. PunpMann. Shortly thereafter. 

Senator Witry. Do you know how many cars they have sold since 
then ? 

Mr. PunpMann. No, sir: I do not. 

Senator Wirtry. That is all. 

Senator O’Manoney. The next witness. 

Mr. McHvueu. The next witness, Senator, is Herbert C. Sanford, 
president of the St. Charles Savings Bank, St. Charles, Mo. 

Senator O’Manonery. Mr. Sanford. 

Mr. McHvueu. Will you state your name and address, please. 
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STATEMENT OF HERBERT C. SANFORD, PRESIDENT, ST. CHARLES, 
MO., SAVINGS BANK 


Mr. Sanrorp. Herbert C. Sanford, St. Charles, Mo. 

Mr. McHuen. What is your occupation, sir? 

Mr. Sanrorp. I am president of the St. Charles Savings Bank, 
St. Charles, Mo. 

Mr. McHucu. How long have you known Mr. Travis? 

Mr. Sanrorp. I have known Mr. Travis since about 1921. 

Mr. McHvueu. Do you have a statement you would like to make in 
behalf of Mr. Travis? 

Mr. Sanrorp. Yes. 

My appearance here is voluntary, and I would like to make this state 
ment that it is my opinion that the vast majority of the people of St. 
Charles feel that Mr. Travis was unjustly treated by the General 
Motors Corp. when it failed to renew the Buick, Pontiac, and GMC 
Truck agency with him. 

I do know that they feel that some action could come out of this 
committee that will prevent some future dealer from suffering the 
same fate Mr. Travis did. 

Mr. Travis is an outstanding businessman of St. Charles; he is a 
civic leader, as well as a church leader, and everyone whe knows him 
holds him in high regard. 

I have had business dealings with Mr. Travis since 1926. That is 
when I bought my first Buick, and that dealing has contiued up to 
this day, and his service to me has always been satisfactory, and I think 
deserving of a whole lot better treatment than he got. 

Mr. McHuer. As a banker, Mr. Sanford, are you familiar with 
Mr. Travis’ credit rating ? 

Mr. Sanrorp. His credit rating is A No. 1. 

Senator O’Manonry. You spoke of since you bought your first 
Buick: how many Buicks have you bought ¢ 

Mr. Sanrorp. I think six. 

Senator O’Manonry. When did you buy your last one? 

Mr. Sanrorp. In 1951. 

Senator O’Manonry. I will not ask any other questions. 

Senator Witry. You mean the Buick is still running? 

Mr. Sanrorp. What? 

Senator Wiiey. The Buick is still running? 

Mr. Sanrorp. It is still running, yes. It takes me where I want to 
go; that is right. 

Senator Witry. Did you finance him in the buying of cars? 

Mr. Sanrorp. Brick has never asked for credit in the’ financing of 
automobiles. I call him Brick because that is what he is known by, 
the name of Brick out there. 

Brick has not needed any, in my opinion—I know Brick has not 
needed any help except when he bought his building, and at that time 
we financed him in the purchase of that building. 

Senator Wiriey. I have no further questions. 

Mr. McHueu. The mayor of St. Charles, Mo., Mr. Henry C. Vogt. 

Mr. McHven. Will youstate your name? 
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STATEMENT OF HENRY C. VOGT, MAYOR, ST. CHARLES, MO. 


Mr. Vocr. Henry C. Vogt, mayor of St. Charles. I am just here to 
testify that we consider Mr. Travis an outstanding citizen of St. 
Charles. He is very active in civil affairs, and through those activities 
[ think he has done his own business a lot of good. 

He was always around at the various meetings, and he was more or 
less known as Mr. Buick around St. Charles. He is past president of 
the St. Charles Chamber of Commerce, St. Charles Rotary Club. 
During the depression years he and two others served on a committee 

hat handled the relief and they did a swell job of it. 

He is very active at the present time in, oh, in highway work. He 
is very close with the Missouri State Highw: ay Commission. He keeps 

1s alw ays informed on the highway progress around St. Charles. Ie 
is on the board of the Missouri Expenditure Committee at Jeffe ‘rson 
City. 

I think that about covers it. 

Senator O’Manonry. How long have you known him? 

Mr. Voer. I have known him all of my life. T was born and raised 

n St. Charles. I got to know Mr. Travis when he arrived in St. 
Charles. I have known him ever since. 

Senator WiLey. What is your business? 

Mr. Voer. IT am mayor of St. Charles and IT am also in the poultry 
isiness. I bought probably 6 or 8 GMC trucks in the past. Always 
been satisfied. Can't tell you how many the city bought over a period 
of years. 

enator Winey. As I understand your position, and I want to get 
t very clear and I am very sympathetic ‘ with it, your position is that 
he got a raw deal in the sense he should not have been treated the 
way he was? 
Mr. Vocr. Absolutely. We were shocked when we heard that. 
Senator Wirry. If in your business, and so forth, it was your judg- 
nt that someone was not delivering the goods—We have had tes- 
imony here in 1 year there was 58 Buicks sold and I think—what 
vas it as to Fords sold in that community—300 or something—and 
you were manager of the business and it was your honest conviction 
that there was not, what we will say, enough salesm: anship in getting 
results, what would be your conclusion if a servant had been an 
honest, faithful man over the years? I assume you would not do as 

: been done here, but you would also think of the stockholders and 
50 forth, that the matter of getting more sales was also a vital factor 
1 determining what should be done. Is that right? 

Mr. Voer. You mean—I don’t quite understand your question. 

Senator Wier. Well, I said assume you were in the position of Gen- 
eral Motors and the conclusion was that they were not getting the 
mi —_ they were not getting the cars there that should be gotten, 
he sales that should ee made. 

Mr. Voer. Well, I don’t blame them for trying to sell all of the 
cars they can, but in that community it is limited as to how many 


Buicks you can sell. It is a community that will buy 1 of the 3 lower 
priced cars. 
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That is the way I look at it in that particular community. Ther 
are people who buy Buicks and buy them consistently. But there ar 
other people that just can’t afford it. That is in that community. 

Senator Wirey. In other words, your conclusion would be then that 
i@ Was doing the best he could under the CIPCuMstance 4 

a V oat. \bsolutely. 

Senator Witry. And that he was entitled to different consider: 
tion or treatment than what he got ¢ 

Mr. Voer. That is right, absolutely. 

Senator Witey. If someone else that was in the position of 


au 
thority honestly arrived at the other conclusion, he would have t 
act otherwise, would he not 4 

Mr. Voor. Well, if his figures in that were accurate. I have 1 


way of going into the figures. IT don’t know about that. 

Senator Winery. I am asking you to assume that. 

Mr. Voer. I am testifying to the character of Mr. Travis. We 
know he is an outstanding citizen. I know what he has done for the 
community. 


I am in no position to argue these figures I am no automobile 
man. 

Senator Witry. I think it is pretty well established he is not only 
an honorable citizen but a man who has been in the business a long 
time, and has been faithful. 

Mr. Voer. That is right. 

Senator Wiikey. All this and that. I do not think there is a 
question about that. 


yy 
1) 


But the other question I asked was, assuming that it was the judg 
ment of those who were pressing for sales that he was not doing what 
he should, then it is necessary, the question to them would be, what 
is our obligation. 

Certainly it was not to come in just as they went in and all at once 
shoot at him. I do not agree to that conduct. But I am just trying 
to see the other side of the fe nce. Line oln said, “Before you judge, 
get in the other fellow’s shoes and then you can walk around and see 
how he looks at it.” That is what we have to do here. 

Mr. Voer. That is right. 

Senator O’Manonry. We perh 1aps should take into consideration 
the fact that testimony shows that in January and February of 1955 
he was awarded as a prize, recognition in the Tiptopper Club of the 
Pontiae division of General Motors. 

Senator Witey. That was in 1955, was it? 

Senator O’Manoney. Yes. 

Mr. Voer. That is right. 

Senator O’Manoney. January and February of 1955. 

Senator Witry. That was for the service in 1954, then. 

Yes, I think all of those factors should be taken into consideration 
if we were to make the decision. I am satisfied if the chairman or I 
were to make the decision, we would not do what was done here. 

Mr. Voer. Iam glad to hear that. 

Senator Witry. But that does not answer the real question, because 
we are talking about trying to create some kind of legislative ma- 


chinery, I presume, that will protect all parties concerned, including 
also the publie. 


ng 
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I was happy to see this morning that his dealings with the finance 
ompany were fine. He had no trouble with that. 

Senator O’Manionry. Any other questions / 

\ir. McIlueu. No questions. 

Senator O’Manonry. Thank you very much, Mr. Vogt. 

Ilow long have you been mayor, by the way / 

Mr. Voer. This is the fifth vear, second term. 

Senator O’Manonry. Congratulations. 

Senator Witty. How do you do it? [Laughter.] 

Mr. McIluan. The next witness is S. W. Fraser of Billingsly 
Motors. 


STATEMENT OF S. W. FRASER, BILLINGSLEY MOTORS, ACCOM- 
PANIED BY ROWLAND F. KIRKS, LEGISLATIVE COUNSEL, NADA 


Mr. McHvueu. Will you state your name and address, please? 

Mr. Fraser. S. W. Fraser, Billingsley Motors now, Portland, Oreg. 

Mr. McI{ivuen. What business are you in, Mr. Fraser ? 

Mr. Fraser. Up until November 1, in the Pontiac business and 
when my franchise was terminated, now I am selling all makes of 
Cars. 

Mr. Mclfiven. You had a General Motors Pontiac franchise? 

Mr. Fraser. I am general manager of the Billingsley, or was gen- 
eral manager of the Billingsley Pontiac dealership in Portland. 

Mr. McHwuen. Is that a corporation ? 

Mr. Fraser. No, that is a company owned by A. M. Work. 

Mr. McIIvuen. Did you own an interest in that business ? 

Mr. Fraser. After the second year out there—I might give you my 
background, how I got into that. 

Mr. McHven. I wish you would. 

Mr. Fraser. IT was with General Motors from 1936 to 1945. In 1941, 
n November—just before the war—lI went into the Navy. I was on 
leave of absence at that time. I was assistant zone manager for the 
Pontiac division in Minneapolis, which comprised North Dakota, 
South Dakota, Montana, northern Iowa, and most of Wisconsin. 

Mr. McHuen. Did you occupy any other positions with General 
Motors Corp. during that period ? 

Mr. Fraser. Well, I was a district manager to start with in 1936 
and then I was business management manager and then I was made 
issistant zone manager. 

Mr. McHven. All for the Pontiac division ? 

Mr. Fraser. Yes; and on leave of absence, when, of course, we 
vere all still with the corporation. 

At the end of the war in 1945, I was still in Seattle as a commander 
of the Navy and they informed me that I had been promoted to zone 
manager and to return to Minneapolis and take over the zone. 

However, I resigned at that time to take over the downtown Minne- 
ipolis dealer. I wanted to get into retail. I was tired of traveling. 
[ was with Ford Motor Co. prior to that time. 

Senator Witry. Ford, you say ? 

Mr. Fraser. Ford Motor Co. 

Senator Witey. When were you with Ford? 

Mr. Fraser. From 1932 to 1936. 
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Senator Winery. We might be interested to know how you h: appened 
to transfer from Ford to General Motors. 

Mr. Fraser. Well, it looked like the opportunities were a little better 
with GM at that time. Ford was under, you might say, the guns of 
GM at that time. They were beginning to outsell them. 

The relations with the dealers were pretty stiff at that time, to 
tell you the truth. And I was asked to come over to GM, and was paid 
more money. And I had had this experience, so I took the opportunity 
and I went with them. 

Senator Witry. You mean between Ford and GM they were scrap- 
ping for talent ? 

Mr. Fraser. They always used to steal their men back and forth. 
Then I wanted to buy into the business in Minneapolis and there was 
no meeetantty to. The man wanted to keep it, which was under 
standable. 

So I we nt west to take on a Pontiac deal. Mr. Work, the owner 

Billingsley Pontiac, wanted me to come in and take over active 
management t of that deal. 

To go back a little bit to give you the background on this thing, 
I would like to 

Mr. McIIveu. I wonder if you would tell us approximately when 
you joined the present organization ? 

Mr. Fraser. January 1, 1950, Billingsley Pontiac. I took over 
active management of it. 

In 1932 or 1933—that was 1927. Mr. Work, the present man on the 
contract with Billingsley Pontiac, was approached by the then zone 
manager, Mr. L. W. Ward, and he wanted him to take on a Pontiac 
dea] in Portland. They had a dealer there that was broke. There 
were no Pontiac dealers at that time in most of the cities of any size 
that had much capital. 

Senator Witry. What year? 

Mr. Fraser. That was in 1934. 

And he asked him to take the DuBois deal. Mr. Work had retired 
from all business at that time. He sold out. He was worth several 
millions of dollars. And they wanted him to take it on, and he was 
having a cancer condition of the mouth and said he didn’t want to. 
He was with this Mr. Ward considerably at that time at the golf club 

Mr. Ward was his own manager for Pontiac. Later he became gen 
eral sales manager for Pontiac. So he said, “No,” he was not inter- 
ested, he knew nothing about the automobile business but they wanted 
to use his capital. 

He went to Rochester and on his return the DuBois deal had been 
sold toa man named Windolph. He is now the dealer on the west side 
of Portland. 

Later they oo d him if he would not put in some money in a deal in 
Seattle. And they kept at him. Mr. Ward and he were friends. He 
said, “We will alw: ays see that you have management. You don’t have 
to do anything about the business in any manner, shape or form. We 


know you know nothing about it. You are retired and you are not 
inte rested | in it.’ 


So they went up to Seattle. 
Senator O’Manonry. Who are they ? 


Mr. Fraser. That was the Pontiac zone manager at that time, Mr. 
Ward. 
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They went up to Seattle and the Pontiac dealer at that time had 
signs on the windows. It was all boarded up. There was no dealer, 
nothing but a building. They opened it up. He put in $40,000, to 
£50,000 to start it. They brought in a man by the name of Henry 
Rahe, who was a used-car man and was working for Chevrolet dealer in 
Seattle. He had been with them in St. Louis. 

He managed the deal for Mr. Work. Of course, it was a losing 
proposition for quite a while there. Then in 1938, they asked him if 
he would not put some money again into Billingsley Pontiac. It was 
strapped and had no money and busted in Portland. 

So he put $40,000 or $50,000 into that deal. 

Mr. McHven. This Mr. Work that you are speaking of —— 

Mr. Fraser. Yes, sir. 

And we went in with a man named Billingsley. And a few months 

ater Mr. Ward asked him to take Billingsley out and get him out of 
the re and build up the back end, and doa lot of remodeling, build the 
thing into a first class dealership. 

So Stuart said, “O. K., put the money in,” and they proceeded to do 
that. 

In 1940, there was another developed in Seattle called Totem Pontiac. 
He took that one on and opened it up, put a manager in up there. 

Asa result of those three deals, Mr. Work’s billingsley Pontiac deal 
took 25 percent of all of the Pontiac cars that were sold in the Portland 
zone, comprising Washington, Oregon, and eastern Idaho. 

And it continued to take it on that basis all through the war, and kept 
the deal through the war. He built the service up in each of those three 
deals until the *y were the highest customer labor on the west coast. 
The Billi ngsley Pontiac became the highest customer labor in the 
United States. It was either first, second, or third month to month. 
It continued that way right on through, and it is still as of November 1, 
1955, one of the largest, if not the largest, customer labor dealerships 
for Pontiac west of the Mississippi River. 

Mr. McHuaeu. What do you mean by customer labor? 

Mr. Fraser. That is the amount of dollars you take in on automo- 
biles that you repair for customers that bring their cars in. We 
specialize in all makes of cars. 

In addition to Pontiac, we have always advertised all makes because 
want to service all of them. ‘The factory, of course, was very 
anxious to have us do it, too. 

In those years they were very interested in service. They wanted 
ig service departments. They wanted you to get your fixed coverage 
p. that is the amount of dollars that you take in and if you have an 
verhead of $25,000 a month, why you try to get your customer labor 
up so that it will cover at least 80 percent of that. 

In our case we had 100 percent coverage. During those years, until 
the last few years when evel ‘ybod iy - bought new cars, customer labor 
went down- hill all over the country because the old ears had rone off 
the road, 

In 1952 he sold to Totem Pontiac to a man named Dune and several 
men in Toledo that had Cadillac money. 

Senator O’Manoney. Who made that sale. 

Mr. Fraser. Mr. Work sold it out completely to them. He decided 
that maybe he had better consolidate some of his holdings and the 


we 


} 
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factory told him they thought maybe he had too many deals and they 
were scattered. And Portland was his hometown and they asked him 
if he would not sell it out, and if he would be interested. He said, 
“Yes,” he would sell it out. Se he did, at a very comfortable profit. 

Then in 1953 he sold Central Pontiac, in Seattle, which was a big 
lowntown deal to the manager he had in there, Henry Rahe. 

And all of these dealers were in the butter, broke, out of business, 
when he took them out. 

Senator Witrey. When he took them out? 

Mr. Fraser. Yes, when he took them out. All they wanted was 
money, that is all anybody wanted when they were looking for a dealer. 
y were pretty hard to get back in 1936, 1937, 1938, they. couldn’t pull 

hem in. 

Senator Witry. How many were you managing in 1938 ? 

Mr. Fraser. I just went out and took over Billingsley Pontiac. 

In 1950 for the first few years after I took over out there, things 
were very, very pleasant, they had a high fixed customer and still 
have, and we never got enough automobiles to supply the demand in 
1950, 

In 1951 they began to fill up. In 1952 the market was beginning to 
fill up. 

Mr. McHvaen. Excuse me, Mr. Fraser. After Mr. Work sold this 
last dealership you mentioned, did that leave him only with the 
Billingsley Motors? 

Mr. Fraser. The Billingsley Pontiac—we will call it that, until 
November Ist, and then in September of 1954—we had a rather rough 
year in 1954, the Pontiac dealers generally, the car wasn’t quite as 
hot—but we went along, we made some money, and we sold some 
automobiles, we didn’t sell enough to satisfy the factory, but I never 
recall any time, even when I was with them, when the dealer ever sold 
enough to satisfy them completely, they always come in and heckle 
you a certain amount, that is good business. 

Senator Wirey. Who did? 

Mr. Fraser. The factory representatives from Pontiac. 

Senator Witry. The salesmen ? 

Mr. Fraser. No, the district manager, the zone manager, the re- 
gional manager, the assistant general sales manager, the manager. 

Senator Witry. Did you ever get it in writing? 

Mr. Fraser. No. 

Senator Wiiry. Did you ever ask for it? 

Mr. Fraser. On September 15, 1954, we received this letter, “Per- 
sonal, Confidential”—a registered letter. And I will read this letter: 

In reviewing the past operation of your dealership prior to offering you a 
selling agreement for the term commencing November 1, 1954——— 

Senator Wirry. Who is it addressed to? 

Mr. Fraser. Mr. A. M. Work. 

Mr. McHven. The date? 

Mr. Frasrr. September 17, 1954, addressed to Mr. A. M. Work, 

sillingsley Pontiac, East 7th and Hawthorne, Portland, Portland 
branch of the Pontiac motors division, it came out of the home office, 
but it was over direction. 

In reviewing the past operation brought to your attention in the Pontiac trade 
mazgazines——— 
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Mr. McHuen. Excuse me. What are those deficiencies which your 
company acknowledged that is m: ade reference to there 4 

Mr. Fraser. Nothing, we never said we did a thing. But we said 
that we would sell every Pontiac we could sell if there was a dollar 
profit. : 

Mr. McHvcu. What do they mean when they speak of these defi 
clencies ¢ 

Mr. Fraser. I will show you the three things they mentioned when 
he got through with the le tter, there is no deficie ney that we acknow! 
edged, we have no deficiency. 

Mr. McHuen. Had they previously sent you any notice in writing 
of these deficiencies / 

Mr. Fraser. This is the first time we had any indication that they 
were dissatisfied, except they would come in once every month or two 
and say, “ Your sales are down” 

Senator O’Manoney. Suppose we get the full letter in the record, 
just read the letter right through. 

Mr. Fraser. Yes,sir. | Reading: | 

Pontiac motor division’s action in offering to you herewith a Pontiac selling 
agreement for the term commencing November 1, 1954, is not to be interpreted 
by you as any indication that Pontiac motor division is satisfied with your opera 
tion. On the contrary, your operation is deficient and unsatisfactory in the 
following respects : 

1. Dealership operation has not developed a eatintactory sales performance 


to properly penetrate the available new car market and obtain the dealer’s fair 
share of that market in his area of responsibility. 

2. An insufficient number of capable and well-trained salesmen to properly 
penetrate the available new and used car market and obtain for the dealership 
its fair share of the market in the dealer's area of responsiblity. 

The management and sales policies of the dealership are not conducive to 
the volume operation commensurate with the dealer’s sales responsibilities. 

If improvement is not made with respect to the foregoing, we will be guided 
accordingly in determining our future relations with your company. To be 
more specific, it is our present intention not to offer your company a new selling 
agreement upon the expiration of the term of the agreement being offered here- 
with, in the event that the required improvements in your operation are not 
made promptly. We are advising you of this fact so that you may be guided 
accordingly in your future plans and operations. 

Senator Witry. Where is he located, this King? 

Mr. Fraser. King is the zone manager located in Portland. I would 
like to go back for a minute on that and bring out 1 or 2 things. Four 
days or 5 days before this letter was written, Mr. Work and myself 
were called over to the zone office, and the zone manager, Mr. King, 
and the assistant zone manager and the district manager all sat in 
there. And they had a big chart that they threw out. 

They were showing that we hadn't sold sufficient automobiles to 
cet the price class up to where it should have been, I forget what the 
average was at that time, I have it here, 6 something or 5 something. 
And of course none of the other dealers in the entire area had either. 
not only the metropolitan dealers in Seattle, Portland, Los Angeles, 
San Francisco, and Detroit—they were all behind us. 

They went over this and asked us what we were going to do. We 
said, oo e are going to try to do everything we can to correct it, with 
a new car coming up with a V-8 motor, we are going to be able to 
en a” 


“Will you hit the national average?” 
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Rid: said no, we would try to give it to them, we would promise, but 

e didn’t know what the figure was, and they didn’t know. In any 
event, we said we would sell every Pontiac it was possible to sell if 
there was a dollar profit, but we would not sell cars at a loss. 

They didn’t ask us to, they dropped it. They said if we didn’t agree 
to sell national price class they just didn’t see how they could renew 
our franchise. 

Senator Witry. What is national price class? 

Mr. Fraser. That is a selling agreement, you gentlemen are calling 
it a contract, they don’t even ¢ all it that, they call it a selling agree- 
ment. We have been referring to it as a contract, but it is not a contract 
and never was a contract; it is a selling agreement, but when they talk 
of it themselves, they call it a contract. 

If you are not recontracted, you are just going to resign your selling 
agreement. 

Senator Wirry. You spoke of a national price selling class, or 
something like that. What do you mean, national average? 

Mr. Fraser. Yes, sir: that is quite a problem. I understood 
came up here yesterday, when I was listening. 

Could I get to that just a little later, because I have got it in detail, 
and explain it to you ¢ 

Senator O’Manoney. Yes. 

Mr. Fraser. Four days after this meeting we received this letter that 
I just read. Well, upon receipt of it—it is a prelude to being can- 
celed—not exactly canceled, because they said they would renew it, 
but at the end of the following year they wouldn’t, unless we made 
the improvement they asked for. 

Well, we intended to make these improvements, and we did. I have 
got the figures on that. This is starting in January, which is where 
they wanted to start it from. 

Mr. McHueu. Mr. Fraser, at this time or any other time, were you 
asked by any of these General Motors people to take on additional 
salesmen ? 

Mr. Fraser. Yes; all year long they wanted us to take on additional 
salesmen, but I had sufficient salesmen. At that time they were talk- 
ing about, I had 5 salesmen, myself and my sales manager, and I had 
3 used-car salesmen, and in the market we were in at that time, those 
were sufficient salesmen to sell the cars and make a living, we thought, 
and most of the dealers in the area felt the same way. 

As we found out—let’s get back to this. Wesaid nothing about this 
to the zone, we never acknowledged we received this letter of Sep- 
tember 15. 

Senator Winery. 1954? 

Mr. Fraser. 1954, 

I never told my organization I received it, and nothing was said, 
we never discussed it with any of the factory people that c: alled on me, 


} 


which includes King, the zone manager, and assistant zone manager 


Ross, and Holmes, the regional manager from San Francisco—lI never 
acknowledged that I had received it, neither did Mr. Work, and they 
never mentioned it, either. They particularly didn’t want to mention 
it, because if that word got out among the organization, it would 
wreck the morale of the organization, 75 or 80 people, if they thought 
we were under the ax if we didn’t do certain things, that we wouldn’t 
have the franchise renewed the following year. 


STUDY OF THE ANTITRUST LAWS 3275 


| got one rumor that was mentioned in Los Angeles to a dealer 
there by the zone manager. They had this notice sent, a pretty good 
friend of mine, a dealer—I have got friends scattered around—and 
he gave me that information. 

Anyway, we went out on a program, and we increased our 
force over 100 percent. 

Senator Witey. How many would that be? 

Mr. Fraser. Well, we put on 12, to be exact. 

Senator Witry. A total of 12% 

Mr. Fraser. Yes. 

Senator Winey. That is on the 
hand cars? 

Mr. Fraser. They weren’t interested in that. I had 4 or 5 
ire not interested in second-hand ce: 
of them. 

Senator Wirry. What month did you increase that in? 

Mr. Fraser. I started increasing it about November. 

Senator WiLEy. 19544 

Mr. Fraser. Yes. 

I put on one man, and then another man 
5 men, 10 men to puta school on for, 
couple more. 

We opened the used-car lot—I wrote them a letter and asked per- 
mission to open another used-car lot—you have to get permission 
because I wanted to get volume. I asked permission to open up a 
used-car lot on Grand and Anke nV Streets, that is a corner in Port- 
land. And they wrote a letter and gave me authority to open it. 

[ leased a warehouse to store about 60 or 
we were going to have that volume. 

Now, then, so we were going along pretty well, making progress and 
doing a pretty good job. We were doing a better 
in Seattle and 2 dealers in Portland besides myself. 

The dealers are responsible for the sales in the metropolitan area. 
All dealers are allocated that way in the metropolitan area. 

My percentage of the sales there, what I am supposed to sell is 35.5 
percent. According to the Pontiac division the other dealer, Win- 
dolph, is to sell 48 percent, and McCoy, the dealer over in Vancouver, 
16.5: that totals 100 percent. 

We were doing our share of that, and a little better than the other 
two dealers; I have figures supporting that. 

Senator WiLey. You were meeting your quota ? 

Mr. Fraser. No: we had no quota. 

Senator Witry. Of 35.5, I think you said ? 

Mr. Fraser. Yes. 

Senator Witry. Your percentage ? 

Mr. Fraser. Yes. That is the part that I am responsible for 
sillingsley-Pontiae. They started that a few 
percent, and 35 that they changed it a little bit. 

They arrived at that by taking your 1952, 1 
you sold, and divided it amongst the three 
you the percentages. 

Senator Witry. How many cars did that amount to? 

Mr. Fraser. In my case, well, take it through October of 
it was 529 automobiles. 1 would have rotten out about 


sales 


ales. And how many on the second- 


—thev 
irs, that is my problem, to get rid 


~ and then J put on about 
and out of that we salvaged a 


70 new cars; we figured 


job than 2 dealers 


as 
vears ago. It was 50 
53, 1954 tigures of what 
dealers, and that gave 


\™ 


this vear, 
700 this year 
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if I just kept the present rate up, November and December, and I didn't 
eet to it. 

On July 26—bear in mind, nothing had been discussed or anything 
in writing, but they would come over to you and say, “You are still 
hot vetting enough cars out here to get the price class or your market 
penetration or percent of industry”—they all mean the same thing, 
there is only a difference in phraseology ; but that meant nothing, and 
they were telling that to every dealer. That is the procedure. We 
vere visiting among ourselves, and they said we had to get more cars 
out. LT was trying to get out our percentages. But 1 did not want 
to put on salesmen unless we got quality men. 

Nevertheless on July 26, 1955, I got a registered mail strictly per- 
sonal, confidential letter addressed to Mr. Work, Portland, Oreg.. 
and is as follows: 

Deak Mr. Work: Your attention is directed to the fact that your current 
Pontiac selling agreement expires automatically by its terms on October 31, 1955 
Pleased be advised that Pontiac motor division, General Motors Corp., will not 
olfer you a new selling agrement, and your status as an authorized Pontiac dealer 
will, therefore, terminate on that date. 

That is the “No” letter, as they call it. That was the 71st one that 
went out—76th that went out to Pontiac dealers all over the United 
States at that time. 

That is signed by Hl. G. Crawford, general sales manager, and 
Thomas L. King, zone manager. It was sent by Mr. Crawford. They 
call him up and tell him to send it out. 

Mr. Metluan. How do you know 75 or 76 letters went out / 

Mr. Fraser. Rumor that they were sent out; the grapevine, I sup 
pose. [suppose being with the corporation a long time it came to me 
as some information. 

Senator Winey. What was that information 7 

Mr. Fraser. There were 76 of those letters, those “No” letters, that 
went out at that time, they were not going to renew. There were 76 
in the United States by the Pontiac division. How many more after 
that I do not know. 

Senator Winery. That isarumor? It has been substantiated, has it ? 

Mr. Fraser. I think NADA can substantiate it. I have, as I said. 

Mr. Mctlucu. Did either of the other Pontiac dealers in your area 
receive notice of nonrenewal ? 

Mr. Fraser. No. They had told them during the year what they 
would do if they did not do these things, but they did not send them 
that letter. They asked the other dealer, McCoy in Vancouver, to get 
his manager off paragraph 3 or they were not going to renew his 
franchise and. of course, he did not want to get him off. He is badly 
crippled ; he had polio, very similar to President Roosevelt; he has 
worn a big harness for years. He has had this man for years, and 
they wanted him off paragraph 8 or they would not be able to renew 
the franchise. They had a big battle. 

\gain we did nothing about this letter. I put in some phone calls. 
\eain, as I say, | had connections, where | could call and get some 
information. 

Those dealers were going into Pontiae’s central office, talking to 
Mr. Crawford, and in all cases getting no satisfaction. 

Senator Wirry. Did Work go in? 
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Mr. Fraser. No, neither one of us went in at all. We just thought 
we would let it bake a while and see if we could vet somebody to get 
rehef on it: Wks ivbe 1 he \ woul | change their minds. 

So we went right along doing business. We did not let our organi 
zation know en it. We kept kicking out automobiles and letting 
no one know about it until the latter part of September when it began 
to get out, the rumor, because it had been around the country, and 
other dealers would call, and the word got oo and I denied there 
was anything except we were on a spot. did not say we were out 
definitely. I always thought it could be ae hed up. 

In an organization, as I say, that size, that is bad business to have 
around, both your organization and the public. 

So we continued up until, well, the zone personnel would call on us, 
the zone manager, and so forth, and we never mentioned we had re 
ceived it or said anything about it for quite a while, and finally on 
September 15 they came in and yet on us, and we talked about it 
then, and they said, “We want to know whether you wanted some 
announcement material and new car material for 1955.” 

“Well.” T said, “I don’t know. The announcement date is October 
21,” and this was getting pretty well up to the deadline on it. I said 
I only had those from the 22d, which was our announcement date, to 
the 30th. I said, “That is only 8 days to sell Pontiaes, _ if you want 
me to buy some announcement material,’—they said, “You can or 
cannot as you see fit,’ and I said, “I had better buy some,” so | 
bought, I do not know, $500 or $600 of junk, and they went on talk- 
ing about it, and I said, “Is there any reason you think, any way we 
can salvage this deal, Mr. King?” T said, “Mr. Work and I are both 
sitting here. How about our going in and seeing Mr. Crawford back 
in central office?” 

Ife says, “You can go in if you want to, but it will not do you any 
cood. Weare not changing our decision on this, and I will not change 
my decision on it.” 

Well, I said then, “We are not going to spend $700, $800 flying back 
and forth getting the brushoff that everybody else has got, if you tell 
us there is no sense going in.” He says, “You can go in if you want 
to, but there is no sense voine in, * so we did not v0 in. 

So we thought the best thing to do was to go over and talk to a 
couple of the attorneys and ask them about it, so we did and asked 
them about it, and I gave them a letter in writing, and outlined what 
we had done, and they said, “Well, we think the best thing for us to 
do is to write them a letter ourselves and see if we cannot get this 
straightened around.” 

They talked to the president of the bank, who happens to be on Mr. 
Work’s board of directors, U er States National Bank, and has been 
for a good many years, and a very wealthy man, and very highly 
thought of, well thought of ee’ 30, 40 years. 

They suggested thesamething. “We havea number of similar cases. 
The best thing to do is—you are all through, you have got nothing 
to lose, you had better go and talk to your attorneys.” So we did, 
and they wrote a letter in. 

Do you want that letter read ? 

Mr. McHueu. How long is that letter? 

Senator Wirry. Let us have it. 





STUDY OF THE ANTITRUST LAWS 


Mr. Fraser. This letter was written by the law firm of Mautz, 
Souther, Spaulding, Denecke & Kinsey, Board of ‘Trade Building 


= 


Portland, Oree.. to Mr. IL KE. Crawford, general sales manager, Pon 


tine division, General Motors, Pontiac, Mich., and is as follows: 


SEPTEMBER 20, 155. 
Mr. H. KE. Crawrorp, General Sales Manager, 
Pontiac Motor Division, 
General Motors Corp., 
Pontiac, Mich. 

Dear Mr. CrawForp: Mr. A. M. Work doing business as Billingsley Pontiae Co., 
haus referred to us your letter of July 26, together with prior related corres- 
pondence, and the Pontiae direct dealer selling agreement (No. 54-1208). After 

ling attention to the expiration of the selling agreement on October 31, 1955, 
your letter of July 26 advises Mr. Work that he will not be offered a new selling 
agreement, and that his status as an authorized Pontiae dealer will terminate 
on October 21, 1954. 

Although the dealer agreement purports by its terms to create a relationship 
which expires in 1 year unless renewed, the responsibilities and investments re 

red of a dealer are indicative of 2 much more substantial relationship. Where 

] a relationship existing over a period of years conflict sharply 

‘| terms of the instrument purporting to create the relationship, a 

serious question exists as to which controls. On the basis of this serious ques- 
tion as to the true nature of a Pontiac dealership coupled with the particular 
concerning the circumstances under which Pontiac induced Mr. Work to 

‘pt and continue the dealership, we have advised Mr. Work that the dealer- 

is not subject to termination without cause, even though the asserted ter- 
nation takes the form of a failure to renew the current annual agreement. 

Since the dealership is not subject to termination by Pontiac without cause, the 

lestion arises as to whether any cause may exist for the termination. Your 

ter of July 26, 1955, does not assign any cause. The only mention of possible 
cause is contained in vour letter dated September 15, 1954, to Mr. Work. This 
etter reads in part, as follows: 

“Pontiac Motor Division’s action in offering to you herewith a Pontiac sell- 
ing agreement for the term commencing November 1, 1954, is not to be inter 
preted by you as any indication that Pontiac motor division is satisfied with 
your operation. On the contrary, your operation is deficient and unsatisfactory 
in the following respects: 

‘1. Dealership operation has not developed a satisfactory sales performance 
to properly penetrate the available new car market and obtain the dealer’s fair 

hare of that market in his area of responsibility. 

“2. An insufficient number of capable and well-trained salesmen to properly 
penetrate the available new and used car market and obtain for the dealership 
is fair share of the market in the dealer’s area of responsibility. 

“S. The management und sales policies of the dealership are not conducive to 

he volume operation commensurate with the dealer’s sales responsibilities, 

“If improvement is not made with respect to the foregoing, we will be guided 
necordingly in determining our future relations with your company. To be 
nore specific, it is our present intention not to offer your company a new 
selling agreement upon the expiration of the term of the agreement being of- 
ered herewith, in the event that the requirement improvements in your operation 
ire not made promptly. We are advising you of this fact so that you may be 

nided accordingly in your future plans and operations.” 

Vhile the deficiencies specified in the above-quoted letter are quite vague and 
veneral, Mr. Work believes that his performance during the past year has more 
than complied with any requirements imposed by the letter. Mr. Work, and his 
general sales manager, Mr. Fraser, have informed us as follows concerning opera 
tions of the dealership during the past vear. Through July 1955 sales have been 
379 cars against sales through July 1954 of 138 cars, an improvement of 274 
Through August 1955 sales were 446 cars against 159 cars for the previous year 
a gain of 280 percent. At the present rate of sales, providing new models are 
ivailable in sufficient quantity during November and December, Billingsley should 

out the vear with over 700 new car sales against the preceding vear’s sales 
», a gain of 266 percent. The sales force has been more than doubled, and 
expenditures have been more than doubled during the current year 
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They were $14,000 through that July period—they were $58,000, 
just for advertising. 1 donot include money spent on radio, television, 
and so forth. 


Figures recently received from the zone office indicate that any deficiency in 
the sales of the Billingsley agency is less than that of Windolph Pontiac and 
McCoy Pontiac in regard to securing sales equal to national average of 7.5 
percent. 

Verhaps the most significant portion of the letter of September 15, 1954, is the 
sentence reading : 

“To be more specific, it is our present intention not to offer your company a 
new selling agreement upon the expiration of the term of the agreement being 
offered herewith, in the event that the required improvements in your operation 
are not made promptly.” 

Such a statement constitutes a representation that a new selling agreement 
will be offered to Mr. Work if the improvements are made, whether the improve 
ments were made is a question of fact. Mr. Work is not required to accept 
lontiae’s determination of such question of fact. 

Another letter which throws light on the true nature of the dealer relationship 
is the letter dated January 18, 1955, from Mr. King, zone manager, to Billingsley 
’ontiae written in response to a request for permission to establish a used car 
outlet at a specified address. The letter dated January 18, 1955, states that 
Vontiae has no objection to the establishment of the outlet subject to certain 

nditions, one of which reads: 

“In the event that it should be deemed advisable by Pontiac at some later date in 
line with Pontiac’s long-range planning to establish a Pontiac dealership in the 
vicinity of Grand Avenue and Ankeny Street which might cause this used car 

wation in the opinion of Pontiae to conflict with the new dealership operation, 
vou will, at the request of Pontiac Motor Division, discontinue the used car 
operation at the above-mentioned location.” 

\ reservation such as the foregoing relating to long-range planning is wholly 
nconsistent with any theory that the dealership is merely one from year to year 
\lso, such statement is inconsistent with any thought that Pontiac on January 
IS, 1955, intended to let the dealership expire on October 31, 1955. It would 
certainly be reasonable for Mr. Work to regard the letter of January 18, 1955, 
as an indication that any deficiencies mentioned in the September 15, 1954, letter 
had been overcome, 

Any assertion of deficiencies against one party to an agreement naturally calls 
for a review of the performance record of the other party. Information supplied 
to us by Mr. Work indicates that Pontiac admittedly breached the agreement in 
past years by not giving Billingsley its fair share of new cars following the war 
when cars were in short supply and each sale meant a substantial profit. 

Such unfair distribution was discussed with factory personnel many times 
Finally, Mr. Work contacted Mr. Ward, who was then general sales manager, 
while in Los Angeles during the latter part of February 1950. Mr. Ward re- 
quested Mr. White, the then regional manager, to go to Portland and make a 
complete survey of conditions. Mr. White made the survey and discovered 
that Billingsley had been very badly shorted on its rightful allotment of new cars. 

Hie discovered that new Pontiacs which should have been allotted to Billingsley 
had heen diverted to certain other Pontiac dealers, particularly the Cottage 
Grove dealer. Mr. White gave Mr. Work figures showing the cars received 
by such other dealers over and above their established allotment. 

As you may know, this situation resulted in certain changes in personnel. At 
the time Mr. White admitted the unfair distribution of new cars, he requested 
Mr. Work not to press the matter, and stated that he would receive a fair and 
equitable distribution of cars in the future. 

Mr. Work, of course, would not have acquiesced in the request to not press 
the matter further if he thought that his dealership could or would be termi 
iated without adequate cause. 

If Pontiae should persist in attempting to terminate the dealershi), the 
foregoing is a matter that will require careful review. It is unnecesszry at 
this time to determine whether Mr. Work’s rights in this regard might be best 

‘rved through a claim for damages for lost profit due to not receiving his fair 
tllotment of cars, or whether his failure to enforce his rights at that tim > was 
based upon the understanding that his dealership would be continued in the 
future 
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Mr. Work referred the matter to us, and we have written this letter, only 
because of the serious import of your letter of July 26, 1955. 

It seems advisable to inform you of Mr. Work’s position in the matter so that 
there can be no misunderstanding. Mr. Work does not acquiesce in any termi- 
nation of the dealership. We have been instructed to take all steps necessary 
or appropriate for the purpose of asserting and enforcing any and all rights 
that Mr. Work may have for wrongful termination of the dealership and for 
any other breaches of the dealership agreement by Pontiac. 

While Mr. Work intends to enforce all of his rights, we wish to make it clear 
that he is not seeking a controversy and would prefer to continue as a fran- 
chised Pontiac dealer. Both he and Mr. Fraser feel that it will be better for 
all concerned if they expend their efforts in the sale of Pontiacs as an author 
ized Pontiac dealer, rather than in the prosecution of a lawsuit. 

As for ourselves, we are a little at a loss to understand why Pontiac desires 
to terminate the dealership. As you know, Billingsley Pontiac is very sound 
financially and is well regarded in the community. Mr. Work and Mr. Fraser 
have had considerable experience in the automobile business. We understand 
from our other contacts with the automobile business that a sound dealer is a 
substantial asset to the factory. This suggests to us the possibility that the 
asserted termination of the dealership may be the result of some misunder- 
standing or mistake. 

Viease feel free to supply the undersigned with any additional facts that 
will clarify the matter. 

Very truly yours, 
WILLIAM H. Kinsey. 

Mr. Moorr. May we have that entire letter inserted in the record ? 

Senator O’Manoney. It is in the record already. 

Mr. Fraser. That was the last resort; we had nothing else to do. 
On October 7 we received this letter from the central office, Mr. Craw 
ford: 


Mr. A. M. Work, 
Billingsley Pontiae Co., Portland, Oreg. 

Dear Mr. Work: I am in receipt of a letter dated September 20, 1955, from 
Mr. William H. Kinsey, of the law firm of Mautz, Souther, Spaulding, Denecke 
& Kinsey, referring to my letter of July 26, 1955, wherein you were advised that 
Pontiac motor division would not offer you a new selling agreement upon thr 
termination of your current selling agreement on October 31, 1955. 

In view of the fact that you were notified on September 15, 1954, that your 
operation was deficient in several respects and that unless these deficiencies were 
remedied promptly, Pontiac motor division would not offer you a new selling 
agreement on November 1, 1955, I presume that, knowing of your failure to 
correct these deficiencies, you may have anticipated my letter of July 26. At 
least it appears that you are not questioning the factual situation as to your 
unsatisfactory sales performance because you have made no effort to question 
Pontiae’s decision by contacting me or taking advantage of the General Motors 
Relations Board procedure. Instead, you appear to be basing your objections 
to our action on technical legal considerations. 

I have discussed several of the matters raised in Mr. Kinsey’s letter with 
the general counsel of General Motors Corp. The Pontiac selling agreement 
speaks for itself. It is a term agreement which expires October 31, 1955. It is, 
of course, subject to termination for cause within its terms. 

The letter of January 18, 1955, approving your request for establishing a used- 
car outlet at Grand and Ankeny Streets, has nothing to do with the term of 
your selling agreement. It was written to approve your request, and it 
enumerated the conditions qualifying such approval, 

[ frankly don’t know what Mr. Kinsey has in mind when he speaks of alleged 
shortages in allocations of Pontiae cars to Billingsley Pontiac Co. prior to Jan- 
uary 1950, as having anything to do with your current inadequate performance. 

In view of Mr. Kinsey’s statement that he has been instructed to take all 
steps necessary or appropriate to assert and enforce your rights for any alleged 
wrongful termination and for any other breaches of your dealership agreement, 
I find it quite difficult to understand his further statement that you are not 
seeking a controversy with Pontiac motor division and you would prefer to con- 
tinue as a Pontiae dealer. However, I have not overlooked his statement that 
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Pontiac motor division’s action in advising you that you will not be offered 
selling agreement may be the result of some misunderstanding or 
While I am satisfied, on the basis of the facts in my 
has been no misunderstanding or mistake, if you believe that you have any facts, 
figures or information which may not have been brought to my attention or 
vhich may present questions of reasonable doubt, I would be quite willing for 
you and your lawyer to visit with me at my office in Pontiac, Mich. If you 
lesire such a meeting, I could arrange to see you at 10 a. m. on Tuesday, October 
8S, 1955. I am certain you understand my business schedule is extremely 
rowded at this time of the year and is not subject to much variation. 
I make this offer to meet with you in the best of faith and I will 
onsideration to any facts you may wish to present. I shall expect the same 
onsideration from you. In other words, if you can convince me that our decision 
should be changed and that you can and will properly develop the sale of Pontiae 
motor vehicles in your area of sales responsibility, and if I should decide that 
vou are entitled to another opportunity and offer you a new selling agreement, it 
ust be understood that my decision will have been made solely on the business 
nsiderations involved. 
On the other hand, if you feel that you do have a lawsuit against Pontiac 
otor division for any past occurrences, then I believe it would be better for all 
oncerned if you pursued that remedy immediately. 
I am sending a copy of this letter to Mr. Kinsey, and I trust I may hear from 
ou in the near future. 
Very truly yours, 


a new 
mistake. 


possession, that there 


give full 


H. bE. CRAWForRD. 

Senator Witey. What follows? 

Mr. Fraser. Now, then, as a result of getting that letter, that was 
the first time that we would get an audience—we had been told that 
we could not have one—and if we had one, it would not do us any good. 

We called Mr. Crawford on the phone, told him we would be in on 
that date, and that we would not have any attorney with us. We had 
no intention of having an attorney. We were very happy to meet with 
iim. We would be in immediately. 

They set up reservations for us, we asked, which they did, at 
the hotel. 

We went to Pontiac, Mich., that morning at 10 o'clock, sat around 
. table very similar to this one. Mr. Crawford was there, the genera] 
sales manager, and Mr. Thompson, the Western general sales manager. 
Mr. King, the zone manager from Portland, and a young chap named 
Foley, who takes the notes and keeps the records. 

At the end, they had a big chart up there, as they have on every 
one of these dealers that goes in. It is about 314 feet long, and 214 
feet wide, on a big easel, the same as you use for meetings. That has 
been made up in the central office. It shows your sales performance, 
and what the price class and penetration is in the market. We had 
all of that, and the figures. They were there. 

They also show the dates that the zone manager had called on me 
n the past 2 years, and the dates that the regional manager called. 
They always come in twos. Frankly, I could not remember whether 
they called on us on those dates or not, but that is the file they had 
built up. 

That is transferred into a big chart. There is one on every one of 
he dealers that received one of these letters. They go through the 
whole chart, and they say: 

“Well, there it is. Your operation we have always conceded is 
good service operation, best financed.” 

We carry all of our paper, about $900,000 worth. We do not use 
any financing. We used to use GMAC in 1951. They discontinued. 
We carry all “of our own paper. 
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Mr. McHvuen. Did you form your own finance company ? 

Mr. Fraser. Yes; just took it right into the company—just ran if 
through our business. 

Anyway, when they got through, they asked us what we had to 
offer. We said we did not have much to offer, we just had one sole 
purpose in coming down there, that was to ask to have our Pontiac 
franchise renewed. “What do you want us to do to renew it?” 

They said, “Well, it is on the board—everything is right there that 
we want you to do.” 

We said, “We have done those things. We have increased it—got 
the salesmen on there now.” 

They had the figures, of course. We were still only 6.6 of the price 
class, that is, of all of the dealers. That was much better than other 
cities. There was no sense arguing, because you are dead on the way 
in. 

| knew that well enough myself. T was with them long enough. 

So we said, “We came down for one thing, just to ask to have out 
franchi sC cada 

We asked Mr. Crawford what he wanted us to do to renew it. We 
knew we could sell those automobiles without any trouble. 

Ile turned and asked, “Young fellow, why did you not sell more 
Why did you not sell those 16 cars a month that vou are short ?” 

“Tam only short eight.” I said. 

That isa debate. It is eight. 

I said, “I do not know. We only made $12.10 a car on the cars we 
lid sell.” 

So we did not want to sell any more than that and go in the hole 

could have eaten or thrown them in the river—it would not have 
made that much difference to our operation, because we can handl 
if financially, 

‘All we want is our franchise renewed, and we want you to tell 
what you want us to do to renew it.” 

“Well.” he said, “let us all go to lunch.” 

So we all went to linch. We came back, and said, “Well, now, what 
is the dope?” 

“This is a momentous decision,” he said. “J have to discuss it with 
the western general sales manager, Mr. Thompson, with Mr. King, 
and w ith Holme Ss. thre regional manager from the Pacific coast,” who 
was not present. Te said, “We will let you know our decision in a 
couple ot days.” 

I said, “I wish you would make it pretty fast. Today is the 20th 
and the 22d is the announce ment date—I have a 13-week radio and 
TV program going on the air that I will cancel if we are not :zoing 
to have the franchise 2 days aes now.” 

“That is fair enough. You go back, and we will let you know in u 
couple of days.” . ; 

Ser ator W ILEY. This Wis October 22 ¢ 

Mr. Fraser. This was on the 20th when we were there—no, yes, 
that is right—October 18, I mean, we were there. I said that we 
would have to get it on the 22d, that we announced the car. 

So he said, “That is fair enough. We will let you know.” 

Frankly, we got on the plane and went back, figuring they were go 
ing to renew it. Otherwise they would have told us “no” ’ right then. 
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On October 20, this was written. We got the announcement the 
night of Friday mght. We got it after the announcement. We re 
leased all of our radio stuff, which we were able to kill—I am not 
talking about being hooked for 13 weeks, but this letter came in at 
0:30 or 10 Friday night. 


Mr. A. M. Work, 
Billingsley Pontiac Co., 
Portland, Oreg. 

Dear Mr. Work: I have again reviewed our file pertaining to the operation of 
Killingsley Pontiac Co., and have given further consideration to the various 
inatters that were discussed in our meetings of October 18, 1955, in the confer 
ence room here at Pontiac. This meeting, as you know, was arranged as a 
result of my letter of October 7, 1955, in which I offered to discuss with you 
any facts, figures, or information which you felt had not been brought to my 
attention, 

Nothing was presented in the meeting that had not been considered by me 
prior to our decision of July 26, 1955, not to offer a selling agreement to 
Lillingsley Pontiac Co., on the expiration of the current selling agreement. We 
see nothing to suggest that we reverse our decision of July 26, 1955. 

Accordingly, you are advised that the status of Billingsley Pontiac Co. as a 
Pontiac dealer will terminate on October 31, 1955, in accordance with the 
terins and conditions of the selling agreement dated November 1, 1954. Pontiac 
Motor Division stands ready to discharge all of its obligations under the terms 
and conditions of the aforementioned selling agreement, and a representative 
from the Portland zone office will call on you within a few days to formalize 
the necessary arrangements. 

A copy of this letter is being sent to William H. Kinsey, Esq., of Mautz, 
Souther, Spaulding, Denecke & Kinsey, Board of Trade Building, Portland, Oreg., 
who wrote to us on your behalf on September 20, 1955. 

Very truly yours, 
H. E. CRAWFORD, 
General Sales Manager. 


That was the last on it. We wrote a letter to Mr. Hufstader so that 
we would be on record with him. We had a letter back from him on it. 
We wrote another letter, also to Mr. Crawford. We were out Novem- 
ber lasa dealer. 

I was asked to come down here to testify, Senators. I did not ask 
to come down at all. They wanted me to come down. Iam not looking 
for any sympathy. I was stating the facts in the case. 

They thought, of course, that we would sell out. That is what the 
rest of the dealers did. They got pushed into a corner. They have 
got about $200,000 tied up in billings, et cetera, and if they do not 

ell out, they lose their shirt. 

We told them that we were not interested in selling out. We might 
lose a couple of hundred thousand dollars, but we were going to keep 
our 75 employees and find a way to make a living. So that is what we 
have done. 

I manage to get hold of new Buicks, new Chevrolets. I have plenty 
of Pontiacs. They shoved about 60 to me in those 10 days, more 
Pontiacs than any other dealer in the area. And when they came in 
and wanted to know, “Do you want us to buy them back?” I said, 
“Nope.” 

They said, “We will, you know, if you want us to, under the terms 
of the contract.” 

[ said, “That is right, King, I know that contract better than you 
do. I was with it longer.” 

“Parts?” 
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“No.” We did not want to sell them back. We are doing about 
$18,000 or $19,000 worth of parts business a month. 

We are not. losing our customers. They still come to us for service. 
That is what we built it on. 

We have plenty of Pontiacs. We will be able to get Pontiacs other 
places. So we are operating without a franchise. 

I may — ate a supermarket—that may be the very thing that I 
fought for a long, long time on all of the committees I was on out there. 

So if I do, I suppose I will be the highest-class bootlegger in Port- 
land. | Laughter. | 

Everybody else has operated off the used-car lot. 

We hs ave 95,000 square feet. We have $900,000 net worth. We are 
supposed to be one of the best dealers, if not the best in the country, 
and have been for a good many years, servicewise. Our employees 
have been with us all the wav from 15 to 16 years. We only lost 1 
mechanic in 5 years. Te went to Alaska. So we do not have much 
turnover. We are not about to go out of business. We are not about 
to sell out. 

That left them on the spot, too. They have been on the street 
trying to find a dealer. They opened a new Pontiac dealer on the east 
side with 5,000 square feet. He was down to see me about handling 
ull of his service for him. That is a new representation. 

That is part of this new setup of hiring lots of salesmen, which 
they asked me to do, putting on team captains, which is a new word 
that was not new to us—called TO men :—Take-Over men. ‘To every 
five men, you have a TO man. You have 5 or 6 of them. That is 
about 30 men. When the customer comes in, you push him into a 
stlesroom, and you start to push him and push him on down. You 
take the keys. The customer comes back to get his.car. He does not 
make it. They eannot find the car. The keys are gone. You are 
familiar with it. You have been reading this high-pressure way of 
selling automobiles. Nothing new about it. 

We have been against that in Portland for 6 years, one of those 
ee 

They are scattered pretty well up and down the coast, about 25 of 
those deals. 

Pontiae put one in to San Diego down there, at Long Beach. You 
sell 60 cars a month, they said. This new dealer is getting out 300 
amonth—325 put out this last month. I do not blame General Motors 
on it. It vets out automobiles. 

Well, that is part of the chain that took this new deal over there. 
A man named Bud Meadows has been manager of this particular 
other deal, handled that kind of an operation. The NADA ean give 
you the dope on it. Tim: imine. 

Mr. McHven. Do you know whether Motor Holdings has any in- 
terest in any of these Pontiae agencies you have referred to here? 

Mr. Fraser. I do not know—T wouk lsay not. 

Senator O’Manionry. Are you saying, Mr. Fraser, that the Pontiac 
dealer who was named by the Pontiac Co. to take your place has moved 
into Portland with a new business site ? 

Mr. Fraser. About the size of this room. 

Senator O’Manonry. About the size of this room ? 


Mr. Fraser. Yes. 
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senatol CV MaAtoNnt 7. And he 1s without the service facilities that 
vou have ¢ 
Mr. Fraser. He has no service facilities. He would not be able 
to have them there until he builds a building or gets something else. 

Senator O'Manonry. And he is coming to you ( 

Mr. Fraser. I will service all of his customers. 

Senator OMationey. To have the service done ? 

Mr. Fraser. I will service all of the cars. 

Senator OManoney. And you have done it 

Mr. Fraser. I will as soon as he vets coiling. He just vot his cars 
on the floor when I left there Monday. 

Senator OManioney. Have you a moral agreement to that effect ? 

Mr. Fraser. You bet we have. 

Senator OMarnonery. Have youa written agreement / 

Mr. Fraser. No, certainly not. 

Senator O’Manonry. Does the zone manager know ? 

Mr. Fraser. No; that is just between us. There is no reason why 
he should know. I want the business. 

Senator O’Manoney. He may know it now. 

Mr. Fraser. He probably does, because I will be servicing cars. | 
have serviced over one-half of the cars that the competitive dealer 
across the river always sold. 

Senator O’Manonry. Do I understand Mr. Work was invited to 
put up money to take over a Pontiac dealership when it was boarded 
up in this community ? 

Mr. Fraser. Closed up with boards in front of it. There was not 
any dealer up there. 

Senator O’Manonry. Who was the Pontiac representative who 
urged that action ? 

Mr. Fraser. The local zone manager at that time was L. W. Ward, 
who later became general sales manager and had the same job as 
Mr. Crawford has that I have been quoting here. 

Senator Winry. Where is he? 

Mr. Fraser. He is in Detroit. He is in the boat business. I have 
not seen him in a long time. He went out as general sales manager. 
I think it was about 21% years ago. I might stand corrected. 

Senator O’Manonry. In any event, he was acting with full author 
ity when he induced Mr. Work to put up $40,000? 

Mr. Fraser. Yes; that is right. That is the way, of course. 

Senator O'Manonry. To open up a plant that was boarded up and 
not operating‘ 

Mr. Fraser. That is right. 

Senator O’Manonry. Who was the owner of that plant at that 
time? 

Mr. Fraser. I forgot who that was. It was way back. 

Senator O’Manonry. Was it Pontiac? 

Mr. Fraser. Well, Pontiac never owns them. I have forgotten the 
man’s name who went broke up there. He boarded it up. He was 
through. 

Senator O’Manoney. The money that was put up—— 

Mr. Fraser. Mr. Work put up all the money for that. 

Senator O’Manonry. Was put up for the purpose of this site? 

Mr. Fraser. Yes. 
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Senator OM \WONEY. And the reopening of it q 

Mr. Fraser. Yes. And we established the building and put in the 
liprovements. 

Senator O’Maioney. And if I remember your testimony correctly, 
at the beginning when he was approached, Mr. Work was not partic- 
ularly interested 7 


Mir. Fraser. Tle was not. THe was retired from business, had a can- 
cerous condition, came back and had that temporarily repaired. He 

till had to go back and have a lot of graft work done. 

Senator O’Manonry. What persuaded him finally to undertake 
this? 

Ir. Fraser. They sold him on the idea that he would never have to 
do anything with the business, just put the money in—‘We will see 
fo it you get Management. 

Senator O’Manonry. Mr. Ward sold him ? 

Mr. Fraser. That was also the general sales manager at that time, 
who had been a Pontiac dealer. 

Senator O'Manonry. Mr. Ward knew that you were going in on the 
transaction ? . 

Mr. Fraser. No: you see, I came in later. I did not come in until 
1950. This was 

Senator O’Manonry. Youcame in long after that ? 

Mr. Fraser. I just gave you the background of this whole operation. 
I took over January 1, 1950. 

Senator O’Mattonry. Since that time, do I understand that the 
operation has been a profitable operation ? 

Mr. Fraser. Yes. It was one of the most profitable in the whole 
Northwest. 

Senator O’Manionry. Mr. Work is satisfied with the returns that 
he has had ¢ 

Mr. Fraser. Yes. 

Senator O’Manonry. From his investment ? 

Mr. Fraser. Very satisfied; the last few years, they were far from 
satisfactory. 

Senator OMauonry. What is the value—— 

Mr. Fraser. Made more money than we made in the automibile 
business, but it was an enjoyable business. 

Senator O’Manonry. What is the value of the plant that you now 
have? 

Mr. Fraser. In October, it is $680,000, T think, net worth. 

Senator Winry. Property and cars? 

Mr. Fraser. $600,000—that is just net worth. Total assets, 
$1.300,000. 

Senator O’Manonry. After you received the final dismissal order, 
the zone manager came around and wanted to buy back the cars? 

Mr. Fraser. No; he did not come in for a long time afterwards. 
We just did not say anything and he did not say anything. We just 
let it cook. 

Just before he went in, Senator, to the factory, the wholesale organi- 
zation were going in to see the new cars, why he came in at that time, 
and I think that was September 18—the 15th or the 18th that he 
came in, and he sat and talked about going in and taking the new car 
announcement material. They had already held dealers’ meetings 
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where they sell them en masse; you know, we were not invited, of 
course, naturally, because we were not going to be recontracted—a 
number of other dealers were not invited—the ones who get them 
tlone before they recontracted. 

At that time he asked what we were going to do, let the business 
vo down the drain. 

Senator O’Manoney. Yes? 

Mr. Fraser. We told him, “No. It was not going down the drain.” 

He said, “Well, we stand ready to find a buyer for you here.” 

We said, “We knew that.” 

Senator O’Manonry. That is what I was getting at, they stood ready 
to try to get a buver ? 

Mr. Fraser. Yes. They would like the location, T know—I know T 
would have if I had been in his position, but I do not think that they 
would have found one to take that size operation. 

Senator O’Manonry. You understand that to be an offer from the 
zone manager ¢ 

Mr. Fraser. Well, yes 

Senator O’Manonry. That he would try with the backing of Pontiac 
to get somebody who would be willing to take over your plant? 

Mr. Fraser. He wanted me to sign a form that was called a sell-out 
letter. 

Senator O’Manonry. Have you a copy of a sell-out letter? 

Mr. Fraser. No, because I don’t sign them. If you do that, you 
authorize him to take you out of business. But these fellows get in a 
pretty tough spot—maybe you have got a thousand or $1,500 rent, like 

e have on one building, the other one we own—and your total rent is 
ibout $2,000 a month. If you cut the revenue off, you start losing 
$8,000 or $10,000 a month. The lease runs for years and the selling 
igreements are only for a year, and it puts you in a tough spot. 

Senator O’Manoney. There are dealers whose financial position is 
such that they cannot stand out the way your company is standing out? 

Mr. Fraser. Ninety-eight percent of them are in that position. 

Senator O’Maunonery. Ninety-eight percent of them are in that posi- 
tion? 

Mr. Fraser. Yes. 

Senator O’Manoney. And therefore they have to take the deal that 
: offered ? 

Mr. Fraser. That is right. 

Senator O’Manoney. And your alternative was to stand on your 
financial strength—— 

Mr. Fraser. Try to slug it out and make a living this way. 

Senator O’Manonry. And undertake to bootleg cars? 

Mr. Fraser. Anything it takes to try to keep the organization to- 
vethe r. 

Senator O’Manonry. Will you explain what is meant by “bootleg- 
ng cars,” and how the operation is carried out ? 

a Fraser. It is buying a car from a franchised dealer at any price 
from $25 to $100 over his cost, and reselling it. 

Senator O’Manoney. Now, the cost to the dealer is the cost of the car 
tothe factory, is it? Or does it include anything else? 

Mr. Fraser. The factory sells a car to the dealer on an invoice, the 
invoice states the EOH, which is the Government tax, the advertising 
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that is attached to ee car, and certain other items on there, and freight, 
if it is shipped in, as all cars are. That varies anywhere from zero to 
$160—that is wh: it it costs a Pontiac dealer, a Ford dealer, a Buick 
dealer, a Chrysler dealer, any of them. 

Senator O’Manonry. Let’s get these items clear, because there are a 
lot of persons around here that are mere amateurs so far as automobiles 
are concerned. I must plead that I am one of that group. 

You said there are certain elements there in this cost. Now, No. 
is the price of the car itself to the manufacturer: right ? 

Mr. Fraser. You mean to the dealer, do you not? We wouldn't 
know what a car costs a manufacturer. 

Senator O’Manoney. I didn’t state it very accurately. I meant 
ie price which the manufacturer insists upon getting. You have to 
put the cash down on the barrel head. 

Mr. Fraser. Yes, the way they bill the dealer. 

Senator O’Manronry. ‘That is right. 

Mr. Fraser. That comes in as a price—the bill will be—the car will 
be billed at $2,000, but that is just the bare car. Then the comme: 
cial line will show the accessories, such as power brakes, power 
steering, hydramatic, and so on and so forth. 

Senator O’Manronry. And some of them are optional and some of 
them are not 4 

Mr. Fraser. Well, every accessory that is not standard on the car 
would be listed over here, and that would be a total of maybe $700, say, 
of accessories. 

Senator O’Manonery. That is where the purchaser of automobiles 
doesn’t always know—— 


! 
1 


Mr. Fraser. No; we order the accessories, we order the cars and 
then put the accessories on in the main with our particular division 
of Pontiac. 

Senator O’Manrionry. I was going to speak of this advertising item 
which comes next. The advertising items which is assesssed to each 
car is money that is expended by the factory in advertising the car, 
is it not? 

Mr. Fraser. That is right. 

Senator O’Manonery. It isnot money that is expended by the dealer, 
except insofar as he pays it to the manufacturer ? 

Mr. Fraser. That is right. 

Senator O’Manonry. Now, when that advertisement comes out and 
names the price of the Pontiac, what price does it name, the price «at 
which it was invoiced to the dealer, or the price at which it was in- 
voiced to the dealer plus the cost of the accessories, or what ? 

Mr. Fraser. Yes. It is all billed—the total amount down is the 
price of the car, and then the transportation charges and the delivery 
and beastie charges, the cooperative advertising, and that will be 
the price—plus the accessories—that will be the price that I pay for 
that carload of cars when it comes in. 

Senator O’Manonry. Is that the price that it says in the adver- 
tisement ? 

Mr. Fraser. No—you mean when the factory advertises the price of 
the car? 

Senator O'Manoney. Right. 

Mr. Fraser. No; they advertise f. 0. b. Detroit as a rule. <A car in 
Detroit they will advertise for $2,200, while we are probably selling 
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that car for $2,900. There will be S700 difference in what it costs 
i customer and what the factory will advertise it at. All factories 
lothat. That is f. o. b. factory. A customer could go to Detroit and 
uy that car from a dealer in Detroit, if he ever wanted a car like 
iat, he actually could get it. The dealer wouldn't have it in stock, 
ut he would find one some place, he would have to wait to get one. 
It would have no heater or anything on it, and the dealer wouldn't 
e stocking any. 

Senator O’Manoney. But the fact is that the advertisement put 
out by the factory which the dealer helps to pay so much assessment 
per car states the price of the car in the local community at the 
fo. b. rate at Detroit and not at the local rate? 

Mr. Fraser. Sometimes they do, sometimes they will advertise in 
the local Portland paper—we will take my town, the same thing holds 
true of all of them—in the righthand corner it is Pontiac Catalina, 
maybe $2,500 delivered. And then it will say “f. 0. b. Detroit,” other- 
wise delivered in Portland, and then it will be up and including the 
freight on it. 

Senator O'Manoney. I am trying to find out what the cost is rep- 

‘sented to be in the advertisement for which the dealer pays. You 
inant me first, I thought, by saying that it would be f. o. b. Detroit, 
but that car would be sold from $500 to $700 more in the local com- 
munity. 

Mr. Fraser. It would be. 

Senator O’Manoney. So that if that advertisement is printed in the 
local paper with the f. 0. b. Detroit—— 

Mr. Fraser. It is a little misleading. 

Senator O’Manoney. Yes; it is misleading to the purchaser. 

Mr. Fraser. If you want to take it that way, yes, it would be mis- 
leading. But it has been done a long time, of course. 

Senator O’Manonry. Put the period after misleading, that is where 
t is. 

Mr. FRraAsEr. bpgy You do understand—the gentleman just re- 
minded me, the f. o. b. price Detroit is a stripped- down car, you un- 
derstand that. The dealers don’t order a car with nothing on it. 

Senator O’Manoney. I am putting myself in the position of an 
ordinary person reading a newspaper in any town in the United States. 

Mr. Fraser. It is very confusing and deceptive, I will have to agree 
to that. 

Senator O’Manonry. And those who read those advertisements may 

iereby be warned that the price which is given in those advertisements 
by the factory advertising is the stripped-down price at the factory 
ind not the price which the dealer will ask? 

Mr. Fraser. Yes; I suppose you could say that—all right, that 
orrect, I guess. 

Senator O’Manionry. I was going to ask you to explain this system 
of bootlegging, how it is done. One dealer, who has a se ‘lling agree- 
ment, which you were so anxious to get but couldn’t get, finds himself 
with more cars than he can sell conveniently, and without pressure, 
ind he will sell them for—you said $100 more than the invoice? 

Mr. Fraser. Depending on how much pressure is on him to get rid 
of them. And now, for instance, they were calling me from St. “Louis. 
Houston, Detroit, Chicago, they ¢ all me and say, “I understand you 


is 
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want to buy automobiles, | am a broker, | have so many Mercurys, 
Chevrolets, Buicks, pick them out and I will ship them to you.” The 
dealer I called on said, * You can have this ear and this car and this 


car’ —“three Buie ios if you want them”—they were not hardtops, they 
wanted to get them off their jo lay reports, they wouldn't get these 
others until they got orders. » I buy them. 

Senator OManonry. And those cars are bought principally from 
franchised dealers / 

Mir. Frasrr. That is where they have to come from. It is the only 


prea » they come from. 
‘ator OMationry. No question about it ¢ 

Mr. Fraser. It is big enough now to have a broker in between, he 
rounds them up. 

Senator O'Manoney. The franchised dealer who makes that sale, he 
knows what he is domg, doesn’t he? 

Mr. Fraser. Certainly he does. 

Senator O’Manonery. Does the zone manager of General Motors 
hat is beine done ? 
Mr. Fraser. Well, that is a moot point. I suppose he does, yes 


Ne. 4 


know V 


sure he does. The cars just don't oy ee 
Senator ee HTe is not an Alice in Wonderland, is he? 
Mr. Fraser. No. ill tell you, I formed a lease company Jan io 
do that, it cost me th conte just to form a lease company. I gave it a 


name, and | filed it for 75 cents with the Secretary of St: ite, and i 
when | buy a car they say, “We can't sell it to you as Billinesley 
Motors, that would be bootlegging,” but they can sell it to me as So 
and So Company. 

And he sells them to me. You know every day how much business 
is done in the United States in the automobile business, and that is 
something that is not true in any other business. 

Every morning in every pr incipal city a paper comes out which we 
all ere to called the Crane report, finance and commerce, it lists 
the car, motor, and serial No., and whether the car was sold or whether 
it ison contract. Every dealer picks that up, and the factory, to find 
out how their dealers are doing around the country. In that it would 
show if some dealer—take a Pontiac dealer—sold a car to Billingsley 
Motors, then the other Pontiac dealer would take it up and say, “He 
is selling that toa bootleeger.” We have raised all kinds of heb about 
that, because we see this man’s name that we know is a used-car opera 
tor, and we see where a Buick dealer " sold him one and a Pontia 
dealer, and a Chevrolet dealer and a Chrysler dealer, and a Ford 
dealer, and we know the V bootlegged “Ma cars. 

And that is how you form lease cc mpanies—there are a dozen lease 
companies, Joe Brown Lease, United Lease, and Lend Lease—that is 
the name of the big one in Minneapolis—they have got three out there, 
that is the big one in Minneapolis—that is the way now—it doesn’t 
appear on that Crane sheet, or in P. L. Polk, all these sheets around the 
country all come in to R. L. Polk, who furnishes the registration 
certificates—that is the big way they sell these cars and are covering 
itup. Everybody knows about it. 

Senator OMaitonry. Would you say that the general sales man 
ager of a factory would be unaware of the conditions that exist / 


ve mers 
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Mr. FRASER. I don't think he could be, because he has got to he 
pretty smart to get up that high. I would hate to think I was up there 
ind didn’t know it. 

Mr. Moore. May I speak with him just a moment, Mr. Chairman 4 

Senator OManuonry. Certainly. 

There was a short pause. ) 

Mr. Fraser. They were mentioning the letter that Harlow Curtice 
ent out to the General Motors dealer organization relative to this 
rractice of selling cars to bootleg channels, and what it would ulti- 
nately do to their business, and so forth. I have forgotten the exact 
vording of it. 

Senator Winery. What date? 

Mir. Fraser. | have forgotten. 

Senator Witry. That is while you were a dealer / 

Mir. Fraser. Yes, almost a year ago. 

Senator O'Maionry. That was a letter deprecating this practice? 


Mr. Fraser. Yes. They know it is going on—he knew it was going 
in, I say, everybody in the business knows it is going on. 

et me put it this way. Take a figure of what they have asked us 
o do for next year. Take General Motors, our own case. As a 


Pontiac dealer, we are told now we are to get 90 percent of price 
lass. And you understand what price class is, percent of market 
penetration. You know what this is that we are speaking of? 

Kor every hundred cars sold, Pontiac—as a dealer, I am supposed 
to sell 9 of them—for 100 cars sold I am supposed to sell 9 of them. 
Nine percent now is what they are shooting for. If I remember cor 
rectly—I wouldn’t want to quote it—I don’t like to get outside of 
Pontiac, but I know other dealers—I believe that Olds was to get 
around 11 or 12 percent; and I believe Buick now, Mr. Curtice an- 
nounced it, is going to. go for second place this year, so if he can go to 
second place ; F ord is 22 percent, that gives Buick 22 percent ; Chevro- 
let is going to be we i ahead of Ford, Ford is around 22, and 22.2 
his is all through October—-Chevrolet is 22.9, so we will say they 
vant 25 percent from them. 

Now, you haven’t got Cadillac in there for 2 percent. That is 69 
percent of the market, that is only going to leave 30 percent for 
Chrysler, Ford, and all the rest of them. And they are all saying 
the same thing, too, gentlemen. That is it. 

So they have to go through bootleg channels to get cars out. 

Senator Witry. The whole thing is really the result of, then, would 
you say, car- overproduction ? 

. Fraser. That is a pretty big problem. I am like, I suppose, 
om man that has been in this business a long time. They talked about 
having a saturation point in this business ever since Henry Ford made 
iis millionth ear. 

Senator Witey. Do you have any trouble with your dealing with the 
finance company of the General Motors organization at any time? 

Mr. Fraser. No; I don’t use them. I have my own. But I did 
tse them for several years. Always, as far as any connections with 
(MAC were concerned, it was excellent. T would say that from that 

nd it was excellent. If I didn’t finance my own cars tomorrow and 
(rMAC was available, I would use it, I suppose, because I know them 
owell. I know the men with them so well. 
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Senator Winey. Did they ever try to put any of this pressure on 
you, or any thing like that / 

Mr. Fraser. There was no way they would have any pressure to 
bring on us. 

Senator Winery. Do you have any law in Oregon compared to what 
our court said the law 1s in Wisconsin 4 

Mr. Fraser. We don’t have it, but I wish we did. I have bucked 
your Wisconsin law many times in Minneapolis, and there were a 
couple of dealers we tried to get rid of for a long time that are still 
sitting there. If we had them allover, we would be all right. 

Senator O’Manonry. On which side are you now / 

Mr. Fraser. I am on the other side. I said [I wasn’t in here for 
sympathy. 

Senator Winery. Listen to this question, I listened to your testi 
mony, and I think you are a fighter of the kind that is needed. And 
I probab ly think that the bet you are fighting are sorry now that 
they did what the V did. 

But let’s find out from your viewpoint—first, you claim that you 
complied with sales per formance such as they w: anted. 

Mr. Fraser. [thought Lcomphed. They thought I did not, I euess. 

Senator Winey. Well, you think you did. 

Now, then, you complied with their requirements as to additional 


salesmen ? 


Mr. Fraser. Yes. 

Senator Witry. They claimed that your management was not up to 
snuff or something, but you claim that you complied with that require- 
ment é 

Mir. Fraser. Well, 1 guess so. We have shown that letter to a lot 
of people; nobody understands yet what they were talking about, 
what their requirements were. 

Senator Witry. This is the question I wanted to ask. 

Mr. Fraser. We feel we have definitely. 

Senator Winery. I think the Lord has equipped you with a pretty 
good mental apparatus. 

Mr. Fraser. Thank, you. 

Senator Witry. What is your opinion—if they are reasonable 
people, what on earth was their reason for doing this thing? They 
have hurt themselves; they probably hurt you. 

Mr. Fraser. Oh, they have hurt us. 

Senator Witry. W hy such asininity has been necessary, that is what 
I am getting at. Ts there some hidden reason? Did you ever have 
any quarrel with any of those fellows ? 

Mr. Fraser. We do not know. 

Senator Winery. Did this man Work have anything to do with the 
cancellation? He was your boss, was he not? 

Mr. Fraser. Yes, boss and associate. 

Senator Witry. Well, it seems to me that you have demonstrated 
clearly when you say that you have increased the sales some 200 
percent, that you put on additional salesmen, and they did not put 
down anything concrete where your management was not any good ; 
[ cannot understand why. 

Mr. Fraser. Neither can we. Tam bewildered: I do not know. I 
was with them too long—TI do not know how they ever had done any 
thing. It isthe last 2 years this stuff has started coming up. 
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Senator O*Manonry. Senator Wiley, let me say 

Senator Witey. Let him answer. To me it is very important in 
my mind as to why big organizations would pull a stunt like that if 
t appears to be unless there is some e xplanation, unless there is 
Senator O’Manonery. Senator, may I make just a little reference to 
his testimony ¢ 

Senator Winey. Go ahead. 

Senator O'Mauoney. In order to focus the minds of the committee 
on What this gentleman has said. 

Mir. Fraser's testimony was that after he had been put through the 
wringer and told that the selling agreement would not be renewed, 
some time after, to be sure, the zone manager offered to help him vet 
L pure haser, and then he interpolated, “They expected me to sell out,” 
or words to that effect. 

Senator WiLtey. Now, then 

Senator O’Manoney. Here is the direct testimony of Mr. Fraser 
hat the zone manager approached him with a proposal to get him a 

buyer. Now, that testimony needs explanation. 

nator Winey. I interpreted that to mean this: that under the con- 
tract there was some obligation to try to do something once the con- 
tract was terminated. But why they terminated it, in the first place, 
ere is no evidence that there was anyone around that was better 
in you people were or could deliver the woods better than you did 
or there is no evidence that I can find so far that there was any real 
mismanagement in the business. 

It seems to me that you were hittine the ball. 

Mr. Fraser. We thought so. 

Senator Wirtry. As the y concluded. 

Now, it is important to know, if there are any other facts in the 
jeture that we do not understand, and that is why I am asking you 
f you can look back through the years that you were with them. 
whether there was any personal conflict betwen you and any of these 
fellows: whether there was anything of that in there that would seem 

to me to show that they went off the handle. 

Mr. Fraser. You mean in my personal years with the corporation 
before I left them ? 

Senator Witey. Whatever you can think of 

Mr. Fraser. No. 1 left them rather reluctantly, and I have many 
letters to prove that. 

l hey wanted me to stay on, and I rather hated to leave them because 
{ had spent a good many years with them, and my relations with 
them were fine with the factor V5 and with the others—were always of 
the very finest all the while I had been in it, afterward until, as I say, 
his happened. It has been the last 2 years when this terriffe pres- 
sure has come down not only on me but it has come down—this one 
rather climaxed them all in the whole Northwest, including men in the 
orporation who are just stunned. They do not know what is going on. 

Senator Winey. I think that probably is the answer. 

Mr. Fraser. They do not know what is going on. It is just too 
much pressure they have. Many of the men in the corporation are 

eht there today, and feel the same way a out it. This case brings 
t out very forcefully. 


Senator Wirry. You think it is a question again of a competitive 
ice that does no particular cvood for the whole country c 
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Mr. Fraser. Well, I believe that is one of the things. It is not 
overproduction: it is a question of a competitive race and individuals 
trying to establish a reputation in their own individual names; each 
division trying to outdo the other, and the overall bosses on the top: 
the y hi ave got to hold a job after all. They are no different from the 

ealer: we have to do our job, too. 

Senator Winey. The testimony in this case indicates that the result 
would be just the opposite. 

Mr. Fraser. You do not know. Maybe through the whole picture, 
they get enough other dealers scared stiff when the »y knock out one like 
this, it has got them all—I eave a talk at the dealer meeting when this 
all happened. I called them all together, 35 dealers, and I said I was 
tired listening to phone calls, and I gave them a talk and I read all 
this. 

I said, “You want to know why we were canceled out? I don’t 
know. Here is the whole story.” 

Rather than repeat it to all my dealer friends that I know and 
worked with, I held a dealer meeting or, rather, a dealer meeting was 
being held, and I happened to be the chairman of the automobile show 
out there this year, and the meeting was being held, and I gave them 
this information. 

Now, of course, the dealer body as a group, and the State Associ- 
ation, wanted immediately to all write letters and get together and 
make a protest — ally to General Motors. 

I told them it was a waste of time and it would not do any good, 
and it would “a have 

Senator Witry. Do you have any suggestion as to a remedy ? 

Mr. Fraser. Do they have any? 

Senator Winey. No, you. 

Mr. Fraser. A remedy for what? 

Senator Witry. Well, for the apparent injustice that has been done. 

Mr. Fraser. I have no remedy, they tell me. 

Senator Witry. That is what your lawyers say ? 

Mr. Fraser. Well; no: I would not say that; they do not know 
either 

Senator Winery. Is there any step being taken out there to create a 
law to protect the dealers ? 

Mr. Fraser. There will be at the next session, Senator. 

Senator Winery. You can emphasize that ? 

Mr. Fraser. Yes. 

Senator Witry. You mean business on that one, too; do you not ? 

Mr. Fraser. Yes. I imagine if I am still there, that I will be work- 
Ing pretty hard on it, too. 

Senator OManonry. You are aware, no doubt, Mr. Fraser that the 
Federal Trade Commission as long ago as June 5, 1939, recommended 
certain definite steps, some five in number, for the improvement of 
the dealer-factory relationship by making this selling agreement not 
i unilateral surrender by the dealer to the manufacturer, but a bona 
fide contract in which obligations were undertaken upon each side, 
enforcible in court. 

Mr. Fraser. I did not know that. 

Senator O’Manonry. That was done, that was recommended, I 
mean, but Congress has not seen fit as yet to act. 
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If that were done, would you think it would be a good thing ¢ 

Mr. Fraser. Yes: I think so, de finitely. 1 thin k you should have 
some recourse—I will put it this way—I think you should have some 
recourse 

Senator O’Manoney. Did you read the testimony 
vou—of Admiral Bell yesterday 4 
’ Mr. Fraser. Yes, sir; I was here and read it right along wit! 
ves, SI?r. 
~ Senator O’Manoney. He mentioned this specifically. 

Mr. Fraser. Yes; IL know that. 

Senator Witry. Do you think the steps you have taken have com- 
plied with the general appeal provisions of General Motors ? 

Mr. Fraser. We did all but one thing, and by that do you mean did 
| eotothe General Motors Dealer Relations Board ¢ 

Senator Witry. Whatever it is, did you do it? Because I think 
so far to me, at least, all you have done is really contacted some sub 
ordinates really; have you not? It seems to me that a thing of this 

haracter is something for a head of an organization if he thinks in 
terms of public relations, and I was just wondering whether, like in a 

ise we had here previously, testimony as to the steps that were t: aker 
on ap ea while he got nowhere, at least he went through the ordinary 
provisions that apply in cases of this kind. 

Mr. Fraser. Senator, to answer your question, these are not sub- 
ordinates, as he brings out, the men I talked to. They were the top 
of Pontiae division, and my problem was before them. 
be no talking to 

Senator Wintry. Wait a minute, he was the sales mar 
not ¢ 


let. me interrupt 


i him: 


There would 
ager: was he 


Mr. Fraser. Yes; he is the general sales manager. 
Senator Witey. Do you think that is top or the president of the 
fanization ? 
Mr. Fraser. Mr. Critchfield, you mean. They are 
dealers: they are concerned with production. 
Senator Witry. They ought to be close to it because they are not 
reating very good relations with this behavior. 
Mr. Fraser. Let us put it this way: All those letters that were 
written were not written by anybody who signed them. They were 
‘itten by the legal department of General Motors and sent back for 
signature. They are all conversant with this particular case, 
me, 
Mr. McHvueu. Mr. Fraser, did you ever 
he dealer relations board ? 
Mr. Fraser. No: I did not. 
Mr. McHven. Why not? 
Mr. Fraser. Because the dealers going before it were 
itisfaction that I knew of. 
Mr. McHuen. You did not feel you would be treated f: airly before 


em 4 


Mr. Fraser. No. 


not close to the 


believe 


ask for a hearing before 


getting no 


I tell you we had gone up to the top = the divi- 
. and those who have gone before it so far, each man who has gone 


before it right up as of = had had no satisfaction, and rather than 


' before a rigged court, I'd just rather say no. 
Senator Witey. Did your organization that vou said vou talked to 
the weneral consensus of all those people one that there should be 
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ome such provision such as we mentioned here, such as the Wisconsin 
v. that would give a review in the courts? 
Mr. Fraser. If you had the Wisconsin law, this thing would never 
ave happened in our particular case. You have to have very definite 
vrounds to do this thing. 

Senator Wirry. All right. 

Why did you, when you are on their side, why did you oppose that 
statute? Let us vet the oe side, put yourself back to where you 
vere when vou were fighting for General Motors, why did you oppose 

hat / 

Mr. Fraser. I suppose one of the reasons, I was 26 years old. 

Senator Winey. 1 think that is a good answer. 

Mr. Fraser. | was just taking orders; I was just a youngster then. 

Senator Winey. You were just seeing one side of the matter? 

Fraser. That is right. I believed in it wholeheartedly. 

Senator Witey. And working just as hard then as you are working 
row 

Mr. Fraser. That is right. 

Senator Winey. Toshow up what vou think is the truth of the thing / 

Mir. Fraser. That is rieht. 

Senator Wirry. Well, you must admit that in drawing contracts 

Mr. Fraser. There is nothing wrong with the individuals on this 
thing and men that even called on me, and there has not been any- 
thing wrong with the corporation until the last 2 or 3 years. 

It has been this last 2 or 3 years when you have got this power- 
runk madness; it is only this last 2 or 8 years. 

Senator Witery. Power-drunk madness ? 

Mr. Fraser. Whatever vou want to call it, that is what it Is. 

Senator Winey. That is quite a phrase. Perhaps it is more descrip- 
ive than what we have had said here. 

Mr. Fraser. It is not the individual fortunes. These individuals 
have all the money they need. It is—the only thing I can think of 
5S power. 

Senator Witry. Do you think if you have concrete statutes, State 
statutes, in other words, sometimes in the case of remedies we have 
vot to think in terms of all parties concerned. It would be Genera] 
Motors here, it would be the dealer, and it would be the public 4 

Mr. Fraser. That is right. 

Senator Winey. And those are the things that we are looking for. 
I want tocompliment you, sir, on your statement. 

[ have got to leave again, I am sorry. 

Senator OMantonry. Will you stay for just a moment! I want 
to say just this: IT will ask Mr. Fraser if he has any idea how many 
people are employed in the automobile industry in the United States. 

Mr. Fraser. I believe it is 1 out of 5 or 1 out of 7, 1 have forgotten 
which, Senator, closely allied to it by taking in your service stations 
ind conner ted alhed oil indus cry. 

Senator Winey. And there are 65 million employed; 1 out of 7? 

Mr. Fraser. It is 1 out of 5 or 1 out of 7, I have forgotten which. 

Senator O’Manonrey. It is safe to say that 9 million people in the 
United States are directly or indirectly emploved in the automobile 
ndustry, is it not 4 

Mr. Fraser. If 


t went down, you would be in the biggest depres 
ion in the world, t 


ere IS ho question about that. 
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Senator O’Manoney. Absolutely. 
Mr. Fraser. Or if they oe anything to pull it down, such 
is extending terrific credit by forcing people ; it is too big. 
Senator O’MaAnoney. Is it not a fact that the number of successt 
iutomobile producers has been steadily decreasing during all the 
iod that you have been in the business / 
Mr. Fraser. I came into it pretty late—it was pretty well ironed 
before | got there. You see, 1b Wi is only Lie B ig Th nree when | 
ot into it in the early thirties; it was just Ford, ( ‘hrysler, and Gen- 
il Motors. 
enator O’Manonry. I thought you had gotten into the industr: 
fore that. 
Mir. FRASI R, No. sir. 
Senator O'MAnoney. Well. you do know before that there wer 
¥ more manufacturers ¢ 
Mr. Fraser. In 1951, I went with Ford Motor Co. 
Senator O'Manongy. Well, there were 9 manufacturers a couple of 
rs ago, and mergers during the past 2 years ae reduced that 9 
/ to 6, but the 3 top manufacturers leave only about 10 — of the 
usiness, as I think you stated this afternoon, for the other : 
Mr. Fraser. About 10 percent, ves. 
3 Senator O’Manoney. So that we have General Motors and Ford 
Chrysler, and now we have this extraordinary situation whic] 
ou have deseribed this afternoon, and which Mr. Travis has de- 
ribed, with sowing such fear among the dealers throughout the 
country that the National Association of Automobile Dealers asks 
to be heard by Congress in order to secure some sort of protectior 
ivainst a unilateral contract. 


ee 


) Is it not a fact that if by unwise forcing of cars, by sales programs, 

that make t impossible for the dealer to make a profit from the sale 
ls of the car, and tend to drive him to depend upon his service business 
vf to keep his head above water, that we are seeing a condition develop 

which threatens the basis of our entire economy when one takes into 
te onsideration the raw materials which must be purchased for the 
ve building and the distribution of the cars which are the basis of this 
“| du stry { Do you agree? 


Mr. Fraser. I agree. 
Sen tor O'Manoney. Do you agree that is the basis‘ 
v1. Mr. Fraser. That is right. 
Senator O’Manoney. ‘That is what this committee is working with. 
We feel, I think I can speak for the entire committee, that the loca] 


nt American dealer in automobiles is entitled to be a free American 
ny enterpriser, and not to be handled under a contract or a selling agree- 
0s. ment of the type here which makes it necessary for the dealer to put 
en up the investment and to take the management orders of his business 
ns from the central sae ity of the manufacturer for whom he acts. 


Mr. Fraser. Yes, sir; that would be a great step if we would get that 
traightened around. 


ch. Senator O’Manoney. Do you have any further questions of this 
the Witness 4 
le Mr. McHvuen. Do we have some more time? 

Senator O’Manonery. Well, Senator Wiley has to go, and we do so 
_ well when he is here, that I do not want to go on when “he leaves 


Off the record. 
(Discussion off the record.) 
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Mr. Kaminsky. May I impose upon your time? 

Senator O’Manoney. Just a moment, please. Will you give the 

hairman your name, please? 

Mr. Kaminsky. Yes, sir. Miller Kaminsky, Savannah, Ga. 

Senator O’Manonry. Why do you ask to speak? 

Mr. Kaminsky. Sir, I made a reservation to go back here on the 
train and today I fought all day trying to get that canceled, and I got 
one for tonight. Can you give me just, say, 15 or 20 minutes? 

Senator O’Manonry. You are on the witness list? 

Mr. Kaminsiy. Yes, sir. 

Senator O’Manoney. Yes, I will make an exception in your case. 
If vou have finished with Mr. Fraser. 

Mr. McHuen. Just a few simple questions. 

Senator O’Manonry. Yes, Mr. Fraser, the attorney has a few more 
juestions. 

Mr. McHouer. Do you ever receive any complaint from any officials 

the GM C orp. concerning the amount of profit which you were 
making on your operations? 

Mr. Fraser. IT did at one time, a year ago. In March of 1954 I had 

‘all at 7:30 in the morning at my home, just as I was eating break- 

ist. on time is different there. 

Mr. Crawford, the general sales manager, wanted to know what I 
was aaa selling 27 cars and making $10,000 or $400 variable net car 
profit. And T explained that we had marked our used cars down. 
The month before we made $1,000 and the month before lost $900. 
That was merely an adjustment on used cars. 

He said, he still thought I would sell a lot more cars if IT could sell 
27 and make $10,000; I was not selling enough new cars. However, 
that was not on new cars. It was just an adjustment on used cars. 

Any time you get up over a certain variable net car profit and you are 
not selling enough ears, they say you are holding too tough on your 

deals. Nobody is today, I don’t believe. Evervbody is trading down, 
and in my own case T know we traded down. The year before we lost 
$23 a car on the 295 we sold. And this year we made $12.10 on a car. 

All I have is my finance profit in there and insurance profit and 
parts. 

Mr. McHuau. By that you are saying they were complaining on 
the amount of profit that you were making on the car and expecting 
you to sell more cars? 

Mr. Fraser. If you are making too much money, they say you are 
not selling enough cars because you are trying to make too much 
money. That isn’t true. 

Mr. McHven. Did that ever decline? 

Mr. Fraser. No. They always got their money on their cars. 

Mr. McHuen. You stated that the year before, the only profit you 
made was on your financing business. 

Mr. Fraser. Thad an operating loss of $1,500, $1,600. 

Mr. McHven. What was your total profit for that year? 

Mr. Fraser. $39.000. 

Mr. McHvuen. How much of that consisted of profit from your 
financing operation ? 

Mr. Fraser. $17,000 was on finance and $8,000 was on insurance, 
$4,000 on income. 
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So you will find that ruins me, with an operating loss right there of 
$1,500 or something, of $23 a car loss for 1954. This year I have done 
better. I made $12.10 a car on 529 ears. 

Mr. McHveu. I aed: ind from your testimony that you at one 
time did business with the General Motors Acceptance Corp. 

Mr. Fraser. Yes 

Mr. McHueu. You went into the fin: incing business yourself ? 

Mr. Fraser. Yes. We had ample capital to do it and decided to 
get into it in 1951. 

Mr. McHveu. So you have been handling your own financing since ? 

Mr. Fraser. Yes, 100 percent. We pay for all of our cars when 
they come in—new and used car finance. 

Mr. McHwuau. Most of the profit which you have made since that 
time has been out of your financing = ition ? 

Mr. Fraser. Yes, that is right. I did say if you check into the 
dealers you will find that most are getting it through their financed 
parts. 

Mr. McIiveu. At one time did you deal with the General Motors 
Insurance Co. ? 

Mr, Fraser. Yes. GM Insurance, I did, until just about a year ago. 
I went over and changed over to a plan called “Resolute,” you under- 
write yourself. ‘That is a big independent outfit. 

Mr. McHuen. Now, you have nothing to do with the GM Insur- 
ince Co. ? 

Mr. Fraser. No; neither GM Insurance Co. nor with the GMAC, 
because I had sufficient money. I can make more money financing my 
own than giving it tothem. 

Mr. McHven. I understand from your statement that you made a 
profit last year on your insurance operation ? 

Mr. Fraser. Yes, that is right. There were many dealers across the 
country, thousands and thousands of them, the only profit they had 
was their insurance and the finance reserve. That was the only thing 
that kept them in the black. 

Mr. McHvueu. Mr. Fraser, did you discuss with any other dealers 
the system of distributing cars before you came out here? 

Mr. Fraser. Before I came to Washington ? 

Mr. McHven. Yes. 

Mr. Fraser. A lot of the dealers knew I was coming in here in 
the last couple of days. I called them and asked them if they had 
any things on their chest and they had a lot. 

Mr. McHueu. Could you tell us what type of thing? 

Mr. Fraser. Well, such as having to take so many cars on the end 
of the 1955 model run. 

They asked a dealer in the little town of Hillsboro there to take 20. 
He said he could not take them. “You are through,” they said. 

Mr. McHuen. Can you tell us the name of that dealer? 

Mr. Fraser. Stranahan. I forgot his first name. 

Mr. McHvan. Did he authorize you to make this statement ? 

Mr. Fraser. Yes. That is right. Then he said, “What are you 
going todo?” They said, “You take them or else.” 

He got down to take seven. He didn’t want to take any. He took 
seven. “You won't get any new cars when the new cars come,” they 
said. 
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And he got 4 ears for announcement and he sat there for over 30 
days and has not a new car vet. They are freezing him out on that 
one, 

A little dealer at Gresham said they wanted him to take so many 
cars or they would not renew his contract. 

Mr. McHuan. A Pontiac dealer? 

Mr. Fraser. Yes, Bowman in Gresham. 

Senator OMainonry. These are all instances of pressure to take 
cars Which the local dealer feels the community cannot absorb ? 

Mr. Fraser. It is the tail end . the season. You are going to have 
new cars in a — So they want to dump tne on these little 
dealers. The little dealer has not the nerve to tell them to “jump in the 
lake” which I did eat That is probably another reason why I am 
not a dealer. 

Mr. McHueir. Did these dealers report they were threatened with 
cancellation if the A" didn’t take the cars ? 

Mr. Fraser. “You will just do that or else,” they were told. 

Senator O’Manonry. In other words, this was a method of dis 
tributine 

Mr. Fraser. That was in October of this year. 

Senator O’Manoney. Of distributing at the end of the year, in 
advance of the 

Mr. Fraser. 1956 models. 

Senator O'Matonry. Of the new model. 

Mr. Fraser. Cleanup. 

Senator O'Manonry. The cleanup of the inventory that remained 


unsold. 

Mr. Fraser. Yes. 

Senator O'Manonery. Is that right? 

Mir. Fraser. Yes. 

Mr. McHuen. That is all. 

Senator O'Mauionry. Thank you very much, Mr. Fraser. 

Mr. Kirks. In answer to an inquiry that was made, I think by 
Senator Wiley, as to the date of the letter that was referred to previ- 
ously, it was February 24, 1954, over the signature of Mr. Curtice as 
president of General Motors Corp., wherein he recognizes the prac- 
tice of bootlegging and decries the practice. And we would like to 
have that included in the record, to show that the top officials of GM 
are actually aware of this particular practice. 

Senator O’Manonry. Very well. 

Mr. Kirkxs. Senator Wiley seemed to have been under the impres 
sion that maybe some of the top officials were not cognizant of that. 

Senator O'Manonry. This letter on the letterhead of General 
Motors Corp., General Motors Building, Detroit 2, Mich., dated Feb- 
ruary 24, 1954, office of the president, appears to have been addressed 
to General Motors distributors and dealers. 

Generally speaking, it is a mimeographed or multigraphed letter, 
signed by a simulated signature. It may be made a part of the record. 

(The letter referred to follows :) 

GENERAL Motors Corp., 
GENERAL MorTors BUILDING, 
Detroit 2, Mich., February 24, 1954 
To General Motors Distributors and Dealers: 

In March of 1953 I spoke to a large group of General Motors dealers in Chi- 
cago. The subject of my remarks was “Partners in Progress.” Copies of that 
discussion were sent to every General Motors dealer. 
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At that time I discussed some of the fundamental concepts which activate 
General Motors and each of its car and truck divisions in their relationships 
with their dealers and distributors. 

I emphasized the conviction which has existed in General Motors for ye 
that a strong, economically healthy and aggressive distribtuion 
s just as important to General Motors as is sound engineering, 
facturing and appealing styling. 

In the same spirit of mutual understanding, today I want to diseuss frankly 
with you a deplorable situation which is spreading in an alarming fashion in 
his business of ours. I refer obviously to the cancerous growth of “bootlegging” 
of new cars by enfranchised dealers throughout the industry—namely, the 
wholesaling of new automobiles to “used car” dealers, and outlets not franchised 
to handle such new automobiles. 


ars 
organization 


modern manu 


It is a development that concerns us very deeply, and I am sure that it is 
just as vital to you. 

It is a malignancy which, if it is not stopped, will eat away the very vitals of 
your business and ours. 

In order that our products may get into the hands of retail Customers it is 
most desirable from the viewpoint of sound business judgment that those prod 
ucts get to market through our enfranchised dealers. Thus, there are three 
equities involved in the marketing of automobiles—the customer's, the dealer’s, 
and the manufacturer’s. These equities emphasize the respective responsibilities 

at the manufacturer and dealer have to the customer and the mutual responsi 
bilities that exist as between the manufacturer and the dealer. 

the manufacturer has the responsibility for research, engineering, styling, 
production, and distribution. It must plan its manufacturing schedules as skill- 
fully as possible to build in conformity with the demands of the market and to 
protect and enhance its position in that market. It must build a dealer organiza- 
tion on a foundation of sound dealer relations—being properly selective as to the 
number and location of dealerships, as well as to the individual ability of each 
dealer, and cooperating with the dealer in the distribution, sales, and service of 
his products. The performance of General Motors in the discharge of these 
responsibilities speaks for itself. 

General Motors dealers have come to accept the fundamental fact that it 
their responsibility to provide adequate sales and service facilities to satisfy 
the needs of the customers in the territory wherein they function. They recog 
nize that these highly mechanized products which are constantly being improved 
ust be properly conditioned for delivery and must be serviced thereafter. This 
has become increasingly important in recent years with the development of 

utomatic transmissions, power steering, power brakes, high compression en 
giens, and other features including complicated body structures. General Motors 
dealers have generally provided marvelous facilities and trained personnel for 
the sales and servicing of the products they handle and the protection of their 
customers’ satisfaction. To assist them in this important phase of the busi- 
ness, General Motors is currently spending millions of dollars to build training 
centers to better serve our dealers and their customers. 

The recognition of these equities and the proper discharge of our respective 
responsibilities has established good will for the dealer, the manufacturer, and 
the product—a good will that is essential to the sale and distribution to a cus- 
tomer of the most complicated mechanical product under the daily operation and 
control of the public. These factors have also been a source of protection for 
the dealer and the manufacturer in that they have minimized and practically 
eliminated serious claims for liabilities against the dealer and the manufacturer 
that are recognized in law. 

Is it any wonder that I am deeply concerned over a practice that may well 
have the effect of destroying all the good that has been accomplished by our 
mutual efforts over the years, with its resulting effects upon the investments of 
General Motors dealers, the use of the products by our customers—not to men- 
tion General Motors, the entire automobile industry, and the economy as a whole. 
Let us also not forget the salesmen and service men who in many instances, for 
as many as 20 and even 30 years, have performed their functions in this industry 
so well. 

What are the contributing factors that we look for in such a situation? 
Certainly we have a buyer’s market and a very competitive market, but that 
is not an unusual circumstance or a new experience for General Motors. Is 
there excessive production or maldistribution resulting from unusual circum- 
stances not contemplated in our usual planning for production and distribution? 
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Our reports, surveys, and data clearly establish that these considerations are 
not contributing factors. In fact, 1954 models of General Motors cars were in 
the bootleg market before there was sufficient production to supply our dealers 
with the necessary stock for display and sales purposes. Even now some models 
in short supply because of limited production are being bootlegged. 

Under these circumstances, there can be only one reason for this practice— 
the selfish desire on the part of some dealers for a quick nominal profit at the 
expense of the customer, the public, the dealer organization, and the manu- 
facturer. Unfortunately this is not a new practice in the industry, but in the 
past it was indulged in only occasionally and to a limited extent. 

Kor our part, we will continue to review the performance of General Motors 
dealers in carrying out their obligations under the General Motors selling 
agreements. Whether bootlegging be the cause or the effect, it is not unreasonable 
to suspect that the dealer who indulges in such a practice may not be fulfilling 
his contractual obligation to maintain an adequate sales staff and a selling 
and customer relations organization adequate to take care of the sales potential 
of the area described in his selling agreement, as well as his obligation to develop 
the sale of new motor vehicles in that area. 

I appeal to all General Motors dealers to review their operations in the light 
of all of the considerations outlined above and to cooperate with General Motors 
in preserving the most valued franchise in the industry. 

Sincerely yours, 
H. H. Curricer, President. 

Senator O’Manoney. It has the signature of Mr. Curtice. 

Thank you very much, Mr. Fraser—— 

Mr. Fraser. Thank you. 

Senator O’Manonry. Fora very exciting afternoon. 

Mr. Fraser. This is the first chance I have had to talk back in a 
long time. 

Senator O’Manoney. Mr. Kaminsky. 


STATEMENT OF MILLER KAMINSKY, CHATHAM MOTOR CO., INC. 


Mr. McH{uen. Will you state your full name and address for the 
record ? 

Mr. Kaminsky. Miller Kaminsky, Savannah, Ga. 

Mr. McHucn. What is the name of your company 4 

Mr. Kaminsky. Chatham Motor Co., Inc. 

Mr. McHueu. What business are you in ¢ 

Mr. Kaminsky. Automobile business, Cadillac, Pontiac dealer 
at Savannah. 

Mr. McHuen. How long have you had your Cadillac and Pontiac 
franchise? 

Mr. Kaminsky. I have had Cadillac since 1935, Pontiac since 1939. 

Mr. McHuen. Had you been in the automobile business before this 
time? 

Mr. Kaminsky. Yes, sir. 

Mr. McHuen. In what capacity ? 

Mr. Kaminsky. I was in the automobile business for 40 years, new- 
car dealer, since March of 1916. 

Mr. Mcliven. Are you presently operating an automobile agency ? 

Mr. Kaminsky. Yes, sir. I am in the same position that our friend 
preceding me was, I am out. I am still carrying on through a used- 
car dealer. 

Mr. McHvan. I understand by that you no longer have your Gen- 
eral Motors franchise ? 
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Mr. Kaminsky. That is right. 

Mr. McHvueu. On either Cadillac or Pontiac? 

Mr. Kaminsky. That is right. 

Mr. McHwuenu. Were you canceled out or just not renewed at the 
end of the year ? 

Mr. Kaminsky. We were not renewed. We were not renewed on 
the same basis that the others were not renewed. 

Mr. McHueu. Did you receive a letter from the company telling 
you that they were not going to renew your franchise? 
~ Mr. Kaminsky. Yes, sir. 

Mr. McHueu. When was that? 

Mr. Kaminsky. I think it was in June of 1955. I received the first 
letter from Pontiac, then about 10 days later I received a letter from 
Cadillac. They didn’t come in together. 

Mr. McHueu. Did those letters state the reason for their failure 
to renew you? 

Mr. Kaminsky. The letter merely said, “canceling”—it is a form 
letter. It is merely a form letter. That is what itis. If I can find 
it for you. Here is one on July 7, 1955, from the zone manager, 
Atlanta. 

Mr. McHuau. Zone manager of Pontiac? 

Mr. Kaminsky. Pontiac, yes, sir. 

Your attention is directed to the fact that your current Pontiac selling agree- 
ment expires automatically by the terms on October 31, 1955. 

Please be advised that Pontiae motor division, General Motors Corp., will not 
offer you a new selling agreement and your status as an authorized Pontiac 


dealer will, therefore, terminate on that date. 


Mr. McII{uau. Have you subsequently received a letter then from 
Cadillac? 

Mr. Kaminsky. Yes. 

Mr. McHueu. Is that to the same effect ? 

Mr. Kaminsky. Same effect, except at a later date. 

Mr. McHuenu. Had you ever received any previous notification from 
either of these divisions that they were going to cancel you out or not 
renew your franchise ? 

Mr. Kaminsky. No, sir. I received a letter in the form of an adden- 
dum that established or attempted to establish that we were not getting 
our share of the business, which was contrary to facts. 

Mr. McHuau. Do you have that letter there ? 

Mr. Kaminsky. Yes, sir. We were notified prior to this verbally 
by an assistant zone manaer that we would not—of Pontiac and not 
Cadillac—Cadillac never told us except by form of letter. 

Mr. McHven. This was the first time you received any official noti- 
fication in writing? 1 

Mr. Kaminsky. In writing, yes, on September 15—— 

Mr. McHvuen. Of what year? 

Mr. Kaminsky. 1954, we received the identical letter, I would say, 
as the one read here, the one that preceded me. It was signed by 
Crawford and my zone manager. It is a form letter. 

Mr. McHveu. Does it set forth the reasons? 

Mr. Kaminsky. Yes. 

Mr. McHveu. Will you just read the reasons? 

Mr. Kaminsky. Yes. 
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(1) Dealership operation has not provided satisfactory penetration of the 
new car market available in the dealer’s area of responsbility. 

(2) Insufficient number of capable and well-trained new and used car sales- 
men to obtain the dealer’s fair share of the available market. 

(3) Premises at which the dealership operation is conducted are inadequate 
for the operation of a Pontiac dealership and are unsatisfactory because of 
inefficient arrangement and lack of adequate service and parts area. 

(4) Sales management of the dealership is not adequate to properly direct 
ind supervise the sales activities of the dealership. 


Senator O’Mauonry. That seems to be almost identical. Do you 
mind putting it in the record, sir? We will return the original to 
you. 

Mr. Kaminsky. Yes, sir. 


(CHATHAM Moror Co., IN¢ 
Savannah, Ga. 

GENTLEMEN: In reviewing the past operation of your dealership prior to 
offering you a selling agreement for the term commencing November 1, 1954, 
we note that Pontiac has on many occasions brought to your attention various 
deficiencies in your dealership operation. Your dealership company has ac- 
knowledged that it recognizes these deficiencies and has expressed an intention 
to correct them. In the opinion of Pontiac these deficiencies cause your dealer- 
ship operation to be unsatisfactory for the preservation and maintenance of 
the goodwill attached to the name “Pontiac” and the “Pontiac” trademarks. 

Pontiac motor division’s action in offering to you herewith a Pontiac selling 
igreement for the term commencing November 1, 1954, is not to be interpreted 
yy you as any indication that Pontiac motor division is satisfied with your 
operation. On the contrary, your operation is deficient and unsatisfactory in 
the following respects: 

(1) Dealership operation has not provided satisfactory penetration of 
the new car market available in the dealer’s area of responsibility. 

(2) Insufficient number of capable and well-trained new and used car 
salesmen to obtain the dealer’s fair share of the available market. 

(3) Premises at which the dealership operation is conducted are in- 
adequate for the operation of a Pontiac dealership and are unsatisfactory 
because of inefficient arrangement and lack of adequate service and parts 
areas. 

(4) Sales management of the dealership is not adequate to properly direct 
and supervise the sales activities of the dealership. 

[f improvement is not made with respect to the foregoing, we will be guided 
wcordingly in determining our future relations with your company. To be 
more specific, it is our present intention not to offer your company a new selling 
agreement upon the expiration of the term of the agreement being offered here- 
with, in the event that the required improvements in your operation are not made 
promptly. We are advising you of this fact so that you may be guided accord 
ngly in your future plans and operations. 

The Atlanta zone will notify you in the near future as to the date and location 
of a meeting to be held with you for the purpose of signing the selling agreement, 
which is enclosed herewith. Please bring these documents to the meeting so that 
they may be executed in the presence of the writer. 


Mr. Kaminsky. The clause here that deals with “area,” of not ade- 
quate area, is contradicted by another letter from the same man, 
shortly thereafter. On December 4, I sent him a letter with the blue- 
print of a new building, new additions to our present building. 

Senator O’Mauonry. December 4, 1954? 

Mr. Kaminsky. Yes, sir, December 4, 1954, and he said in that 
letter, if I can find it—I can find that letter for you—I am sorry 
[ haven’t got this thing organized. 

[ wrote Pontiac—this letter is identically the same letter I wrote to 
Cadillac: 

We are herewith enclosing preliminary plans on an addition to our present 
building. It is possible that you might have some suggestions that might be 
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f material help to us. It is possible that you might want to ask some questions 
on need of additional information. If so, please feel free to ask them and any 
help will be very much appreciated. 

That letter was sent to Pontiac at Atlanta with the preliminary 
drawings of this new addition. The same thing was sent to Cadillac. 
Phe letters were identical. 

The letter to Cadillac was never answered, until in July of 1955, 
when we were up there at this meeting pertaining to cancellation and 

e asked why they did not answer. “Well. we overlooked it. But the 
building is not satisfactory to us.” 

Mr. McHven. What was the nature and extent of this new invest 
ment vou are speaking of 7 

Mr. Kaminsky. It was a $100,000 addition to our present building 
which is a $200,000 building. Itisa four-story building on the corner. 
We own the other additional side of it and we are going to join both 
buildings together. That is, we were going to try to utilize the roof 
for parking, giving us a five-story building. 

Mr. McHucn. You were requested by either Pontiac or Cadillac to 
make this additional investment ¢ 

Mr. Kaminsky. Yes,sir. Cadillac asked for it—asked for an add)- 
tional investment in building, that is what they wanted—they con- 
tended that the building was not large enough to carry on. We were 
ready and willing to carry that agreement out. 

Mr. McHuen. Why did they tell you that your plans for investment 
were unsatisfactory 4 

Mr. Kaminsky. They wanted us to get out of the congested area and 
move into what they call now the acreage area. Most dealerships, if 
you will notice, they go out to some section where they can buy a plot 
of land because the automobile business does need a lot of space and 
they will buy this 4 or 5 acres. 

You can’t get inside of the city. You have to go beyond the city 
where that is available. What they like to have now is a one story 
building, that is, everything on one floor. In that way, why it is more 
eflicient, I will agree with that. 

And that is why they were looking with disfavor upon us putting up 
this current building, probably. We told them that the building we 
are in now can be used only for one purpose, that is, an automobile 
agency. Absolutely, it is worthless for anything else. 

There is an investment of $200,000 that we'd have to abandon. And 
to go out and put up another $250,000 building elsewhere would tie up 
all of our money into brick and mortar. We just could not see it. We 
didn’t want to lose this. 

We have got it at the present moment. It is valueless unless it is 
used strictly for an automobile establishment. There is nothing else 
it can be used for, just that type of business. 

Mr. McHven. Did you request a hearing before the dealer review 


board 2 
Mr. Kaminsky. Yes, sir. 
Mr. McHven. Did they give youa hearing? 
Mr. Kaminsky. Yes, sir. 
Mr. McHveu. Did you have an attorney present ¢ 
Mr. Kaminsky. No, sir 
Mi 


- McHvuen. Did you request to have an attorney present ? 
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Mr. Kaminsky. No, sir, because in the dealer relations booklet it 
emphi a states that it will not allow anybody to appear except the 
dealer in paragraph 3, or anybody directly connected with the com- 
pany. 

Mr. McHueun. Do you construe this to mean that you are not per- 
mitted to have your attorney with you 4 

Mr. Kaminsky. Yes, sir. 

Mr. McHueu. What took place at that meeting with the dealer 
review board ¢ 

Mr. Kaminsky. Well, my brother and I flew up to Detroit. And 
it this meeting, similar to this—this type of room—sat Mr. Curtice, 
Mr. Hufstader, Mr. Hopkins, about 15 in all. Included in those 15, 
there were the zone representatives of Pontiac and also Mr. Roach, 
the general sales manager of Cadillac. They greeted us very nicely. 
They were a half-hour late in inviting us in, but we came into the 
room and all the gentlemen were seated there. Whether they spent 
the half-hour discussing our case prior to our entrance or not, we don’t 
know, but we did goin. They greeted us very nicely, 

Mr. Curtice asked us to proceed and I placed in front of them the 
ictual blueprint of the new construction, specifications, and asked 
them if they would look at them, and also then started reading the 
brief that I had drawn up for them. Upon the conclusion of the read- 
ng of the brief, the Pontiac official turned to the chart and read from 
that and then the Cadillac official appeared and the chart was turned 
so fast, I couldn’t catch it. And then it was finished. And the only 
thing that Mr. Curtice said to me was that General Motors is spending 
a billion dollars and you haven’t kept up with the expansion of General 
Motors. That is just about all the conversation we had. We didn’t 
discuss my brief whatsoever but we shook hands and I went ou. 

Mr. McHuau. What did you understand was the effect of the charts ? 

Mr. Kaminsky. The charts had reference to lack of sales on Pontiac. 
We attempted to show him that for the period January 1 through 
July that we had gotten 8.77 percent of the business against Pontiac’s 
national average of 7.55, and we were 1.22 percent ahead of registration 
in our territory. We were in fifth place when Pontiac was in sixth 
place nationally. 

Mr. McHuan. For what period of time is this? 

Mr. Kaminsky. This is from the Ist of January through July of 
this vear. 

Subsequent to this—of course, that has been improved—— 

Mr. McHven. Did you present this information at the dealer review 
hoard then ? 

Mr. Kaminsky. Yes, sir. 

Mr. McHvuen. What were the figures concerning your market posi- 
tion which the corporation showed to you ? 

Mr. Kaminsky. Well, I don’t know, I just couldn’t read it. They 
went through it so fast I couldn’t read it, but I have got the Polk regis- 
tration which is the Bible in the industry. That is the one they—I wish 
to mention this, that at no time did they question any of this that I 
read to them. It was authentic and I had the record to prove it. 
And they just overlooked it without saying anything to me about it. 

Senator O’Manonry. It was disputed ? 

Mr. Kaminsky. No, sir; not disputed whatsoever. 
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Mr. McHveu. Was it your understanding that these charts which 
he y showed you indie ated that you were below the national aver: age 
for Pontiae 

Mr. aan By their method of calculation, possibly. I don’t 
know. We are now in the trade, sir, to go by what they furnish us, 
which is the Polk registration. They furnish it to us. And it is in 
the regular form right here, sir, if we might see one of them and see 
what it looks like. Here is one right here. Here is the form that we 
se that they furnish us. I route it to you, sir. It shows the amount 
of cars sold for the month and for the year through June in my 
county that is, my trade area of the county. It shows here that I 
vot 8.74 percent for the month and for the vear to date, 7.93 percent. 
Now. that is their figures that they furnish. The figure that I used 
was one in which they asked me to purchase through C. Tate Smith 

Atlanta, which I think furnishes Polk with the list. We buy that 
at their suggestion, and I have a young lady in the office disseminate 
t, and then I double check it. That is how I get my list. And I 
send them a copy of that made up this way. Now, they furnish a 
form, sometimes they send it to me, sometimes they don’t; when they 
don’t, Ihave to make up one. 

Senator O’Manoney. The point is, according to your calculations, 
you have a better record than they gave you by their calculations ? 

Mr. Kaminsiy. I would think so, sir. 

Senator O’Manoney. It is not a matter of thinking, either it was 
or wasn’t. 

Mr. Kaminsky. I don’t know how they arrived at theirs. 

Senator O°"Manonry. Never mind that, never mind how they ar- 
rived at it. Iam asking you, was your record of selling better, accord- 
ng to your calculations, than your record of selling according to their 
caleulations ? 

Mr. Kaminsxy. I know, sir, that mine is accurate. 

Senator O’Manonry. Was it better or worse than the other one? 

Mr. Kaminsky. It was better than theirs; yes, sir. 

Senator O’Manoney. It was? 

Mr. Kaminsky. Yes, sir. 

Senator O’Manonery. Well, was yours accurate ? 

Mr. Kaminsky. Yes, sir: mine was accurate. 

Senator O’Manoney. And it was based upon what, registration of 
cars ¢ 

Mr. Kaminsky. Registration of cars; yes, sir. 

Senator O’Manoney. By that you mean registration of cars for 
license in the county ? 

Mr. Kaminsky. In the county, yes, sir, that is what they go by. 

Senator O’Manoney. And what was ‘the percentage ni ationwide of 
Pontiac cars sold by Pontiac dealers with respect to registration / 

Mr. Kaminsky. There was 7.55 percent based on registration. 

Senator O’Manoney. What was yours? 

Mr. Kaminsky. 8.77 percent. 

Senator O’Manoney. By that you contend that you had better than» 
the national average percentage of Pontiae sales? 

Mr. Kaminsky. That is right, sir. 

Senator O’Manoney. Did anybody approach you after this can 
cellation or refusal to renew from the Pontiac organization, suggest- 
ng that you could sell out to another dealer / 
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Yes, sir not sell to another 
they would seek a buyer for us. 

Senator OManonry. They offered to find a buyer for you? 

Mr. Kaminsky. Yes, sir. 

Senator OOMAHONEY. rae did? 

Mr. Kantinsny. The Cadillac and Pontiae both. 

Senator O) MAHONEY, W ell, who is the individual ? 

Mr. Kanminsiky. Mr. Roach of Cadillac, and Mr. Brooks of Pontiac. 

Senator O7Martonry, Now, were they the respective zone managers 
for these two « ompanies 

Mr. Kaminsnky. Mr. Roach is general sales manager of Cadillac 
Motor Car division. 

Senator O'Manoney, General sales manager 4 

Mr. Kaminsky. Yes, s 

Senator OO MAHONEY. scan Detroit / 

Mr. KAMINSKY. Detroit, yes, sir. 

senator O’MAHONEY. And he otfered to help wet a purchaser for 
you 4 
~ Mr. Kaminsky. Yes, sir. And Mr. Brooks is the zone manager in 
Atlanta for Pontiae Motor division. 

Senator OMationry, Did either one of them indicate that they had 
a possible purchaser in rai 


Mr. KAMINSKY. dealer. said 


They 


Mir. KAMINSKY. Yes, sir, they had several prospects, but they weren't 
able to approach them oan we gave them the ¢o sign. 

Senator O'Manonery. Did they indicate what sort of a price they 
night offer / 

Mr. Kaminsky. No, sir, they did not. 

Senator O'Mationry. They didn’t bargain with you? 

Mir. KAMINSKY. sn sir. 

Senator O'Manonety. They just wanted to help? 

Mr. Kaminsky. pion wanted to he ‘Ip. 

Senator O Maroney. To help you get out ? 

Mr. Kaminsky. Yes, sir. 

Mr. MclHlucu. Previous to this time had the zone manager from 
either Pontiac or Cadillac ever told you how many cars you were 
expected to take ¢ 

Mr. Kaminsky. Yes, sir: they came down and said we ought to 
sell 40 a month, and then they hiked it up to 45, and then up to 50. 
We were averaging 3814 units per month. 

Mr. McHueu. Thirty eight and a half units per month, according 
to your figures, Was : en ation: a average for Pontiac 

Mr. Kaminsky. Yes.s 

Mr. Mcllucu. Were pal ever told what might happen if you didn't 
take those cars ? 

Mr. Kaminsky. Yes, sir: we got pressure all the time, everytime 
anybody came in we had pressure. 

Mr. McHvau. What type of pressure ? 

Mr. Kaminsky. W 





. “Sell more automobiles,” “Put on more sales- 
men,” “Spend more money”—they always could find a way for us to 
spend our money. 

Mr. McHlucu. Did they ever tell vou anything might happen to you 
if vou didn't take more cars than vou were suggesting ? 

Mr. Kaminsky. Yes, sir: that is what I have got now, the threat of 
cancellation. 
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Mr. McHucn. They sent you a ietter later on / 

Mr. Kaminsky. Yes,sir. 

Senator O’Manonry. Well, the documents which are furnished by 
Vir. Kaminsky are so similar. if not identical, to the documents fm 
nished by Mr. Fraser, that it is clear that the cancellation or the 
refusal to renew the selling agreement was based upon the conclusion 
of the sales managers of Pontiac that neither of these dealers had 
ittained sufficient market penetration to satisfy the sales managers. 

Mr. Kaminsky. That is correct. 

Senator O'Manonry. That is the story ¢ 

Mr. Kaminsky. That isthe story: yes. 

Mr. McHuen. Mr. Kaminsky, did you ever have any occasion to 
order any cars from either Pontiae or Buick without accessories ? 

Mr. Kaminsky. From Pontiac, not Buick. 

Mr. McHueu. Or Cadillac. 

Mr. Kaminsky. Yes, sir; we would send orders for 50 or 60 ears 
it a time, sometimes 30, it depends on our stock at the time. And we 

ould send these orders in—we had to take various cars, various body 
tyles, and so forth. And we would order accessories by the process 
of some rather heavy, others just medium, and some probably without 
weessories. And probably within 3 or 4 days the district manager 
would come in with these orders in his briefcase and say, “We can’t 
take them.” 

We would say, “Why can’t you?” 

“We want more accessories on them,” he'd say. 

We said, “When can a poor Phiad) buy al automobile ? We Want to 
get some poor men’s cars in here.” But we did add the accessories 
totnem. 

Mr. MclHtuer. Was this the zone manager ? 

Mr. Kaminsky. No, the district manager. It would be one of the 
maller men that would bring the order back; the district manager 
would be about the lowest man on the totem pole. 

Mr. McHuen. As a result of this, you would change the order to 
include the accessories they were asking 4 

Mr. Kaminsky. Yes, we would increase them. We would com 
promise, add probably another 35 on this one, 50 on this one, and 
00 on another. 

Senator O’'Manonery. How did you finance your operations 

Mr. KX A\MINSKY. We operate on cash. You mean how we paid fo. 
the cars ? 

Senator O'MAnHONEY. Yes. 

Mr. Kaminsky. Cash. 

Senator O’Manoney. You paid cash on the barrelhead ¢ 

Mr. Kammnsky. Yes, sir. 

Senator O’Manonry. You didn't require any financing / 

Mr. Kaminsky. No, sir. 

Senator O'Manonry. You didn't require GMAC or 

Mr. Kaminsky. Not on a wholesale basis, no. We sold our paper to 
(GMAC, but all our cars were bought for cash. 

Senator O’Manoney. You sold the paper which your purchasers 
gave youtoGMAC? 

Mr. Kaminsky. That is right, sir. 
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Senator O’Manoney. But as far as financing the payment to the 
manufacturers so that you got the title to the car, you handled that 
with your own finance stre noth ? 

Mr. Kaminsky. That is right, s 

MclIlucu. Were you ever required to take underbody coating 
which you didn’t want, by the factory # 

Mr. Kaminsky. Yes, sir. In 1951 they approached us, or they came 
in, a boy by the name of Newsome came in and said we had to take a 

‘arload of undercoating. We told Mr. Newsome that we were not in 
the undercoating business, we had no facilities for undercoating 
we would like relief from any purchases. 

Ile said we would have to buy. So we compromised and bought 
half a earload, 40 tons. 

Senator OManonry. Tlow much did that cost you ? 

Mr. Kaminsky. $1,641, plus freight. 

Senator O’Manonry. What did you do with it? 

Mr. Kaminsky. We peddled it out by drum to other local dealers 
at low cost, and on a theory that we would give them any under 
coating business we might receive from our customers, and that is how 
we were able to dispose of it. 


g, and 


Mclivau. Did you ever receive any other pressure to take ad 
vertising literature or a else you ‘did not want? 


Mr. Kawinsxy. Yes, sir. » have one right here, sir. 
In 1949 we were approac at on 90,000 ~ cards advertising used 
ears. At that time, sir, we had no used-car problem. Any dealer 


could sell all the new or used cars they could get 

Still it was just they wanted : 1 $3,800 expenditure for postcards. 
Now, that would be a direct m: ile ampaign. 

They would send the cards in tome. I would take them to the post 
office. IT had a frank procedure there, and we would pay them—they 
went out in 5,000 lots—we paid them $50 for each lot per month. 

Senator O’Manonry. Did you buy those post cards? 

Mr. Kaminsky. Yes, sir. 

Senator O’Manonry. From whom did you buy them? 

Mr. Kaminsky. From Pontiac motor division. 

Senator O’Manoney. Through what ? 

Mr. Kaminsky. Pontiac; it came from a company called Market 
Builders. 

Senator O’Manonry. Market Builders? 

Mr. Kaminsky. Yes, sir. Let me find that for you, sir. I have got 
it right here. 

At first, sir, they sold us this program. 

Senator O’Manoney. Iam trying to follow up this Market Builders. 

I want to know what that corporation is. 
Mr. Kaminsky. Pontiac Motor division representative approached 
us to buy a direct mail campaign on used cars, 
Senator O’Manonery. That I know: but from whom ? 
Mr. Kaminsky. Froma company called Market Builders in Chicago. 
Senator O'Manonry. Well, now, what do you know about Market 
Builders Co. ? 
Mr. Kaminsky. We do not know them at all, sir. We bought them 


from Pontiac, but we were billed. They, in turn, sublet the jeb to 
Market Builders. 
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Senator O’Manoney. Do you know who owned Market Builders? 
Mr. Kaminsky. No, sir. 

Senator O’Manoney. Was it a subsidiary of Pontiac? 

Mr. Kaminsky. I do not know, sir. 

Senator O’Manoney. Were any of the oflicials of Pontiac inter- 


ested in Market Builders ? 


Mr. Kaminsky. I really do not know, sir. All I know, sir, is that 
Pontiac sold us the deal; they sold us the deal. 
Senator O’Manoney. Well, Pontiac pressured you into buying post 
ards from another outfit ? 
Mr. Kaminsky. That is right, sir. 
Senator O’Manoney. I think, Mr. McHugh, we had better take the 
name of this company and see what its organization is. 
Mr. McHvueu. Mr. Kaminsky, whom did you pay for this? 
Mr. Kaminsky. I paid—I have got that check right here—I paid 
lurket Builders a check for $3,568.83. 
Phen, sir, they cut the program down. 
t appeared that the dealers were criticizing the program, and they 
ut it down from an 18-month program to a 12-month program, and I 
eceived a refund of $885.85 from Market Builders. 
Senator O’Manonery. That is because you had not received the 
‘tire amount you had ordered ? 
Mir. Kanuinsky. No, sir. I think what occurred was after this 
ino—that was a national proposition—after it got around, the 
dealers probably were up in the air about it, so rather than—they 
probably cut the program down from an 18-month deal to a 12-month 
deal. In other words, the cards would go out once a month for 12 
months instead of once a month for 18 months. Do you understand 
me, Senator. 
Senator O’Manonry. I do. But I do not know yet whether you 
paid for the entire amount or not to justify the refund. 
Mr. Kaminsky. No, sir. The original program called for buying 
post cards for 18 months. 
Senator O’Manoney. Well, were you to pay — t all at one time? 
Mr. Kaminsky. Yes, sir. I paid for it all at one time to get a 
>-percent discount. I was throwing away the money, and I wanted to 
save as much as I could. So I paid them $3,568.83. They came back, 
and re wieed the order by cutting it down to $2,702.16, which 
brought about the credit 
Senator O’Manoney. So that you are not to receive as many as you 
had originally ordered ? 
Mr. Kaminsky. That is right, sir. 
Senator O’Manoney. And paid for and, therefore, got a refund ? 
Mr. Kaminsky. We sent those out for the first 4 months. Then we 
took the balance and threw it in the trash. 
Senator O’Manoney. May I see that document, sir? How do you 
pell that last word you used ? 
Mr. Kaminsky. The trash box. 
Another thing that might be interesting, sir, in which they comment 
on reducing the deal, the original letter from Pontiac 
Senator O’Manonry. Now, pardon me just a minute. Tam trving 
to find the identification of Market Builders. I find in here a tele- 
gram dated Chicago, IIl., apparently received by you August 31, 1949, 
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addressed to Chatham Motor Co., Inc., Liberty and Drayton Streets, 
Savannah, Ga.: 


Piease confirm correct permit number for used car mailing cards. 

MARKET BUILDERS, 
Tom CONWAY. 

Is there any other document here which identifies this company 4 

Mr. Kaminsky. Market Buiiders? Yes, sir. 

This piece right here, sir, is one, and I think—let us see what this one 

this is Pontiac, and you notice Market Builders there, sir. They 
take the order and send if right on to Market Builders. 

Senator O'Manonry. Now, this is a document entitled “Pontiac 
Good Will Used Car Merchandising Contract, Order No, ------ , Zone, 
Atlanta, Date, Anueust 22, 1949.” 

It isaddressed to Market Builders, Inc., 1524 South Wabash Avenue, 
( ‘hicago 5. Elis: 


Gentlemen, You may enter our order for 5,004 each of 18 mailings in accordance 
With the price schedule and terms as selected below 


and the items selected were 5,000 to 9,999 mailings per issue, 18 issues. 
3 cents each. 

Krom whom did you get this? 

Mr. Kaminsky. We got this from the zone office in Atlanta; thev are 
the ones who solicited the business. 

Senator O’Manonry. Did you execute this order ? 

Mr. Kaminsky. Yes, sir. 

Senator OManoney. Or did the Pontiac Co. execute the order ? 

Mr. Kaminsky. They came and wrote it up and we signed it; J 
s1oned 1t. 

Senator OMationry. I do not see your signature here. 

Mr. Kaminsky. Yes, sir: this is my signature right here, sir. 

Senator O'Manonry. You testify then that on the back of the ex- 
hibit which I have, from which I have just read a portion giving the 
price ana the amount ordered, vou siened your name “Miller 
Kaminsky ¢”? 

Mr. Kaminsky. Yes,sir. 

Senator O'Matrionry. Authorizing this purchase? 

Mr. Kaminsxy. Yes, sir. 

Senator O'Manonry. And accepting the obligation ? 

Mr. Kaminsky. Yes, sir. 

Senator OMarionry. I see. 

Mr. Kaminsky. It was done reluctantly. [Laughter. ] 

Senator O’Manonry. I suppose you mean it was done under pres- 
sure / 

Mr. Kaminsxy. Definitely, sir; definitely. 

Senator OManonry. Very well,sir. I think you have given me the 
information that I wanted. Save the document, sir. 

Mr. Kaminsky. All right, sir. 

Mr. McHwuen. Mr. Kaminsky, can you tell us the approximate time 
of these orders which you referred to previously which did not contain 
the parts and accessories ? 

Mr. Kaminsky. That was inthe early part of this year. 

Usually it starts at every new model run, they taper off as they go 
along, but at the beginning of a model run, when the pressure is put 
on for extra accessories, as they go along the cars beecome—— 
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Senator ( YMAONI ¥. Off the record finish your sentence. 

Mr. Kaminsky. You see, as you start a new model run, which this 
s, a 1955 model just coming out, that is when they start the demand 
or request for the accessories. 

Then, as you go along in February and March, the pressure get a 
little lighter. By the time it gets into the tough selling season, so to 
speak—of course, it has been tough for the last couple of years—but 
the real tough months, the last 5 months of the selling of that model 
run, they will taper off and you do not have too much trouble with 
them. 

Senator O’Manoney. Off the record. 

( Discussion off the record. ) 

Senator O’Manonery. The committee will stand in recess until 10 
o'clock tomorrow morning in this room. 

(Whereupon, at 5:40 p. m., the committee recessed, to reconvene at 
10a. m., Thursday, December 1, 1955.) 
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THURSDAY, DECEMBER 1, 1955 


UNITED STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10: 15 a. m., in room 
112, Senate Office Building, Senator Joseph C. O'Mahoney presiding. 

Present: Senator O’Mahoney (presiding) and Senator Wiley. 

Also present: Senator Herman Welker (Idaho); Donald P. Mec- 
Hugh, assistant counsel. 

Senator O’Manonry. Mr. McHugh, are you ready to proceed ? 

Mr. McHuen. Yes, Senator. 

Senator O°’Mauonry. Who isthe first witness / 

Mr. McHwuen. The first witness is Mr. Lee C. Anderson, a Buick, 
Pontiac, Chevrolet dealer from Lake Orion, Mich. 

Senator O"Manonty. You may proceed. 


STATEMENT OF LEE C. ANDERSON, PRESIDENT, L. C. ANDERSON, 
INC., ACCOMPANIED BY JAMES C. MOORE, GENERAL COUNSEL, 
NADA 


Mr. McHvuen. Will you state your full name and address for the 
record, please ¢ 

Mr. Anperson. My name is Lee C. Anderson. My home is Lake 
Orion, Mich. 

I have been a Pontiac, Buick, and Chevrolet dealer in this town for 
21 years. 

Senator O’Manonery. What town was that ? 

Mr. Anperson. Lake Orion. 

Senator O’Manonery. What State? 

Mr. Anperson. Michigan. 

Mr. McHuen. How large an establishment do you have there, Mr. 
Anderson ? 

Mr. Anperson. Why, we have real-estate assets of about $440,000. 
We do an annual business of about $3 million, the last 3 or 4 years. 
We sell about 700 new and about 1,800 used cars. 

Geographically, I would like to make this statement: I am about 
midway between Detroit and Flint, about 12 miles north of Pontiac. 
It is probably the geographical center of the automobile business. 

Our community is made up largely—probably the majority of the 
people there, their income is derived from employment with General 
Motors or manufacturing automobiles. Farming used to be the main 
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thine there. but it is fast growing and fast industrializing. So our 
main clientele for cars is among people familiar with the automobile 
industry. 

Mr. McIIucu. Have you any idea about what percentage of the 
Income in your community comes from or through General Motors 
ae ae loyees / 

Mr. ANprerson. My banker tells me that approximately 60 percent 
of the eal checks are General Motors checks there, to the com 
munity. 

Mr. McHucau. You have stated that you sold around 700 cars; 
that correct ¢ 

Mr. Anxprerson. About 700 new cars. We sold 701 in 1954, that is 
new ears, and about 1.800 used ones. 

Senator WiLry. 1.800? 

Ir. ANDERSON. Yes 
Senator Winey. Pontiacs / 

\ir . ANDERSON, | sed CaVs. 

Senator WEY. But the new ones, are they Pontiacs ? 

Mr. Anprerson. They are made up of the three: Chevrolet, Pontiac, 
uid Buiel 

Mr. McHfuait. You have three separate franchises 4 

Mir. ANprrson, Three separate franchises. We have had the three 


concurrently since we were first sioned in October 1934. 

Mr. Me Hvc H. Well now, can you tell us approximately how those 
new-car sales are divided among the three lines # 

\1 


Ir. Anperson. Traditionally under territorial security, prewar, 

ey were divided about 450 Pontiaes, about LOO Buicks, and about LOU 
Chevrolets. 

Phat ratio held in line until the expiration of the Sloan formula in 
19-49 and then it ciamtactto thane. 

Mr. Mclfucu. Wouid you explain to me what you mean by the 
Sloan formula / 


Mr. Anprrson. Well, the Sloan formula applies to General Motors 


déasiova. it doa vanthensdieal @rmidiaed ae 
Sloan setting it forth when the war first started. The dealers who 
would stay in business and keep their service departments open during 


the war would be offered a contract and the same percentage of prod- 
ucts for the succeeding 2 years that they received in the calendar year 
L941, of products , 

Senator O’Matnonry. May I interrupt? There are a few phrases 
and words which ought to be clearly understood and defined. I find 
that the words “contract” which you have just used, “franchise” and 
“selling agreement” are all applied to the same thing. That is to 
say 

Mr. Anprerson. Selling agreement and franchise would be one and 
the same thing. 

Senator O’Manonry. The paper is the same thing. 

Mr. ANprerson. Yes. 

Senator O’Manonry. Do you believe it is a contract ? 

Mr. ANpreRsoN. Yes. 

Senator O"Manonry. With mutual obligations ? 

Mr. Anperson. It has obligations. 

Senator O’Manonry. Mutual obligations—obligations on the part 
of the factory as well as on the part of the dealer ? 


Bae 
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Mir. Anperson. Very few obligations on the part of the factory, 
onsiderable on the part of the dealers. 

Senator O’Manonry. Now, that isthe same as franchise, is it ? 

\ir. Anperson. That isthe franchise, the selling agreement. 

Senator OManonery. And it is the selling agreement, too ? 

Mr. Anperson. Correct. 

Senator O’Manoney. It is the same document that we have been 
talking about throughout this hearing so far as the dealers are 
oncerned ? 

\ir. ANprerson. That is right. 

Senator O’Manonry. And then vou used another phrase a bit 
earlier. I did not make note of it at the time. It seems to have escaped 
my mind at the moment. 

‘Yes, territorial security; what do you mean by territorial security ? 

Mr. Anperson. In the franchises previous to 1949, and I think 
luding 1949, we had a certain assigned territory in which we were 
ipposed to develop the sale of merchandise. 

Senator O’Manoney. Did the document name the territory / 

Mr. Anprerson. Yes. Not the document but an addendum to the 
iment defines by roads and streets the territory. 

Senator Winky. And made part of the agreement though, was it 


Anperson. It was an assigned territory, ves. 

Senator O’Manonry. You used the word “security.” Did the 
factory 

Mr. Anprrson. No, territory security. 

Senator O’Manoney. That is what? 

Mr. Anorerson. That is the name of the way we refer to, as terri- 
torial secu ity. 

Senator O’Manonry. The word security has, of course, a great 

ienificance. Were you secured in the oblig ration of the factory not 
to allow any other dealer to invade your territory, is that what you 
mean ¢ 

Mir. ANpERsoN. No, we are not secure. Wecould sella anywhere 
to anybody. 

Senator O’Manonry. Well then, what does territorial security 
mean ¢ 

Mr. Anperson. Well, to me it meant this: If I sold a car out of 
the territory that was assigned to me, and the offended dealer, what- 
ever dealer’s community it went into, found it within 90 days, we 
were called upon to pay a small amount of money, $35 or $50. 

Senator O’Manonery. To the dealer? 

Mr. Anperson. We paid it to the dealer, yes. We wrote the check 
to the dealer. 

This point, Senator, I would like to make clear that during terri- 
tory security we had no infringements. That is cailed an infringe- 
ment of territorial security. We sold those cars in our territory that 
Was assigned to us. We had no infringements in those days. 

Senator O’Manonry. Why was it necessary to make such a pro- 
vision if—an addendum to the selling agreement—there were no ten- 
dency at that time for one dealer to inv: ade the territory of another? 

Mr. Anprerson. It was not necessary to invade the territory of 
another. We had plenty of business to take care of ourselves. 
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Senator O°'Manioney. But still 1am asking you why was this under- 
standing put down in writing to prevent invasion of territory, was 
that the purpose 4 

Mr. Anperson. I think to sway control cross-selling. I don’t write 
this selling agreement, Senator, I abide by it. 

Senator O’Mauoney. IT am just trying to get it on the record. 

Mr. Anperson. Yes, sir. 

Senator O’Manonry. So that those who read the record will know 
what we are talking about. Territorial security, in the naked words, 
would indicate some sort of guaranty. But as I understand—— 

Mr. Anprerson. No, sir. We can sell cars to anyone that came to 
our place of business. We could actually solicit in any place. 

Senator O’Manoney But if you did 

Mr. Anperson. But we didn’t make a practice of it because it was 
not economically feasible. 

Senator O’Manrtonry. But if you did so, then you were under obliga- 
tion to pay a certain sum 4 

Mr. Anperson. If we were caught it was that. 

Senator O’Manoney. If you were caught? 

Mr. Awperson. Yes. 

Senator O’Manronry. Newspapers, please copy. 

Was it the factory that imposed that obligation on you? 

Mr. Anperson. The factory wrote the agreement. 

Senator O’Manonry. The factory wrote the agreement ? 

Mr. Anperson. That is right. 

Senator O’Manonery. And does the factory then understand that 
the penalty would apply only if you were caught ? 

Mr. Anperson. Yes; the offended dealer had to find the car and 
report it. 

Senator O’Manoney. O. K. 

Mr. Anperson. Does that answer your question ? 

Senator O’Matronry. Yes, I think it does. 

Mr. McHuen. Mr. Anderson, has that provision with reference to 
territorial security been removed from the General Motors franchise ? 

Mr. Anperson. From the contract, yes. 

Mr. McHueu. When was it removed ? 

Mr. Anperson. I think 1949; after 1949—I think it was still in ef- 
fect in 1949. It was about that time; Iam not sure. 

Mr. McHuen. Have you had occasion to expand your facilities 
within the past 8 or 10 years? 

Mr. Anperson. I have got a little bit of an outline here, I think, 
if you would let me read this- 

Mr. McHveun. Fine; why don’t you go ahead. 

Mr. Anpverson. Our community—I would like to make it clear, 
Senator, we are not a dealer terminated for lack of selling cars. 

I took first place, so I am told, by central office of the General 
Motors Corp., in 1941, for penetration of this assigned territory. 

Senator O’Manoney. You took first place ? 

Mr. Anperson. Out of 18,000 dealers. 

Senator O’Manonery. In what year? 

Mr. Anperson. In 1941. 

Senator O’Manonry. That is 14 years ago. 
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Mr. Anperson. My star salesman was 1 of the 10 salesmen in the 
('nited States for Pontiac Motor division, top salesmen, and all cars 
were sold in that territory assigned to me by the franchise. 

So we did need expanded facilities. At the time we made that 
record we were in a building 28 by 80; that was showroom, service 
department and all. 

We had considered building an addition to that previous to the war, 
and had made definite plans in 1941. Due to the scarcity of materials 
we did not get started before the war. 

Immediately following the war it became necessary, in my opinion, 
to enlarge. Also the factory thought it was time to enlarge, and we 
did start an addition to the building, after purchasing 2 houses and 
lots in the same block and removing 1 of the houses and getting steel 
fabricated to build an addition 56 by 120. 

After the house had been moved and the steel was on the property 
to build, the factory thought that that was not going to be big enough, 
and they came—the district manager, the zone manager—and said 
that even this addition I was conte mplating would not be big enough 
to properly house and protect my franchises. 

said, “Well, how big do you think it is going to be?” 

“Well,” he says, “we will make an analysis of the territory that is 
assigned to you and we will tell you.” 

They did, and they said, “You need 20,000 square feet.” 

Well, it was impossible to get that amount of property in that 
location, so we had to buy an entirely new site. 

In the meantime, there had been a through road put through town, 
and we bought a site costing about $20,000 on the main highway, and 
we did erect a building costing $205,000, and about $100,000 in equip- 
ment. 

Senator O’Manoney. When you speak of “we,” who do you mean? 

Mr. ANDERSON. We are a corporation. 

Senator O’Manoney. Then it was your corporation that spent 
$20,000 for the site ? 

Mr. Anperson. Right. 

Senator O’Manonery. $205,000-—— 

Mr. Anperson. For a building. 

Senator O’Manonry. For the building; and $100,000 for the equip- 
ment ¢ 

Mr. Anperson. Right. 

Senator O’Manonry. It was the money of your corporation and not 
the money of the factory ? 

Mr. ANperson. They definitely had no investment in it. 

Senator O’Manoney. The factory definitely had no investment in it? 

Mr. Anperson. Not in the physical assets . 

Senator O’Manoney. But you made this expenditure? 

Mr. Anperson. Well, I did not, have all this money, Senator; I had 
to arrange for borrowing. 

Senator O’Manoney. All right. 

You financed this expenditure? 

Mr. Anpverson. That is right. 

Senator O’Manoney. Because the representatives of the factory 
suggested that you do it ? 
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Mr. Anprerson. That is right;and Iagreed withthem. I thought it 
was necessary. I saw the expanding community. 

[ was born and raised there, and the first 10 years, from the time 
I left college, I nad a contracting business beginning in 1923, and 
until the crash in 1932, I had developed that to a $1 million business. 

enator O’Manonry. But the record is clear that it was your money ? 

Mr. Anprerson. Yes, sir. 

Senator O’Manonry. You and your associates ? 

Mr. ANprerson. Yes, sir. 

Senator O’Maronry. All right. I am sorry to have interrupted 
your statement. Proceed. 

Mr. AnpErson. You do not have to apologize. 

Well, I entered the business in 1934, and I handled Pontiac-Buick. 

Our business has been a very successful business. You might know, 
reaching first place nationally among 18,000 dealers, that it would be. 
We were a strong selling organization. 

Our performance—no one had ever complained, and still have not 
complained about facilities or our sales standing; and our penetration 
was certainly satisfactory, and our service performance was 
Sat isfactory. 

As a matter of fact, General Motors recognized our new facilities, 
[ am talking about now, as a model dual franchise operation, and 
so instructed people to visit us, dealers particularly from all over the 
country to visit our place—by the way, here are a few pictures. I 
think a picture is lil 10,000 words. It is easier for you to see than 
it is for me to describe—even foreign dealers from nearly every coun- 
try on the globe would visit our place. 

Senator O’Manoney. You say that the factory urged other dealers 
to visit your place? 

Mr. Anperson. Their overseas division brought them out there 
many times from Detroit. 

Senator O’M,inonry. Did you ever receive any communication 
froin the factory about the excellence of your plant ? 

Mr. Anperson. Officially the Argonaut realty division of Genera] 
Motors is a real-estate department, and they have a rating sheet that 
every dealership’s facilities are rated for service facilities, sales facil- 
ities, used-car lot facilities, and so forth. 

Our place has been rated 2 or 3 times. It is done periodically every 
year or two. 

Senator O’Manoney. Well, do you havea — of such rating? 

Mr. Anperson. I do not have it with me; 1 did not bring it with 
me. 

Senator O’Manonry. Can you get it? 

Mr. Anperson. Yes. 

[ will tell you that our place is one of the very few in America that 
has top rating, 100 percent. 

Senator O’Manoney. I think it would be very helpful to the com- 
mittee if you were to provide, after you have returned home, the 
evidence of this rating, the written evidence of this rating. 

Mr. Anperson. That would be housed in General Motors files, sir. 
I do not have a copy of it. 

Senator O’Manonry. Was it not transmitted to you? 

Mr. Anperson. It is written—it was written in my presence, and 
they take it with them—I do not believe I have a copy. 


a8 
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Senator O’Manonry. They rate you and take you 

Mr. Anprrson. Well, I could have had a copy. General Motors 
would have left a copy with me if I would have asked for it, sit 

Senator O'Manonry. but you did not ask for it 

Mr. Anperson. I did not see any purpose in asking for it 

Senator O’Manoney. All right. 

Mr. Anperson. All I was interested in was satisfying them. It 
vas their rating. We designed the building to do just that. 

Senator O’Manoney. Well, if it were necessary you could bring 
witnesses who were present when General Motors executives, the over- 
seas division, brought—— 

Mr. Anverson. Not the overseas division; Argonaut Realty Co. 
a ides a rating from rating buildings. Kvery clivision has that. 

nator O’Manoney. You are jumping ahead of me. I left that 
bel ind—you are not jumping ahead of me; you are still on the old 
question. You testified that General Motors—I thought it was the 
overseas division had brought to your place foreign people to look 
over your plant. 

Mr. Anprerson. That is right. 

Senator O’Manoney. Now, I say, Are there any persons whose 
hames you could give us who will corroborate that statement / 

Mr. Anperson. I think I could. I could not recall them from 
memory. 

Senator O’Mantonry. That is all right. I would not expect you 
to do so, but people in your establishment who were in your employ 
must have been around at the time? 

Mr. Anprerson. Oh, yes. 

Senator O’Manonry. Well, I just want some confirmation, because, 
as it stands now, since General Motors took your rating away, your 
record depends only on your own word, and while | have every 
confidence in your word, it may be necessary to have some confirma- 
tion of it; do you see? 

Mr. Anperson. Senator, I did not come down here asking for 
anything. 

Senator O’Manoney. I know that; I know that very well. 

Senator Witey. What did you come down here for ? 

Mr. Anprerson. I came down because I am commanded to come. 
{ came down for that reason principally, of course. I do not represent 
any dealer, group of dealers, or any association, sir. I am a terminated 
dealer. Iam no longer on the franchise. 

Senator Witry. What are you handling now ? 

Mr. Anprerson. Used cars, until we get liquidated—it will take 
us 2 or 3 months to liquidate. 

I would like to answer your question. 

[ came down first of all—I only had 1 year’s experience with NADA, 
NADA having had nothing to do with any presentation—this book 
was written as a private talk to my partner, which I did for a year and 
a half. After I was terminated, the fact that Fred Bell’s name was 
brought up at the hearing made me curious, and I came down here 
to talk to Fred Bell about a month ago, and NADA people. And 
they asked me at that time if I couldn’t furnish a great deal of statistics 
about my operation, material, information. 

I said, “Well, I could, but I see nothing to gain by it; I just came 
down to find out from a curiosity standpoint what you fellows are 
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doing about the dealer situation, and to find out why your name was 
raised at the hearing.” 

Well, Fred discovered that I had a great deal of knowledge about 
this business at the center of the business. And he asked if he couldn't 
hear from me, or do more for me, and if there was an inquiry or some 
thing if I could testify. 

I said, “I have nothing to gain by testifying; I am through.” 

Senator Winey. I presume that what you were brought down for 
was to tell the story of why you are through and the background show 
ing that there was no justification to te rminate your contract, 

I would like to hear those facts; that is what I am interested in. 

Mr. Anperson. You commanded me to come and tell you that, and I 
will. 

Senator Winery. Yes; let’s go. 

Mr. Anprerson. Have I answered your question now, why Tam here ? 

Senator Witry. Yes. 


Mr. Anperson. And I would like it strictly understood that I didn't 
come here to criticize or act ina vengeful way toward General Motors 
I have no spite toward General Motors It 1 IS a great company. ] am) 


certainty not talking against Gener: al Motors now, after 21 vears of 
talking for them. I can talk freely. I didn’t come here to represent. 
the association. 

Senator Winey. Perhaps with that attitude you have got, they might 
use men like you. 

Mr. Anperson. T haven’t had any offers from them. 

Senator O'Manonry. Mr. Anderson, you spoke of having written a 
book. What is the title of that book ? 

Mr. Anperson. The Arithmetic of Disaster. But it is not a bool 
for publication itself: it isa private report of me talking to my partne1 
fora vear and a half. 

Senator O'Manonry. Yes; [ understand. You just referred to it, 
and I see that you have it with vou, and I wanted to identify it. It 
had to do, did it not, with your experience in the handling of this 
business / 

Mr. Anperson. Exactly, si 

Senator O'Manonry. All right. Now, you have already told us 
that you have a memorandum there that you would like to follow, and 
I have been interr up ting you many times. 

Mr. Anperson. That is perfe: tly allright. Iam inno hurry to get 
home: I want tos: itisfy you. 

Senator OManonry. Please tell your story, sir. 

Mr. Anprrson. There has been an interchange of a great man\ 
things between General Motors and myself. For instance, they have 
directed the Detroit city schools to conduct their institute for train 
ing of 5% school kids at my place, 35 miles north of Detroit. I did 
that for them. ‘They gave me their Train of Tomorrow for my per 
sonal use one day. So there has been an interchange, a very mutual 
and rstanding and good feeling. you see. 

I just want to make those two items—it cost them a great deal of 
money to send the tram out and stand it in front of my business, and 
it Was an engine and coaches, and let me do with it as I would for the 
day. “Phat was a gesture on their part. And it was also somewhat 
of an award, T am told by the central office, for the position I achieved 
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for them in 1941, first place nationally for 18,000 dealers for pene 
tion. 
For Pontiac division alone we got 49 percent penetration, 7 is 
- times the national average; and for all 3 makes we arrived at 74.9 
percent. Wesold 3 out of 4 cars in our community. And if you will 
ok at —s pictures there, you will see very p lainly why our estab- 
shment 1s 3 times greater th: an all competition put together. 
Now . am going to proceed to the point of why I was terminated 
ery quickly. 
Senator Witry. You sold how many times all the cars sold 
ymmunity ¢ 
Mr. Anprerson. We sold 3 out of 4 cars new agamst all competition. 
The competition represents 25 percent of the trade in my area, and | 
ntro} (> percent of it, if you want to put it that way. 
‘nator Winey. That is what I wanted to get clear. 
Mr. Anperson. We were that good salesmen. 
Senator Witey. I can’t understand why they would let 
co. But let’s hear the story. 
\ir. ANpERSON. You are going to find out. 


* 


the 


a good man 


vow, on June 7, 1955, 1 made a speech about this industry—no 
ention of General Motors, no mention of Pontiac motor division. 
fhe speech was made before the Rotary Club in Oxford, Mich., and I 
ized the industry factory-employee discount plans. 
ator WiLry. Factory discount plans? 
Mr ANDERSON, Factory-discount plans. 
Senator Wirey. That is the finance; is it? The GMAC, the finance 
are talking about ¢ 
Mir. Anprerson. No: it has no connection with finance, Senator. 
Senator Winey. Okay. I wanted to make sure in my own mind. 
Mr. ANprerson. In this speech—of which you have a copy there 
| have a copy here which is a reduced copy—I don’t know whether you 
int me to take the time toe xpi uin the plan or not; do you? 
Mr. McHven. I think it is impertant for the record that you ex- 
plain it to the Senators; pe lain what is meant by the employee- 
ount plan. 
Mr. ANpErson. Well, officials—I mean by officials from a factory 
ewpoint I think I could make a quotation from Mr. Hufstader, 
lat is pretty close to topside us to what is back of the plan. 
Senator O'Manonry. Who is Mr. Hufstader ? 
Mr. Anperson. Mr. ao ris executive vice president 
ibly the closest person to Mr. ( ‘urtice. 
Senator O'Manonry. Executive vice president t of General Motors / 
Mr. Anprerson. Right. I didn’t get the explanation until after I 
is terminated. J was successful in getting an interview with Mr. 
Hufs tader, and this is what he told me this pla in Was. 
1 will try to quote verbatim from memory: That General Motors 
t that each person, executive or employee, 1 was entitled to a car at 
the same price that a dealer pays for it, and either delivered by the 
factory or one of their retail stores or an independent authorized 
dealer in the locality in which that employee resided. 
Senator Winey. That is what you criticized ¢ 
Mr. ANprrson. What did you say, Senator ? 
Senator Winey. I say, that is the plan, as 1 understood it—he out 
lined the plan, and you criticized it. 


and prob 
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Mi. AnNprerson. That is the reason for the plan. Now the plan it 

if it applies to Pontiac division, which I am most familiar with 
ud the thine that has damaged me so, is this, that they do delive) 
cars directly to their executives and employees who have been my 
istomers over all these years that I built this business, and they do 
deliver them from the factory from the retail store to executive at the 
ume price that I pay for the cars at the factory. 
Ifave I made that clear ? 

Senator Witry. Yes; very clear 

My. ANDERSON, Now, they also title and license cars suppos edly 
for their own use about the factor V5 and for thei ‘ir executives to dri ive, 


Those are called caQuirtesy cars. 

Now, normally, it takes 60 or 100 cars a year, to see that the execu 
ves have cars and so 1, back prewar. Today it is taking 3,000 
irs ai year, and those 3.000 and the 3.000 executives and so forth, adds 

up, so that it has taken my customers away from me. 

Our customers, we sold those people to arrive at first place nation 





ly baek im 194 
Mr. McTTuanu, These three, the cars in your area that you are speal 
ev of, are the 
Vir. ANprerson. I hate to get into the arithmetic It is quite com 
plicated. Lam going to leave these books with you it you want to 
looks sat t hie mand itis all documented regis ‘ation wise, 
You like facts. We deal in facts at General Motors. We mak 
decision from facts. I have been trained like that for 21 year: 
Senator Winey. Let us see if [can simplify the situation at le: 
( vself 


Pheir plan in substance was to sell any and all of their employees 
arat the same price that th e dealer Was gett! ing? 
ANbDERSON. That is right, Senator. 
Senator Winey. And that some of those employees vere living 
vithin your territory ¢ 
Mr. Awprerson. 1 am only talking about the ones that did live 


Senator Witry. T mean some of those are living in your territory / 

Mr. ANperson. Definitely; that is right. 

Senator Winey. They delivered those cars to those employees pur 
plat n and, in so doing, they deprive you of the profit 


/ 


suant to their p 
from the sa le of t ose Cars ¢ 
Mr. ANpDERSON. Ge ‘neral Motors received the same amount of money 
or the cars sold in that fashion and delivered in that fashion, as fier 

would receive 

Senator Wirtey. If you had bought them ? 

Mr. Anprerson. If I had bought them. They were giving nothing 
but my gross profit, and the the reason I told you, that was their 
reason. Mr. Hufstader explained it to me. 

Senator Winery. I think it is very plain. The question is, you dis 
agreed with the overall plan that General Motors laid down, that any 
and all employees whether they were big shots or little shots were en 
titled to get cars at what you might call the wholesale figure, the 
fivure that you pay? 

Mr. Anprrson. Exactly. 

Senator Witry. And in that criticism, they did not think you had 
he right to express your views, is that it? 


? 
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\ir. ANDERSON. No: they listened to me for a year and a half and 
iel enlled it quilts. They were tired of listening to me. 
Senator Witey. You must have repeated, as someone has said it, 
ie facts until they became obnoxious to them; is that right 4 
Mr. ANpDERSON. You understand, Senator, we were working 12 or 
15 hours a day even to make both ends meet. I believe in free enter- 
se and IL believe in competition. 
Senator WILEY. And in tree speech, too? 
Mr. ANperson. And in free speech. 
Senator Witry. This is a free country. 
re, \ir. ANpERSON. But, Senator 
Senator WiLey. Sometimes free speech. 
u lr. ANpERSON. It is rugged when you are in competition with your 
vi vn factory. 
ds Senator Winey. I think the point is very clear. 
Mir. ANDERSON. May [ proceed now ? 
Senator Witey. Are there any other factors in the case? 
Mr. ANpersoN. Have I explained the discount plan ? 
The plan was just merely an implementation of doing what I told 
uu Mr. Hufstader said. 
Senator O°'Mauonry. You have not made clear, or have not reached 
conclusion on it, as to how many of these discount sales were made 
the area called “your tel ritory.” 
lk \ir. ANDERSON. Senator, if | went into that, it would take this much 
juoting of figures; you see what I mean. 
Senator OMauonry. No; | do not think it would. All I want is 
ipproximately that figure. 
7 Mr. McHueu. For 1954, could you not give us some approximation 
‘f the number of cars that are sold in your area in this manner ? 
Senator Wintry. It would be direct factory sales; that is what it 
mounts to. 
Mr. Anperson. That is right. 
Senator O’Manoney. How many employees do you suppose live in 
our territory ¢ 


v? Mr. ANperson. Here it is. In the period November 1, 1954, to 

March 17, 1955, here is the documentary record: You want facts. The 

ul Pontiac retail store delivered 1215 cars. Pontiac motor division 

fit censed to individuals 349 cars. Pontiac motor division licensed to its, 
ch is courtesy, 696 cars. Pontiac motor division licensed to other 

ey iM divisions 81 cars, for a total factory controlled sale of 2,341. 

ey Senator Wirey. All in your territory ? 


Mr. Anprerson. Well, the factory is only 8 miles from me and the 
urs all went into open country. These are registration figures com- 


ng led by the Michigan secretary of state. 

eir Senator Witey. Then your answer is “Yes,” all within the desig- 
ated territory, and connected to your contract ¢ 

is Mr. ANprerson. Designated territories went out in 1949, Senator, 

ny ind I am quoting figures from 1954 to 1955, but the answer would be 

n “Yes,” that is my territory. 

he Senator Witey. How many did you sell in the meanwhile? 


Mr. Anprerson. I have that, sir. There are 7 dealers in the immedi- 
ite area of the factory. 
id Senator Witey. Then they complained, too, 1 presume? 


67272—56—pt. 7-29 
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Mr. Anperson. To district managers and zone managers, and so did 
[, but I made my way to the top and in General Motors fashion, free- 
enterprise fashion. 

Senator Winey. How many did you sell? 

Mr. ANperson. You asked me how many did I sell ? 

Senator Witry. During that period. 

Mr. Anperson. In that same period we delivered 103, and 6 other 
dealers delivered enough to make a total of 392, compared to factory 
penetration of 2.415, or the arithmetic of the disaster there is some- 
thing lke 6 to 1: is it not? 

Senator Winery. When did they put that plan into being? 

Mr. Anperson. They will tell you that has been a policy of Genera] 
Motors, I think, since 1933, but in this same territory, Senator, in 
1941-—-T don’t have it with me, but they put out 80 automobiles in that 
fashion out of a production of 278,000. 

Senator Witey. How many did you sell in 1941 when you got that 
record 4 

Mr. Anperson. Four hundred and twenty-four. And put down 
there right now the figure we are selling this year, 250. We should be 
selling 1,000 with the facilities I have. 

Senator Winey. With your overhead, what is the cost of selling a 

ir to you, the overall cost ? 

Mr. Anperson. I will put it as simply as I can. That is a very 
complicated thing. 

Senator WiLry. Simplify it. 

Mr. Anprerson. What we need to add to what we pay the factory, it 
is $200. We have to sell, our overhead is $1,000 a day. With the con 
tribution of our service department, and so forth, it figures out that 
we have to make $200 per new car sold and sell about 80 to 100 cars 
a month 

Senator Witry. Have you figured it down? Of course, I presume 
upon the volume, when you figure it down, but the overall cost of 
selling the ear, you must have—assuming vou sell 500 cars a vear, what 
would Vou say that the overall cost of se Hling the car would be? 

Mr. Anperson. I will try to answer it for vou. 

Senator Witry. That is pretty hard. Maybe you cannot answer it 

Mr. Annerson. Selling a car 

Senator Witry. How many people do you employ in your estab- 
lishment ? 

Mr. Anperson. A little over 50. 

Senator Wiiry. And I notice you have even a pipe organ in it. 

Mr. Anperson. An electric Hammond organ. 

Senator O’Manoney. Does this speech that vou made to the Rotary 
Club and which I find in the August issue of the NADA magazine, 
\ugust 1955, represent the facts that you are trying to tell us now, 
in response to questions with respect to factory penetration, as you just 
called it? Does this speech represent the facts ? 

Mr. Anprrson. Yes. 

Senator O’Manonry. All right. I want to read—— 

Anperson. Yes. 

Senator O’Manoney. I want to read three paragraphs which IT have 

now read for the first time. You are talking to the Rotary Club. 





The old song, I can get it for you wholesale. is heard throughout the land and 
it is driving many legitimate automobile dealers to red ink and distraction. This 
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tuation is particularly acute in the trading areas of automobile manufacturing 
ns, in which communities such as Oxford and Lake Orion are located, where 
ut 1,000 automobile dealers face extinction under the impossible handicap 
direct factory competition at new car discounts of $500 to $S00. 


Then skipping a column or so to the next page: 


In the 18 months from January 1, 19533, through June 30, 1954, this factory put 
6.708 cars on the road compared with 1,258 by the same 8 dealers. 

factory discount competition, which has become almost industrywide, has been 
one of our major problems during the last 2 years, and was particularly empha- 

under the adverse market conditions of 1954 when we, along with all deal- 
‘ had to really struggle for legitimate business, to say nothing of discount 
mpetition. 

[ skip to the second column : 

You may wonder why I am here today talking on a subject of this nature. 
It's partly because your program chairman, my very good friend, Norm Geisler, 
specified it, but also it gives me an opportunity to suggest to you that you stop 
and think before you buy a car from a friendly factory bootlegger. Of course, 
you cannot be blamed if you can get a brandnew car at below dealer cost—actually 
my barber in Lake Orion has had 25 offers of new 1955 models at prices below 

Vy invoice, 

(re those correct ? 

Mr. Anperson. That isa fact. 

Senator O’Manonry. Is that the story you are trying to tell us? 

Mr. ANperson. Yes; in fact.itis. That is right, sir. 

Senator O’Manoney. Tell us what happened. 

Mr. Anperson. Let me go on with my brief. I made this speech 
that you just read portions of on June 7, 1955. I did not mention Gen- 
eral Motors nor Pontiac motor division. It was an industry speech 
made at the request of the Rotary Club president, who is somewhat fa- 
miliar with the situation and what was going on and thought it was 
timely that it should be brought out into the open. 

Senaor Wiiey. Are all manufacturers using the same thing? 

Mr. Anperson. Yes. Now I think Ford—as a matter of fact—Ford 
is doing it, and Chrysler started to do it in January of this year. 

Senator Witey. That is because of the pressure to get volume; is 
that it? 

Mr. Anvrerson. I had rather they would explain, the manufacturer 
would explain that to you. I gave you the reason they gave me why 
they are doing it. 

Senator Witry. Well, go ahead. 

Mr. Anperson. Now, on June 27, 20 days later, I received simul- 
taneous letters from all 3 divisions by registered mail. 

Now, I would like to read—— 

Senator Witty. That would be June 10? 

Mr. ANperson. Pardon ? 

Senator Witry. June 10,1955? 

Mr. ANpEerson. The speech was made on June 7, 1955, and registered 
etters, dated June 27, arrived in my place. 

Senator Witry. Oh, yes; the 27th. 

Mr. Anperson. I have 3 franchises, so I received 3 termination 
notices, 

In other words, I am told now that my franchises would not be re- 
newed come October 31, in termination letters. 

Senator Witry. You say they are all verbatim the same? 
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Mr. Anprerson. No: there is a difference. but they are all dated the 
ame day, concurrently. 
Now, here is the one from Buick: 


Dear Mr. ANDERSON: Your attention is directed to the fact that your current 
Buick selling agreement expires automatically by its terms on October 31, 1955 
Please be advised the Buick motor division of General Motors Corp. will not 
offer you a selling agreement, and your status as an authorized Buick dealer 
will terminate on that date. 

It issigned by the general sales manager. 

Chevrolet, exactly the same wording, signed by Ivan Sarvis, assistant 
general sales manager. Fish was general sales manager, and Ivan 
Sarvis signed it. 

Here is the one from Pontiae which, incidentally, is what is known 
as our control unit for General Motors. You understand, Chevrolet 
and Buick had no charges against me whatsoever. 

This is from the Pontiae motor division, Pontiac, Mich., General 
Motors Corp. : 

DEAR Mr. ANDERSON 


I am only going to read the last paragraph here, or do you want me to 
read it all? 

Senator Witey. Read it all. 

Mr. AnpreRSoN (reading): 

I received your letter of June 3, 1955, which you stated was written to confirm 
the substance of our conversation in my office on Wednesday, May 25, 1955, but 
which, in fact, misrepresents my part of the conversation in many respects. It 
rither appears to me that this letter was written to express in writing that 
which you would not admit in my presence, namely, that you are entirely dissatis- 
fied with your relations with General Motors Corp., as evidenced by such allega- 


tions as “corporate tyranny which seems to govern the Pontiac motor division 
relationship with its dealer in Lake Orion.” 
Second paragraph: 


I find no other alternative than to recognize that you are irrevocably com- 
mitted to an attitude of dissatisfaction not only with your relations with Pon- 
tiac motor division but with General Motors Corp. policies with respect to em- 
ployee discounts. Under the circumstances it would be impossible to successfully 
enter into a further business relationship with you, and I believe it to be in the 
interests of all concerned to notify you immediately that Pontiac motor division 
will not offer you a new selling agreement upon the expiration on October 31, 
1955, of the selling agreement dated November 1, 1954. 

Very truly yours 
and that issigned by H. E. Crawford, general sales manager. 

All three terminations are signed by general sales managers. 

Senator Witey. After how many years / 

Mr. Anprrson. Twenty-one. 

Senator Witry. Twenty-one years; and this is the only difference 
you ever had with them ? 

Mr. Anperson. The only difference—I had two differences. The 
hook is written about two subjects, malicious maldistribution—in the 
period 1948 or the month we moved into our buildings, our quota was 
cut from 30 to 10 cars frem Pontiac: not added to, cut. That is why 
we have shrunk from 424 basic allotment dealer in 1941 to 1 of less than 
250 today. when we should be selling 1,000 or 1.200 Pontiacs, and it 
was projected at the time we built the building that is what we would 
he doing. 
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Mr. McHueu. Are you saying, Mr. Anderson, that despite the de 
rease in your sales, the Pontiac division was not complains about 
vour sales record on Pontiac ? 

Mr. Anprrson. I will explain it this way: When we took first plac 

nally for the Pontiac division with 49.7 percent penetration of 
he industry, we did that with 424 cai 

Now, if you consult R. L. Polk which is considered official in auto 
mobile circles, that would be 49.7 pe reent. 

If youexamined R. L. Polk, you would find that Pontiac in this area 

ceiting about 20 percent, and of that 20 percent our penetration is 
pro bably “ 

We have gone from the alltime high of 18,000 General Motors 
lealers to the alltime low for Pontiac motor division, and they accuse 
ine, the reason for it is my irrevocable attitude. 

Now, Senator, have I made it clear ? 

Mr. McHuen. Mr. Anderson, I am trying to find out whether any 
officials of the Pontiac division, in contacting you, complained of your 
iles re ord on Pontiae ? 

Mr. Anperson. None whatsoever. 

Mr. McHuen. They did not call to your attention that your position 
had dropped from what vou say was an alltime high to an alltime low ? 

Mir. Anxprerson. I called it to their attention; they made no issue of 


Senator O'Manoney. Well, you ascribe this drop to the policy 
eh took Way the 

Senator Witry. The market. 

Senator O’Maronry (continuing). The market of your territory / 

Mr. Awperson. That is right, sir. 

Senator O'Manoney. All right, sir 

Now proceeding with your prepared outline. 

Mr. ANperson. Now, following the receipt of these three letters— 

Senator Winey. Before you do that, tell about the conversation he 
refers to because he apparently is accusing you of something there that 
you do not agree with. 

Mr. ANDERSON. Seta would you let me—I have just got a few 

ore paragraphs to read, and then T will spend all the time you would 
like to have me here—we are enjoying our stay in Washington, and I 
have a very competent staff back home, and I ‘will st: Ly as long as you 
need me, 

Senator Winey. You look like a scrapper, and I want to hear what 
the scrap was bet ween you and the chap who wrote the last letter. 

Mr. Anperson. Listen, that is what made General Motors big. 

Senator Witry. Sure, 1 know it. 

Mr. Anperson. Free enterprise. 

Senator Witry. That is what you have got there, too. 

Mr. Anperson. Al] right. 

Senator Witry. Let us go. 

Mr. ANDERSON. Following the receipt of those terminating letters 
I know these people personally, I live with them, a great many officials 
live in my area. 

I called Belfie and Sarvis on the phone and I said, “How come? 
No one could be more thunderstruck than I was when I received ter 
mination notices, 
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Mr. Anprerson. No; there is a difference, but they are all dated the 
same day, concurrently. 

Now, here is the one from Buick: 

Dear Mr. ANDERSON: Your attention is directed to the fact that your current 
Buick selling agreement expires automatically by its terms on October 31, 1955 
Please be advised the Buick motor division of General Motors Corp. will not 
offer you a selling agreement, and your status as an authorized Buick dealer 
will terminate on that date. 

It issigned by the general sales manager. 

Chevrolet, exactly the same wording, signed by Ivan Sarvis, assistant 
general sales manager. Fish was general sales manager, and Ivan 
Sarvis signed it. 

Here is the one from Pontiae which, incidentally, is what is known 
as our control unit for General Motors. You understand, Chevrolet 
and Buick had no charges against me whatsoever. 

This is from the Pontiae motor division, Pontiae, Mich., General 
Motors ( ‘Orp. : 

DEAR Mr. ANDERSON 


[am only going to read the last paragraph here, or do you want me to 
read it all? 

Senator Witry. Read it all. 

Mr. ANDERSON ( reading) : 

I received your letter of June 8, 1955, which you stated was written to confirm 
the substance of our conversation in my office on Wednesday, May 25, 1955, but 
which, in fact, misrepresents my part of the conversation in many respects. It 
rither appears to me that this letter was written to express in writing that 
which you would not admit in my presence, namely, that you are entirely dissatis- 
fied with your relations with General Motors Corp., as evidenced by such allega- 
tions as “corporate tyranny which seems to govern the Pontiac motor division 
relationship with its dealer in Lake Orion.” 

Second paragraph: 

I find no other alternative than to recognize that you are irrevocably com- 
mitted to an attitude of dissatisfaction not only with your relations with Pon- 
tiac motor division but with General Motors Corp. policies with respect to em 
ployee discounts. Under the circumstances it would be impossible to successfully 
enter into a further business relationship with you, and I believe it to be in the 
interests of all concerned to notify you immediately that Pontiac motor division 
will not offer you a new selling agreement upon the expiration on October 31, 
1955, of the selling agreement dated November 1, 1954. 

Very truly yours— 
and that is signed by H. E. Crawford, general sales manager. 
All three terminations are signed by general sales managers. 

Senator Wintry. After how many years 4 

Mr. Anprerson. Twenty-one. 

Senator Witry. Twenty-one years; and this is the only difference 
you ever had with them ? 
> rr “~@ . mr 

Mr. Anperson. The only difference—I had two differences. The 
book is written about two subjects, malicious maldistribution—in the 
period 1948 or the month we moved into our buildings, our quota was 
cut from 30 to 10 ears frem Pontiac; not added to, cut. That is why 
we have shrunk from 424 basic allotment dealer in 1941 to 1 of less than 
250 today, when we should be selling 1,000 or 1,200 Pontiacs, and it 
was projected at the time we built the building that is what we would 
be doing. 
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Mr. McHueu. Are you saying, Mr. Anderson, that despite the de 
rease 1n your sales, the Ponti: ac division was not comp lat Ining about 
vour sales record on Pontiac ? 

Mr. Anprrson. I will explain it this way: When we took first plac 

onally for the Pontiac division with 19.7 i percent penetration of 
the industry, we did that with 424 cars. 

Now, if you consult R. L. Polk which is considered official in auto 
mobile circles, that would be 49.7 percent. 

If youexamined R. L. Polk, you would find that Pontiac in this area 

ceiting about 20 percent, and of that 20 percent our penetration is 
} robably Ze 

We have gone from the alltime high of 18,000 General Motors 
dealers to the alltime low for Pontiac motor division, and they accuse 
e,the reason for it is my irrevocable attitude. 

Now, Senator, have I made it clear ? 

Mr. McHuen. Mr. Anderson, I am trying to find out whether any 


ay 
officials of the Pontiac division, in contacting you, complained of your 
iles re ord on Pontiae ? 


Mr. Anperson. None whatsoever. 

Mr. McHuen. They did not call to your attention that your position 
had dropped from what vou say was an alltime high to an alltime low? 

Mr. Anprrson. I called it to their attention; they made no issue of 


Senator O'Manoney. Well, you ascribe this drop to the policy 
which took away the 

Senator Wirtry. The market. 

Senator O’Manonry (continuing). The market of your territory ‘ 

Mr. Awperson. That is right, sir. 

Senator O'Manoney. All right, sir. 

Now proceeding with your prepi ired outline. 

Mr. ANprerson. Now, following the receipt of these three letters- 

Senator Winey. Before you do that, tell about the conversation he 
refers to because he apparently is accusing you of something there that 
you do not agree W ith. 

Mr. Anperson. Senator, would you let me—I have just got a few 
more paragraphs to read, and then I will spend all the time you would 
like to have me here—we are enjoying our stay in Washington, and I 
have a very competent staff back home, and I will stay as long as you 
need me, 

ae Whi EY. You look like a scrapper, and I want to hear what 
the sera as between you and the chap who wrote the last letter 

Mr. pyaar RSON. Listen, that is what made General Motors big. | 

Senator Witry. Sure, I know it. 

Mr. Anperson. Free enterprise. 

enator Witty. That is what you have got there, too. 

Mr. Anperson. All right. 

Senator Wier. Let us go. 

Mr. Axperson. Followin ig the receipt of those terminating letters 
I know these people personally, I live with them, a great many officials 
live in my area. 

I called Belfie and Sarvis on the phone and I said, “How come?” 


No one could be more thunderstruck than I was when I received ter- 
mination notices. 
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I said, “How come?” And this is what they told me, that they had 
orders from topside to terminate me. It was not of their doing. This 
is a general sales manager saying that. 

Senator Winey. He did not do it? 

Mr. Anperson. He physically signed the termination. 

Senator Wiiry. Yes. 

Mr. Anperson. But he was taking orders, all three of them were, si 
multaneously from topside. 

Senator Witey. Who do you think topside was? 

Mr. Anperson. Now, may I say it—may I state just who I do think 
topside is ¢ 

Senator Winey. Yes. 

Mr. Anprerson. 1 will tell you that I know who topside is; it is 
Harlow Curtice. 

Senator Witry. He is president of General Motors? 

Mr. Anprrson. He is the president of the General Motors Corp. 

Senator O’Manonery. Proceed, Mr. Anderson. This is sinking in 
without wading. [{ Laughter. | 

Mr. Anperson. You asked me to talk loud enough, so this man 
could hear me. 

Senator O’Mauoney. Oh, yes; you do that. 

Mr. Anperson. Am I talking loud enough? 

Senator O’Manoney. Oh, yes, indeed. 

Mr. ANpEersON. Sometimes I talk a little too loud, too. 

Senator O’Manoney. Yes, sir. 

Mr. Anperson. On June 30—now, I have talked to the three general 
sales managers—June 30, 1955, I wrote a letter, at the direction of 
these general sales managers in my conversation with them, to the 
General Motors dealer relations board secretary, S. D. Hopkins. 

I have these letters here, if you would like to hear them. 

On August 19, 1955, the appeal was heard by the board. 

Senator Witey. Who made up that board, let us see? 

Mr. Anprrson. Let me finish this, will you, Senator? Then I will 
go into any detail you wish. 

Senator Witry. I may lose some of them by that time. 

Mr. Anprrson. I will give you this to remind you. 

So we did have the appeal on August J9, 1955, and about 3 days 
later we received a letter dated August 22, August 22, advising that 
the board had upheld the decision of the general sales managers not to 
renew the franchises. 

Now, the reason for nonrenewal which, I think, I have got to the 
point now that I think this committee would be interested in—ad 
vised by your Mr. McHugh, he has briefed us and told us what the 
points were—it is not customary for me to be in these sort of things— 
now, the reason for nonrenewal is my criticism privately with my part- 
ner for a year and a half, and his exhaustion of listening to me—I 
thought, and I would like to read one paragraph of this letter, Senator, 
that I referred to, and you referred to, you referred to some letters 
that had been written, did you not ? 

Senator Wier. The last one that you read, the conversation in the 
office. 

Senator O’Mauoney. The letter from Crawford is the one you are 
looking for. 
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Mr. Anperson. Here is the last letter I wrote Mr. Crawford, and I 
ill read the last paragraph of that letter : 


In our meeting on Wednesday you stated that this is the policy, that it has 
been the policy since 1933, that it is not only Pontiac policy but the policy of the 
General Motors Corp., and that it is an industrywide policy. You further stated 
that it will remain in effect so far as Pontiac is concerned, suggesting that you 
would prefer that I not pursue the subject further with you. I am aware that 
employee discount policies are in effect in the industry generally and in divisions 
of General Motors specifically, all of which does not alter my situation one iota. 

111 discount factory competition for the retail market which constitutes the area 

x of my franchise and the unprecedented volume that now exists is the matter 
with which I am deeply concerned. I cannot agree that I should henceforth 
nore it nor can I accept as valid to the situation that exists your decision that 

the present Pontiae discount policy will long continue in force. 


ey ‘s of all these important letters have been sent to Mr. Curtice 

| Mr. Hufstader. 
Mow , that was on June 3, and the speech I made was on June 7, and 
| was terminated on June 27 concurrently on all three by direction of 


n 
LO} pside, 
. So it was my criticism privately, and my public speech, where : 
nention of General Motors or Pontiac motor division was made; i 
was an industry speech to the people, the customers, that should es 
port our dealerships. 
| thought maybe General Motors might hear it, too, or hear of it, and 
they did. [Laughter. | 
Senator O’Manoney. You said a moment ago that someone advised 
1 you to write a letter to the appeals board. 





f Mr. Anverson. That is standard procedure after you have been 
Senator O’Manoney. Were you advised to do it? 
Mr. Anverson. I did; by the sales managers. 
Senator O’Manoney. Did you do it? 
Mr. Anperson. Yes; I did do it. 
Senator O’Manoney. It is the practice, is it not, when an appeal 
il is made, for that board to hear the dealer ? 
Mr. Anpverson. Right. 
5S 
Senator O’Manoney. Did you appear before the board? 
Mr. Anverson. I did. 
Senator O’Manoney. Will you tell us about your appearance before 


i8 


re the board ? 
: Mr. Anperson. Might I do that by reading a short summary of what 
happened there in my own words? 

Senator O’Manonery. Did you makea summary ? 
. Mr. Anperson. In my own words; yes 
a Senator O’Manoney. When did you m: ake this summary ? 
| Mr. Anverson. Well, my secretary typed it up, I think, within a 
‘ few days after the hearing. 
I Senator O’Manoney. You mean that you want this committee to 
in understand that after you had this session with the appeals board, 
i you returned to your oflice and dictated a summary of what happened 
” to your secretary ? 
“ Mr. Anperson. Yes. 
” Senator O’Manoney. And that it was typed up? 
- Mr. Anverson. That is right. 


Senator O’Manoney. In other words, I want to find out from you 
by your testimony whether it was made shortly after the interview? 


ave 
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Mr. Anperson. That is right. 

Senator O’Manonry. Or whether it was made recently after the 
controversy arose. 

Mr. Anperson. No. 

Senator O'Mattonry. It was made at the time? 

Mr. Anperson. Very shortly afterward. I make it a practice t 
retain what takes place at a conference because I am not allowed to 
take anybody, as a rule, into any conference, and I had many of 
them. 

Senator O’Manonery. You mean you are not allowed to take any 
Lody to a conference with the General Motors bosses ? 

Mr. Anperson. No. 

Senator O’Manoney. All right. 

Mr. ANDI RSON, Nor any notes they make are available to me. 

Senator O’MAnonrey. Very good. 

Mr. Anperson. So I have to retain, I can retain, some of thy 
pages 

Senator O’Manoney. This is the summary of what transpired ? 

Mr. Anperson. That is right. 

Senator O’Manonry. And it was written within a few days after 
the actual event ? 

Mr. Anperson. That is right. 

Senator O’Manoney. Proceed. 

Mr. Anperson. The following summary of the August 19, 1955, 
conference with General Motors Dealer Relations Board, Pontiac, 
Chevrolet, and Buick divisions is presented from memory. The 
arrangement about the conference table was as follows—now. you 
asked who was there. 

On one side of the table was S. D. Hopkins, who is secretary to the 
dealer relations board. The next man is Henry Hogan, who is legal! 
counsel; the next man is Harlow Curtice, president of General Motors 
Corp.; and the next man is William Hufstader, executive vic 
president. 

On the other side of the table is my sales manager, Mr. Hanoute. 
myself, Lee Anderson, and Charhe Starrs, my secretary, Mr 
Sarvis 

Senator O’Manonry. Of General Motors. 

Mr. Anperson. Of Chevrolet motor division. 

I cannot make this out—Mr. Crawford, general sales manager of 
Pontiac motor division; Mr. Schulte of Pontiac; and Mr. Foley, orga 
izational manager of Pontiac motors division; and Mr. Bradshaw, who 
isa regional manager for Buick motor division: all three divisions wer 
represented there. However, Chevrolet and Buick stood mute. The 
had nothing to say: Mr. Crawford had nothing to say. 

This presentation—I will stick to the text here, and then I will g 
back tomy summary, that was who was present. 

The conference was opened by Mr. Hopkins, dealer-relations board secretary 
who stated that the reason for the hearing was that Mr. L. C. Anderson, Inc., was 
protesting the decisions of Pontiac, Chevrolet, and Buick motor division not t« 
renew the selling contracts. 

Mr. Curtiee then took charge of the conference and in an exchange of ¢o1 
versation with Mr. Anderson commented that he understood that Mr. Anders: 
was quite a speaker and writer. Mr. Anderson informed Mr. Curtice that he had 
made only one speech and that the book Arithmetic of Disaster was by no mea 
a best seller 


Mr. Anderson read his presentation. A copy is attached. 
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[t is about three typewritten pages; I will not take the time to read it. 


Mr. Curtice turned to Mr. Crawford, Pontiac motor division general sales 

nager, and asked who was to give Pontiac’s presentation. Mr. Gene Foley, 
Pontiac organizational manager, read a chart presentation. The charts covered 
he following points: 

4 brief history of L. C. Anderson, Inc., which ineluded the date of first contract 

th Pontiae, change of company officers, and change of facilities. 

A synopsis of the five conferences held with Mr. Crawford. 


We had been delegated by Mr. Hufstader in June 1954, to talk 
ibout this problem and see if we couldn’t settle it. 


Mr. Curtice asked Mr. Anderson if he had any questions on Pontiac’s presen- 


Mr. Anderson corrected the date Pontiae stated he moved into the new building 
ind disputed Pontiae’s statement that he had been shown the fair-share repo 
Mr. Anderson reminded Mr. Schulte, Pontiac’s general manager, that he had 
erbally told him to go ahead and find a buyer for the dealership. 


Chat was in September 1954. 


Chroughout the remainder of the conference Mr. Curtice referred to the Oxford 
peech which appeared in the current NADA magazine by waving it before every- 
and reading several paragraphs. 
Mr. Curtice talked about a speech he delivered in Chicago shortly after 
president of General Motors entitled “Partners in Progress.” He ex 
ned that the speech had been printed and distributed to General Motors 
el booklet form. And Mr. Curtice stated that he made many speeches 
the corporation and its policies and that it was apparent to him that Mr. 
\nderson was dissatistied with the policies of the corporation in view of the 


he NADA magazine was again picked up by Mr. Curtice, and this time 
ead several paragraphs frem the article. When he finished reading Mr 

( tice looked at Mr. Anderson and said, “Why, you're a Red. Do you want me 
ontinue reading?” 


‘Not for my benefit.” Mr. Anderson replied 
At this point Mr. Hanoute asked to say a few words. He talked about his 
ociation with Pontiac Motor division, and the fact that he has worked 
sely with Pontiae at all times. Mr. Curtice interrupted and remarked 
Chevrolet and Buick were also represented in the conference. Mr. Hanoute 
Mr. Curtice that L. C. Anderson, Inc., has sold more Chevrolets and Buicks 
is year than in any previous year. Mr. Hanoute stated that he was also at 
he hearing to represent 50 employees who, he stated, “are loyal to GM and its 
oducts.” Mr. Hanoute said about Lee Anderson: “If you drain out all his 
lood, you'll find that it’s 99 percent GM and 1 percent blood.” 
Mr. Curtice 


Senator Winey. Whosaid that ? 

Mr. ANprrson. My sales manager. He was with me 20 years and 
is fl ally made sales} mhnager. 

Mr. Curtice remarked that Fred Bell of NADA had written the Oxford 
peech Mr. Anderson informed Mr. Curtice that Bell did not write the talk. 


[have never even met Fred Bell until a month ago. 


Well, you authorized their printing it. didn’t you?’ said Mr. Curtice. 
[I didn’t know anything about it appearing in the magazine,” replied Mr. 


\re 1 going to sue them?” said Mr. Curtice. 
Mr. Anderson answered: “No, IT am not going to sue them. nor am I going to 
inyone All I want to do is sell automobiles and make a profit” 


What are vou going to do 
sis Mr. Curtice talking 


‘What are you going to do with a building without a franchise? Wat's Art 
Summerfield going to do for you? You went to him for help?” 
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Senator O’'Manongry. Who? 
Mr. ANprrson. Art Summerfield. 


“What is he going to do for you now” — 


and in quite a contemptuous tone of voice, too. 

In other words, there were three things mentioned at the hearing. 

Senator O'Manoney. Don’t skip anything there. 

Mr. Anprerson. Senator, I hope I don’t. 

Senator O’Manonery. Maybe this is a best seller. 

Mr. Anprrson. Senator, it is copyrighted, it has a great many pri- 
vate letters in it. There were a total of 16 books produced for circula- 
tion among top oflicials—I have a lot of partners, you know. 

Senator O’Manoney. I am not talking about your book, I am talk- 
ing about this memorandum of this particular conference. 

Senator Winey. He is talking about Art Summerfield, let’s get it 
out. 

Mr. Anprerson. Are vos getting fidgety, Senator? 

Senator Winey. Not a bit. I want to hear what you said to Art 
and he said to you. 

Mr. Anperson. That is not here. I don’t have that written down. 

Senator Witry. But you did go to him. 

Mr. Anprrson. Would you like to know? 

Senator Witry. Yes. 

Mr. Anperson. I would be glad to answer any questions. This is 
what Mr. Curtice said: 


“What is Art Summerfield going to do for you now ?’— 


intimating that I had been to him for help. 

I hadn’t been to him for help at all, he came to me for help. 

Senator Witey. Who did? 

Mr. Anprerson. Art Summerfield. 

Senator Witry. Well, that is interesting. 

Mr. ANDERSON (reading) : 

Mr. Anderson explained— 

Senator O’Manoney. Pick it up right after that place. 

Mr. Anperson. That is what I am doing, Senator. I dropped Art 
Summertield there, he is a politician, he isn’t a dealer any longer. 

Senator O’Manonry. All right. 

Mr. ANpERSON (reading) : 

Mr. Anderson explained that although the discount plan had been in effect 
for many years, that the scope of the plan had changed considerably over the 
past years. Where in 1941 the factory put some 80 cars on the road, that figure 
today had run into the thousands— 


about 6,000. 


Mr. Curtice asked Mr. Anderson, “If you were in my chair, what would you 
do?” 

He seemed a little bit puzzled at times. 

Senator Witry. Did you give him good advice? 

Mr. Anprerson. This is what I told him: 

If I understand your question to mean what decision would I make, I'd say 
give all three franchises back. 

Mr. Curtice then made comment on several trips Mr. Anderson was supposed 
to have made. 
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Mr. Anderson has a great many advisers, you know. 
Mr. Anderson stated that the board was misinformed 


that I had not been to the Lansing meeting with the NADA executive 
committee, and that I had not been to the Washington meeting with 
the NADA executive committee, and that I had not asked Art Sum- 
merfield for anything. 

Mr. Anderson told Mr. Curtice that he had received a telephone call from Mr. 
Summerfield asking that he bring a copy of the book to Flint. 

Mr. Hufstader asked Mr. Anderson what assurance does General Motors have 
that no more speeches will be made, ‘How can we be sure that what you have 
said comes from deep within?” 

In other words, he was referring at that point to my summary, which 
I haven’t read to you. 

So I said at that point: 


I promise that from the heart and the will I will make you no more trouble. 


And incidentally, Mr. Curtice stood up with that remark—and 
when he stands up, he wears the mantle of authority, the meeting is 
end lg: 


Let’s end on that note. 


And we all shook hands and the hearing was over. 

Three days later I received notice that the decisions of the three 
general sales managers were upheld, which means I am no longer 
a General Motors dealer. 

Senator O’Manonry. Will you be good enough to read—— 

Mr. Anverson. I think that completes 

Senator O’Manoney. Will you be good enough to take this copy of 
the NADA magazine in which your Lake Orion speech is reprinted 
and read the paragraph which Mr. Curtice read just before he called 
youa Red¢ Do you recall what paragraph that was? 

Mr. Anverson. Well, he read a great deal of the speech, some para- 
graphs 2 or 3 times, but I don’t recall now which paragraphs they 
were, 

Senator OManoney. Is this the whole speech ? 

Mr. Anperson. No, it is about six typewritten pages, sir. This isa 
condensed summary of the speech, and a new title given it by the 
NADA. I don’t know anything about this. 

Senator O’Manoney. Do you have a copy of the speech ? 

Mr. Anprerson. I do. 

Senator O’Mauonry. The full speech ? 

Mr. Anperson. I do. 

Senator O’Manoney. Will you furnish it to the committee if you 
have it with you ? 

Mr. ANpERSoN. Senator, you can have both of these books. 

Senator O’Manonry. I would like to put a copy of this speech in 
the record. 

Mr. Anperson. I have it in here. You can remove it from the 
books, you can have the books, take anything out of them you want. 

Senator O’Manoney. You see, Mr. Anderson, you have presented 
us now with your written summary of the conference which took place 
before the general appeals board, and you have recited certain state- 
ments made to you by Mr. Curtice after reading your speech. 
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In one of these he calls you a Red, after having perused one of the 
paragraphs of one of the statements that you made. Therefore it is 
Mi porti int for your reputation as well as the re putation of Mr. Curtice 
for the committee to have the full text of what you actually “aid. 

If NADA magazine in publishing the story cut it down—TI can 
inderstand, of course, why a magazine must cut copy in order to 
conserve space—but if any language that you used was oan eg 
which would justify such an appellation to be made to you by the 
head of General Motors, it is important that we know it. 

If you said nothing that would justify anybody in calling you a Red, 
the public ought » know that, too. That is why I want it in the 
record. 

Mr. ANprerson. Senator, [don’t know why he called mea Red. You 
vill have to ask him. 

Senator O'Manonry. I understand that. But we want to have the 
full text of your statement. 

Mr. Anprrson. Ile did not have the full speech in front of him. He 
had this magazine, which arrived only 48 hours on this desk before 
the hearn YY, 

Senator O'Manonry. All he read was what was in the magazine 
sthat it? 

Mir. ANperson. Right. 

Senator O'Manonery. Will you look at the Magazine and ‘se e if you 
can recall what the paragraph was that he read before he made this 

arge ¢ 

Mr. Anperson. I wouldn’t be positive of that, but I think it was 
following my charge of friendly factory bootleggers. He seemed to 
be particularly disturbed by my calling executives bootleggers, | 
think, or friendly bootleevers. 

Senator O’Manonry. I would say, Mr. Anderson, that vou are not 
deficient in the use of invective. 

[ consider that a compliment. Tam not at all criticizing you for it, 
ar. [lke a fighter myself. 

Mr. Anxprerson. Have I answered vour question? T really could not 

‘Il you, but it was in that area. 

You understand that the notes that T have n inde » here he spent prob- 
ably an hour out of the hour and a half he was present at the hearing 
with this somewhat in this fashion. Do you see what I mean? I was 
ittine there Jin Sedting. He would read a paragraph. He read 
this part: 


Chis is the talk delivered by the president of L. C. Anderson Co. 


Do you see what I mean ? So it was the speech that definitely 

‘ought no renewal of franchise. 

Senator O°MAHONEY. ‘Did you say anything at that meeting that in 
vour mind would justify his calling vou a “Red” 

Mr. Anxprerson. Oh, nothing whatsoever, sir. 

Senator O’Manonry. Have you ever been accused of being a “Red” 
by any other person ¢ 

Mr. Anperson. I never have, nor have I ever been called any name 
by anv General Motors official or T never called them any name. _ It 
s the first time any names were called. What he meant by it, I don’t 
know l don't care. 


ne 
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Senator O’Manoney. And in this article you did not refer to an 
industry practice; is that my understanding 4 . 

Mr. Anprerson. That is right; a new practice that was becoming 
ndustrywide and was destroying my business, and I was talking to 
the customers in mv area. 

Senator O’Manonry. Would one be justified in drawing the con 
clusion that General Motors had been adopting a policy intended to 
drive out of business successful automobile dealers of strong financial 
position, with capacity to fieht as well as to sel] automobiles, and re- 
place them with dealers more amenable to company policy and less 
likely to speak freely about the industry to which they had given their 
lives / 

Mr. Axperson. I don’t know what Mr. Curtice was thinking about, 
but that sounds as reasonable, like a reasonable assumption. The 
facts purport what you just said. ‘The facts that a year and a half ago 
they set up a new man in a new postwar building, 2,500 yards from 
me, with Pontiac and Buick and Chevrolet emblems hanging on it. 
who could not make a dealer. And he has accumulated, since April of 
this vear, some 400 customers in Texas. 

Senator O'Manoney. Four hundred customers ? 

Mr. Anperson. In Texas. 

Senator O’Manoney. In Texas. I see what you mean. You mean 
he is selling outside of his territory ? 

Mr. Anperson. IT didn’t say that. [Laughter.| The territory, 
wcording to the Justice Department, is the United States of America 
for every dealer; isn’t it? That is today. 

Senator O’Manoney. Oh, yes; yes, indeed. [Laughter. ] 

But I mean that I have drawn the inference that he was unable to 
sell these cars in the area adjacent to his factory, or within a reason- 
able antomobile driving distance from the factory. 

Mr. Anperson. R. L. Polk showed he sold about half that manv 
locally. . 

Senator O’Manoney. He sold how many in Texas? 

Mr. Anprerson. Well, I don’t know. Polk has not revealed that 
yet, sir. 

Senator O’ManHoNney. What did you say? 

Mr. Anperson. I want tomakea quote, Senator. His sales manager, 
I think, told one of my men that they had now accumulated some 400 
customers in Texas. 

Senator O’Manonery. And you are now saying that? 

Mr. Anperson. I don’t say those things to be facts unless I person- 
ally have them documented. 

Senator O’Manoney. I understand, but you say now that the regis- 
tration by Polk shows that his sales 

Mr. Anperson. Locally- 

Senator O’Manoney. Locally were only about—— 

Mr. Anperson. I think the year to date, through September, was 
approximately 170. 

Senator O’Manoney. O.K. 

Mr. Anperson. [ have it here—I can refer to it if you like. 

Senator O’Manoney. If you have it there, let us put it in the record. 
_ Mr. Anperson. I have it in this thing here which will take some 
time, sir. 
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Senator O’Manoney. Will you go into that “thing there” and pro- 
duce it ? 

Mr. Anperson. Can I do that during the intermission or something ? 

Senator O’Manoney. Yes; of course. 

Mr. ANprerson. It will take me some time. 

Senator Witey. You say now that you have active competition in 
these cars. Who financed this new fellow ; do you know # 

Mr. Anperson. | am not that intimate with his business. I do not 
know. 

Senator Witey. Have you any idea, an estimate, say, of what money 
was put into that plant / 

Mr. Anprerson. | would say it would need to be in the area of $75,000 
or $100,000 without buying the real estate. He rents the real estate. 

Senator Witry. And constructed this plant on that rented real 
estate ¢ 

Mr. Anperson. The building had been constructed, postwar, but he 
was not the dealer. The dealers are changing pretty fast in that area. 
The dealer that was in that building previously is now in the Federal 
penitentiary. He was a Ford dealer. This free enterprise system 
gets pretty rugged, Senator. The present Ford dealer is three blocks 
from me, and he is on bond for $87,000 pending a trial. 

Senator Witey. Ford dealer ¢ 

Mr. Anprerson. Ford dealer. That is what happened to Ford com- 
pe tition in my area. 

Senator Witry. I think that is very important. Is that true, then, 
in practical lines of cars in that area? I think now you have got toa 
question that strikes deeper than Anderson. 

So it is a question of interfering with what you might say, or sug- 
gesting what public policy should ‘be in this matter, if it bee not only 
affected you but every dealer who handled every other car of every 
other make within the given area of the plant. 

Mr. Anprrson. Yes, Senator; definitely. 

Senator Witey. How many? 

Mr. Anprerson. How many dealers? 

Senator Winey. Yes. 

Mr. ANpErson. I don’t belong to any association in Oakland County 
but I dare say it is probably 75 dealers directly affected. 

Senator Witry. How much money have you got in your plant? 

Mr. Anperson. Physical facilities, about $400,000. 

Senator Wiiry. And on the facilities? 

Mr. Anprrson. Other assets probably $200,000. 

Senator Witry. And now you are handling no automobiles except 
secondhand cars? 

Mr. ANprrson. We have 25 Pontiaes left over that I doubt very 
much the factory is going to buy back. 

Senator Wiiry. Have they not offered to do anything for you? 

Mr. Anperson. They haven't done anything, except to talk a little 
bit. So far we are still in the talking stage. 

Senator O’Manonry. That was not the Senator’s question. He 
asked you if they had offered to do it. 

Mr. Anprrson. They will do as the contract stipulated, I am 
certain. 

Senator Wirey. What is that? 
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Mr. Anpnerson. In buying back of automobiles, parts, and so forth. 

Senator Wirry. I am trying to get at this: We heard some testi- 
mony yesterday whether or not now they have created the situation 
by t: aking your contract, whether or not they do not feel any sense of 
doing something under that contrac ot that is provided, as I understand, 
n the contract——— 

Did they offer to lease your building? 

Mr. Anperson. They have been attempting to find a successor to 
me since I have been terminated. However, they haven’t actually— 

last week, I think, they have my sales manager signed on a Chev- 
rolet and Buick contract. We are making plans, and trying to get 
together, on leasing of the building to my sales manager. 

Senator Witry. Through their taking a hand in it/ 

Mr. Anperson. He was my suggested man, after waiting 6 weeks 
for them to bring somebody around. 

Senator Winey. Did you ever have any trouble with the GMAC, as 
they call it? 

Vir. Anperson. Trouble? 

Senator Witty. With handling the financing of your cars. 

Mr. ANprerson. No. 

Senator Wiiry. Those relations were satisfactory ¢ 

Mr. Anperson. We took first place nationally, also, for GMAC in 
volume of paper percentagewise to total sales. 

Senator Wirry. What I am getting at, was there any pressure on 
their part? One part of this inquiry seems to indicate that the finance 
company has not been playing according to Hoyle. Now, I want to 
know whether you have any evidence to state on that issue. 

Mr. ANpErRson. None whatsoever against GMAC. 

Senator Witry. Your dealings with them were satisfactory? 

Mr. Anperson. Yes, sir. 

Senator Wirey. In the last 3 or 4 years, what has your income 
been—has it been profitable ? 

Mr. Anperson. Do you mean—— 

Senator Witry. From your business handling. 

Mr. Anperson. For the corporation ? 

Senator Winery. Yes. 

Mr. ANperson. You are talking about my personal income ? 

Senator Witry. No, no, no. This Anderson Motor Co., or what- 
ever itiscalled. Weare talking about the Lee Anderson 

Senator O’Manoney. L. C. Anderson, Ine. 

Senator Winry. Yes. 

Mr. Anprerson. Has the income been sat isfactory to me? 

Senator Winery. Yes. 

Mr. ANDERSON. To the corporation and its stockholders ? 

Senator Winery. Yes. 

Mr. Anperson. We have not paid any dividends in 2 years. 

Senator Witty. That is because you have not had a market ? 

Mr. Anperson. I would say this: That our net worth, which is the 
Important figure on our statement, or any statement I guess, has 
dropped about $2,000 in net worth since the volume selling and this 
discount plan. 

Senator Wirry. In your meeting that you had with Curtic ‘e and the 
rest of them that day, did you talk at all about the inequi ity of this 
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arrangement with people that you had served over 30 years, like you 
have, whereby they took your market away from you? Did you dis 
cuss that at all with them? Wasthat entered into 4 

Mr. Anperson. ‘The book has the letters interchanged, and there is 
recorded five conferences with the general sales manager of Pontiac, 
talking on this particular subject that was so damaging to me. 

Senator Witey. Wasthat in 19544 

Mr. ANpEeRSON. 1954 and 1955. 

Senator Winey. At this meeting, you did not go into what you call 
is the real crux of the matter / 

Mr. ANperson. ‘The Arithmetic of Disaster, you mean / 

Senator Witrey. Yes. 

Mr. Anprerson. Mr. Curtice and Mr. Hufstader had this book on 
their desk since June of 1954. We have been talking privately, not 
to Mr. Hufstader and to Mr. Curtice personally—me with them—they 
delegated Mr. Crawford to talk to me, but the book has been on Mr. 
Ilufstader’s desk. He had it in June, the first time, 1954, which is the 
talking of this subject solely. 

Senator Winey. Well, then, what I am getting at is: Was there ever 
any indication that they showed any consideration for their dealers ? 
You are a dealer. You ranked high. You disposed of their product 
et cetera, and so forth, All at once, the thing was cut from under you. 

Was there any indication, or was it sunply this: “This is the policy \ 
fixed by the company, forget = dealer”? What was the indication / 
That is what I am trying to get : 

Mr. Anprerson. Senator, I do aed represent any other dealer there, 
but I will say this: Several dealers in Oakland C ‘ounty have heard of 
my negotiation at topside with the corporation and Pontiac motor 
division officials, and have come to my office to talk about it. Every 
dealer in Oakland County is suffering by virtue of these things, and 
over this period, but L take the position ‘and I told them ex: actly what 
1 am telling you now—lI will look after myself, you look after your 
self. I do know that the dealers have complained to the district 
managers, definitel 1V. 

Senator O’Marioney. Did they approve or disapprove what you are 
doing ¢ 
Mr. Anperson. Definitely approved of it, and are very hopeful, 
ator, hopeful that some remedy will come. However, I have lost, 
and been defeated working with my partner. I am through. I am 
down here because you asked me to come. 

Senator O’Manonry. The picture that you draw, briefly stated, 1 
this: That because of your location within a comparatively close dis- 
tance of the factory and “_ ause many of the employees of the factory 
were residing in the area in which you would customarily sell cars, 
you and every other dealer in that area were suffering from the compe 
tition of the factory, which was selling the cars to its employees at the 
same price that it was selling the cars to you, and to other automobile 
dealers. 

Mr. Anprerson. Correct. 

Senator O"Manoney. That for many months, if not for a year, you 
negotiated with your superiors in the General Motors est: ablishment— 


you made complaint, you made oral complaint, you made written com- 
plain t—you wrote a book—— 


Mr. AnpeErRsoN. Yes. 


ho 


ens 
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Senator OMantonry (continuing). The Arithmetic of Disaster, 
ind laid it before them # 

Mr. ANperson. Yes. 

Senator O’Manoney. And no advance was made in your effort to 

ring about some modification of this policy or some remedy, which 
tight aid the dealers, or did you accomplish something ? 

Mr. ANDERSON. Yes, senator, I did. Did you say some modifica- 
tion! This started in January 1954, and I will tell you how it started. 

Inasmuch as I have lived in the area 55 years, and been in the auto- 

iobile business 21, I know hundreds of people working for General 
Motors and, particularly, Pontiac motor diivsion. So that anything 

at goes on a bulletin board in the Pontiac plant is usually tele- 
»yhoned to me immedi: ately if it attects mv business, do you under 

tand? Friends. It takes friends to build the top reputation and the 

tops iles record. 

In January 1954, 1 received a phone eall from a foreman who said, 
“Well, Lee, do you know what’s on the bulletin board today and what 

ey are talking ¢” 

I said, “No, what is it 2” 

“We 1H.” he says. “eac ‘h one of the 1.100 foremen are now going to 

ive cars to sell per ye: BF. 

aCe yh I says, “I have got troubles enough. Don’t tell me that kind 
of stuff.” 

“Oh,” he says, “I mean it. Iam serious.” 

: says, “You cannot be serious about such a thing. That is absurd, 
that 1,100 foremen would be offered 3 cars in a year. 

nator WILEY. They were to dispose of three or sell at factory 
id 

Mr. Anperson. Yes, sil 

So I finally ended the conversation; I says, “Well, I will find out 
about it if you are serious about it; I will find out about it,” and I called 
Mr. Crawford, the general sales manager, who I know personally, and 
: said, “Hank, 1 just got a phone call from an employee foreman of 

e plant who told me this: That you are now upping the quota from 
3 cars per employee covering 1,100 foremen.’ 

He says, “Oh, no, Lee; oh, no.” 

I said, “Oh, yes; oh, yes.” 

He says, “I cannot believe that”; and I said, “Well, that is the report 
I got, that that is the conversation in the f: wctory as a result of a bulle- 

in on the bulletin board.” 

“Well,” he says, “let me dig into this”; and he says, “I will call you 
back,” and he did eall back in 30 minutes, and he says, “Yes, Lee, my 
Grod, it is so,” the general sales manager of Pontiac motor division. 

Well, we would get some accomplishment, do you see what I mean, 

Senator, yes, that 3 officially—and, by the way, 3 was not the limit; it 
is reported where there have been 10 or 12. They need to sell auto- 
mobiles, and 1954 they did not have the last word in an automobile, 
you know, so they had 1,100 dealers with a 3-car allotment in 1 country. 

Senator O’Manonry. When you say 1,100 deaiers, you mean 1,100 
employees ¢ : 

Mr. ANprerson. Yes, dealers 

Senator O’Manonry. Dealers ? 

Mr. ANpERSON (continuing). With a 3-car allotment. 

Senator O’Manoney. Yes. 


OF272 56—pt. 7——30 


a to 











3342 STUDY OF THE ANTITRUST LAWS 


Mr. Anperson. With nooverhead. [ Laughter. | 

Thirty-three hundred cars, Senator, and 3,300 used cars, Senator. 

Senator O’Manonry. You are telling us that it was the policy 

Mr. Anperson. That is right. Now, I did get some relief —— 

Senator O’Manoney. Just a minute—to distribute the cars through 
the employees in this manner merely for the purpose, not for the accom- 
modation of the employee, but for the purpose of helping to distribute 
an inventory that was otherwise not capable of being handled; is that 
right ? 

Mr. Anverson. They were giving the dealers considerable assistance 
in that way. 

Senator O’Manoney. Well, now, dealers, do you mean now—— 

Mr. Anperson. The seven dealers in that area 

Senator O’Manionry. Assistance / 

Mr. Anperson. Substantial assistance, was it not? They were giv 
ing us 1,100 foremen to help sell the cars. | Laughter. | 

Senator O’Manonery. Yes. 

I would not call that assistance. 

Senator Wixry. I wanted to know one thing here. Did this policy 
that you talk about apply to assembly plants the same as it did to fac 
tories? Now, they have had assembly plants, these corporations have, 
throughout the country where they have gotten out some places hun 
= oer thousands of cars; you know that. 

-. Anperson. Senator, I am pretty familiar with the Pontiac situ- 
sas General Motors has 150 plants, and so forth, throughout the 
country. I am somewhat familiar with Flint because of what Art 
Summerfield told me. 

In Flint it has been traditional to deliver employee cars through the 
2 dealers there, and employees were allowed, I think, over the past : 
years a 10 percent discount, which left them 14 percent gross profit, 
and why he called me was he heard about me working on this project. 

Senator O’Manonry. Who is “he?” 

Mr. Anprerson. Art Summerfield. 

Senator O’Manoney. Yes. 

Mr. Anprerson. That he was fearful they were going to do it in Flint 
through Chevrolet, and he did call me, and he did say they started to 
do it the day after Thanksgiving, and he needed some help with sta- 
tistics to overcome it. 

Senator Witry. In 1954 this was? 

Mr. Anperson. 1954. 

Senator Witry. Yes. 

Mr. ANberson. So I gave him a couple of the reports. 

Senator O°’Manonry. You gave Mr. Summerfield ? 

Mr. Anperson. Yes. 

Senator O’Manonery. Now, earlier in your testimony when you were 
detailing the notes you made of the conversation you had with Mr. 
Curtice, you told us that he turned to you with this copy of your speech 
as pr inted in NADA in his hand and said words to this effect : 

“Now, what are you going to do with an automobile plant on your 
hands and no se lling agreement? What is your friend Summerfield 
going to do for you now ?” 

In response to that, I think in response to a question asked by Sena- 
tor Wiley, you said that Summerfield had not done anything for you 
but that you had done something for Summerfield. 


——&QVE 
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Mr. Anperson. That is right. 

Senator O’Manonry. What is it? 

Mr. Anperson. I gave him a copy of the report that I had at that 

me on what the plan had done to me relative to Pontiac motor di- 

sion. 

Senator O’Manoney. Was this plan put into effect with respect to 
Chevrolet ¢ 

Mr. Anperson. Yes, and it lasted from the day after Thanksgiving 

intil the first of February, then he was able to get it stopped in Flint. 

Senator O’Manoney. Mr. Summerfield was able to get it stopped in 
Flint ¢ 

Mr. Anperson. Apparently, because they did stop it. 

Senator O’Manonry. What year was that? 

Mr. Anperson. The day after Thanksgiving, 1954, until February 
1. 1955. 

Senator O’Manoney. I see. And this plan is not in effect now, so 
far as Chevrolet is concerned 4 

Mr. Anperson. Not to my knowledge in the degree in which I have 
lescribed it here. 

Senator O’Manoney. Is that the service that you are suggesting 
vou had done for Mr. Summerfield ? 

Mr. Anprerson. Yes. 

Senator O’Manoney. Do you know whether this plan is in effect 

any other of the General Motors divisions? 

Mr. Anperson. Yes. The general sales manager of Buick told me 
that they put out 6,500 cars in the city of Flint or in that area every 
year. 

Senator Witery. Using that plan? 

Mr. Anprerson. Yes. 

Senator O’Manoney. Any other division? 

Mr. Anprrson. I understand that Oldsmobile in Lansing has a 
similar plan which, I think, involves about 19 or 20 percent discount, 
but delivered through dealers, and the dealer picks up 4 or 5 percent 
gross, 

Senator O’Manoney. Do you know to what extent the policy which 
has been followed with respect to you is supported by the other 
executives in Pontiac and General Motors? 

You intimated, for example, when you read those three letters 
notifying you that your selling agreement would not be renewed, that 
of the first 2, 1 from Buick and 1 from Oldsmobile. 

Mr. Anperson. No, Pontiac, Buick, Chevrolet. 

Senator O’Manoney. Yes. 

The letters from Buick and Chevrolet were very simple, and there 
had been no difficulty with them ? 

Mr. Anperson. None whatsoever. 

Senator O’Manoney. Your sole difficulty was with—— 

Mr. Anperson. Pontiac. 

Senator O’Manoney (continuing). With Pontiac, and I under- 
stood you to say that some of the executives of Pontiac had indicated 
to you that they were not personally responsible for the punishment 
that was inflicted upon you for making this speech, but that it came 
from topside, and then, in response to a question from Senator Wiley, 
vou said topside was Mr. Curtice. 
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Mr. ANnprerson. Correct. All three general sales managers said 
that that termination was ordered. 

Senator O’Manoney. All three general sales managers said they 
were not responsible. 

Mr. Anperson. That is right. 

Senator O’Manonry. They were friends of yours? 

Mr. Anprerson. Yes, sir. 

Senator O’M itonry. Are they still friends of yours? 

Mr. Anprerson. Yes, sir. I have thousands of friends in General 
Motors. 

Senator Winery. Can I get that answer I fished for a little while 
ago, whether you hin k this same policy is applied throughout thes: 
150 assembly plants, whatever they have got, in that are a! 

For instance, in town X, which might be a town of a half millio: 
people, where an assembly plant is located, do all those elnp loyees gel 
the cars on the same basis that you have mentioned 4 

Mr. Anperson. If General Motors would implement what I said 

Senator Wiiry. Pontiac I am talking about now. You know about 
Pontiac, that is what I am talking about. 

Mr. Anperson. I do not know about any other plant of Pontiac’s 
except the one in Lake Orion. 

Senator Wiiry. That is the only plant you know about ? 

Mr. Anprrson. That is the only one I know about. 

Senator Winry. You have not heard whether or not it is general 
policy to disintegrate what you might call dealers, in effect, in other 
places where assembly plants are? 

Mr. Anperson. In assembly plants? No, I would not have any in- 
formation on that, sir. 

Senator Wirey. One thing was of importance to me, and I would 
like to get your opinion about it. You spoke about taking this 
appeal, and then there was the president of the company who got up 
and, as he made that last statement, it was after you had presented 1 your 
arguments, you assumed that, perhaps, the decision was to be favorable, 
did you? 

Mr. Anpnerson. At all times until I left the hearing room, I was 
hopeful and wishful that it would be reversed, that we would have 
the three franchises returned to us. I fought very hard for them. 

Senator Wimry. Have you any law in Michigan similar to our law 
in Wisconsin, do you know? 

Mr. Anperson. I do not think so. 

Senator Wirry. Have your lawyers informed vou as to whether or 
not you have any rights, legal rights, in this matter? 

Mr. Anperson. I have not consulted an attorney other than Mr 
Hogan’s department. 

Senator Witry. Have you, in view of your great experience through: 
twenty-odd years, and recognizing the inequities that have been 
imposed — the other dealers in your area, seen the financial suf 
fering, and so forth, have you any ideas as to what the Wisconsin 
court has salt, in substance, under a statute, that there is a right to 
evaluate the facts by a court as to whether or not equities have been 
violated, and so forth? Have you any ideas as to what you think 
the remedy should be ? 

Senator O’Manonery. Excuse me for just a minute. Off the record. 

(Discussion off the record.) 
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Senator a ry. You are a man with quite a bit of experience; you 
ive lived a strenuous life; financially, apparently, you have done 
pretty well snail the very fellow that you helped build up has given 


yvotla hard knoe k. 


What is your gener: al theory as to the justice of the situation like 

iis, and if there 1s any injustice, have you any thought as to what 

e remedy would be, whether it should be a matter of State legisla- 

on, Whether it should be Federal legislation, and if so, have you 
v idea as to what the legislation should provide, if anything? 

Mr. Anperson. Well, that is a big subject, Senator, and I am not 
attorney noram La lawyer: Laman automobile salesman. 

Senator Witry. You have got a lot of common sense. Dooley says, 

bv golly, they call it common, but it is the searcest commodity on 
market, you know.” So let us get your rea tion. 

\ir. ANDERSON. Now, this could be just a pe ‘rsonal opinion and | 

idn't given it any particul: ir arp with reference to saying some- 
o@ here today yes, I could think of some w: ays to re “medy the situa 

on. Whether they would be illegal or not I don’t know. I know 


from the practical and economic standpoint what would help. I say 


| know—I think I know. I don’t know everything, Senator. Would 
ou like me to give you e point or t Oo? 
Senator Winey. Make it three, if you want to. 
Mir. Anprerson. Well, I think opinion onl territory security is pretty 
ich divided, but I do think an assigned teri “ItOry would be good for 
is business. In each instance where there has been a vote taken 
r General Motors or NADA, I have voted for territory security, 
ind yet [ am a franchised dealer to a metropolitan area. See what 


s - Wier. Yes. 
Mr. Anperson. I think that answers one point for you. I would 
be in ‘favor of territory security, because my franchise did take in 


ufficient territory to support my building. Iam certain that General 
Motors would give me that—if I was still a dealer, understand. 

Senator Winey. You feel that the action that was taken by the 
ompany here violated that princ iple of territory see urity. If the par- 

t violates it, don’t you t hink the paren t should make good in some 

iv‘ For instance, your profits a little while ago—for instance, I 
iave tried to find out what the costs of selling a car are 

\ir. Axprerson. I have that here in the record 

senator WiILey. And then I have tried to find out what the profit is. 
If you have lost profits Ol such Cars, it oes back originally to your 

tract. You made a contract in which you agreed that they could 
ut you off any time; didn’t you? 

Mr. Anprerson. That is a unilateral contract. T made money under 


Senator, it just occurs to me 

Senator Witry. Do you want to give me a present ? 

Mr. Anprerson. Yes, I would like to have you for a customer. That 
s an annual re si to owners, customers, and emplovees. And it is 
ertified to by the Rutten-Welling auditing pay in Detroit as to its 
weuracy. And it is an annual report to owners, employees, and cus 
tomers for 1953. And here is one for 1952, i one for 1951. We 
found that that was a good piece of public relations. 











3346 STUDY OF THE ANTITRUST LAWS 


Senator Wirry. I have been asked to find out whether the Art Sum- 
mertield you referred to is the senior or the junior. 

Mr. Anperson. Senior. 

Senator Wiey. He is the man that has the Chevrolet agency in 
Flint; is that it? 

Mr. Anperson. He did have that. His son now runs the agency in 
Flint. 

Senator Weiker. Senator, could I interrupt? 

Senator Witry. Yes. 

Senator WeLker. You might be interested in getting another cus- 
tomer. I wonder if you have some copies of that. I am Senator 
Welker of Idaho. 

Mr. Anperson. Senator, you can have all the stuff you like. 

Senator WeLker. Just what you gave to Senator Wiley. I have 
been very interested in your testimony since I came in, and I would 
like to follow it. a you have one for 1954 2 

Mr. Anperson. I don’t have 1954. It is pretty hard to write a re- 
port for owners, customers, and employees when you lose money. 

You asked the question as to how much I made, Senator. It is in 
there. 

Senator Winey. Can you make a living now with your plant and 
overhead ¢ 

Mr. Anperson. It will be reduced substantially, that is for sure. 

Senator Witry. Are you engaged in what they called bootlegging? 

Mr. ANDERSON. a I have a national reputation on the ques- 
tion of bootlegging. L. C. Anderson, Inc., has never bootlegged a 
single automobile, ieee or indirectly. And the corporation knows 
that. 

Senator Wirry. There is just one other question I want to ask, be- 
cause it seems to me—well, here is the question. 

From your testimony this morning, you claim that there is just 
one reason why they cut you off, and that was because you made this 
speech or had previously discussed the inequity of the arrangement 
they had resulting in taking what you might say was your market 
away from you. That is the only thing that was ever alleged in any 
conversation ; that speech. 

Mr. Anperson. Yes, sir. 

Senator Wirry. Well, if they alleged it, did you try to show the 
justice of what you said, show the logic of what you said, show that 
you had been with them so many years—my land; you are human 
beings and your rel: itionship had been profitable on both sides—did 
you go into that theory with them? 

Mr. Anperson. That was incorporated in my 12-minute summary 
at the hearing. 

Senator Witey. Did that seem to make any impression? Have we 
become so mechanically minded that we cannot understand humanity 
in a situation like this? I am trying to find out just what the reaction 
was at this meeting of this big group of men, men whom you had 
associated with, helped build up this great institution over 20 years, 
so that there is nothing comparable to it in the world. And I am 
just wondering—and I am sure that that is one of the purposes of 
this hearing—bec ause if, after all, bigness becomes autocratic and 
forgets that we are all in the same boat, and that boat is America, 
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that we do owe related obligations one to another whether we are 
a small guy or a big guy, and that is to try to maintain our way of 
life, as it has been called— -perhaps I don’t ‘know but what the other 
people claimed that this was the American way of life. Having made 
a contract, you had to live up to the letter of it instead of the spirit 
of it. I am just trying to find out what the reaction was. Perhaps 
I will get it later when Mr. Curtice takes the stand. 

Mr. Anperson. | was ignored when I asked for a fair share report 
fter pursuing it 6 years by Mr. Curtice when I raised the point at 
the hearing. I was completely ignored in my request for a fair share 
report—that is a term we use in the industry. But there was no 
apparently what I had to say in my summary at the hearing fell 
upon deaf ears. There was nothing whatsoever that transpired except 
Mr. Curtice made that speech. 

Senator Witey. You made one remark that I want to ask about 
until the chairman gets back. 

You spoke in relation to this great race that is on between com- 
petitors—I think someone called it a cutthroat race—in relation to 
the disposing of the production. I am just wondering if you have any 

deas as to that. 

Mr. Anverson. Yes, sir. I will give you my idea and my thinking. 

Competition is at the foxhole level, at the dealer level, in the towns, 
and so forth. Competition should not be between Henry Ford and 
Harlow Curtice on a personal basis. And cars today in volume are 

sold not so much by product salesmanship but by dealers who can 
economically figure their overhead and know their costs and get just 
a little more to stay in business. It is an economic battle between Ford 
and General Motors, clear down to the foxhole level, economic battle, 
not sales of merchandise because of their merits; it is the deal, how 
much money difference, so that the dealer who can keep his pencil 
sharper—and I mean sharper—in a businesslike, accurate fashion— 
and our work has been complimented even by the Internal Revenue 
Department for our accuracy—and we are very sensitive to a loss, and 
notice it immediately. 

So it is an economic battle, Senator. Have I given you a good 
point ? 

Senator Witry. Yes;I think you have. That is all. 

Senator O’Manoney. Thank you, Senator Wiley. 

We were holding that discussion about the conversation between 
yourself and Mr. Curtice at the hearing before the appeals board, and 
you detailed the conversation affecting Mr. Summerfield. I assumed 
that you were speaking about Mr. Summerfield, now the Postmaster 
General, and not about his son ? 

Mr. Anperson. That is right. 

Senator O’Manonry. It was Mr. Summerfield, the Postmaster 
General ? 

Mr. Anperson. That is right; previously a dealer. 

Senator O’Manoney. P1 -eviously a dealer. 

His son is now a dealer, and I thought it might be well to get that 
straightened out in the record. 

Mr. Anperson. I understand. 

Senator O’Manoney. Mr. McHugh? 

Mr. McHven. Yes; I havea few more questions. 
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You state that a large number of cars are sold in your area under 
this employees’ discount plan. Don’t these cars have to be serviced 
under the warrant policy, Mr. Anderson ¢ 

Mr. Anperson. They should be, yes; they are. 

Mr. McHwven. Do the owners of these automobiles sold under this 
plan come to you for servicing under this warranty plan ? 

Mr. Anperson. Yes: they are directed by the factory to come to our 
service department, or any other service department, any Pontiac 
dealer; the factory does not perform any repairing or servicing of 
the cars after they are delivered. 

Mr. McHuen. So the owners of these cars have to come to a fran- 
chise dealer to get servicing under the war anty ¢ 

Mr. Anprrson. Well, that is where they are directed to come, and 
that is the only place they could get it. 

Mr. McHwuen. And did you, in fact, service cars, under the warranty, 
old to employees or people who obtained cars from employees sold 
under the employee discount plan ? 

Mr. Anperson. We did perform that service, according to the con- 
tract, until May of this year, and then I served notice on the factory 
that we could no longer afford to do that. 

Mr. McHuen. When you serviced cars under the warranty, did that 
involve some cost to you for which you weren’t reimbursed # 

Mr. Anperson. That isr ight. 

[t is pretty difficult between the customer and the factory to get your 
cost of the operations it is necessary to perform and the customer w ants. 

Mr. McHvucnu. Do you have any idea of how much it might have 
been costing you for the servic ing of these cars under the warranty / 

Mr. Anperson. Yes. In the year 1954 it ran into several thousand 
dollars. 

Mr. McHuen. The factory didn’t reimburse you for this expense? 

Mr. Anprrson. No. In between what the factory consented to pay 
ind what we could get from the customer, there was still a gap there. 

Mr. McHven. Was it your position from the testimony, Mr. Ander- 
son, that a great number of these cars that were being sold under the 
employee discount plan were actually not going for the use of em- 
ployees but were being sold to other consumers in the area? 

Mr. Annerson. That is right. 

Mr. McHven. Now, do you have any evidence, any records, that 
employees who were receiving these cars under the employee discount 
plan were, in turn, turning these cars over for resale to other users? 

Mr. Annerson. There was an examination made last year, a sam- 
pling of 300 transfers of title, which was gotten from the microfilm 
library of the secretary of state, and it was found from that that au 
sizable number of the cars were being transferred before a year was 
up—in other words, some of them were transferred the same day, 
some of them a week later, some of them a month later. 

On that sampling of 300 cars—you see, every car in Michigan has the 
title issued at the time it goes on the road and the license is purchased. 
Just as soon as that car is sold, the title is transferred. Well, we don’t 
get the original title back until about a month after the title is deliv- 
ered. So that you find that titles are transferred, a great many of 
them, within a month after the delivery, but you don’t know what 
the date is, if you see what I mean. They are not kept by employees; 
they resell them. 
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Mr. McHvuen. Thev do resell them ¢ 

Mr. Anperson. Not all of them, no. I am not saying that. But 
there are some sizable number that do. 

Mr. McHven. I believe you stated that Mr. Crawford told you 
that these 1,100 foremen were permitted to buy 3.500 cars a year. 

Mr. Anperson. That was in January 1954; yes, sir. 

Mr. McHveu. Do you have any information which would lead 
vou to believe that, in fact, most of these employees were purchasing 
the three cars that were allocated to them ? 

Mr. Anperson. No; he could supply you with that statistic, I 
[ could not, of how many of the 1,100 did buy cars. 

We do have records of where some of them bought 1, 2, and 3, and 
| think we have the record of 1 man even getting 10. 

Mr. McHuen. You say you hi a record of 1 man getting 10 cars? 

Mr. Anperson. I think we do. Ido not have it here. It is not part 
of the book. Iam just trying to answer your question. 

Mr. McHven. This 300 car sampling which you made, do you have 
inv idea in how many of those there was ev idence that the car was 

tually turned over to someone else on the same day ? 

Mr. Anprerson. I would, according to memory. I think it was 
approximately 5 or 10 percent of the 300 sampled, which would be 
maybe 15 cars out of 300. At least we sampled 300 out of some 6,000 
titles—you see what I mean. That is quite a job to do that. 


Mr. McHuen. TI 

the same day. 

Mr. Anprerson. Or within the same week, we will put it that way. 
You cannot transfer title which you don’t possess. Do you see what 
Imean? Title hasto come back from Lansing. 

Mr. McHven. Was there some evidence that a larger percentage 
were turned over, say, within a few months after that ? 

Mr. Anperson. Oh, ves. And all within a year. 

Mr. McHvuen. And all withina year ¢ 

Mr. Anperson. Yes. 


Mr. McHven. Directing your attention to the dealer review board 
earing which you have re ferred to earlier, was there any suggestion 
or intimation made to you at that time that you, in fact, were not the 

author of this speech which you had delivered 
Mr. Anperson. Oh. yes, part of that which I didn’t have the sum 
mary there, but which happened, Mr. Curtice said, “Well now, did 
Mr. Bell”—he says it this way: “Mr. Bell wrote this speech for you.” 

Mr. McHuen. Who is Mr. Bell that he is referring to? 

: Mr. ANDERSON. eee Bell with NADA. 

I said, “No, Mr. Curtice, I never have met Mr. Bell, and he did not 
write this speech.’ 

And he replied at that point, “Well,” he says, “what does a retired 
admiral know about. this business, anyhow?” Not knowing the ad 
miral at that point. I didn’t know either. [Laughter.] 

Mr. McHveu. Did he make any other remarks ? 

Mr. Anperson. He made another remark at this point. He said. 
“Now, what is Fred Bell going to do for you, and what is NADA 
going to do for you?” T said, “Well, I don’t know. I haven’t any idea. 
I haven't asked them for anything.” 

Mr. McHuen. He said this to you after he told you that the dealer 
review board was going to cancel, and not renew your franchise? 


is percentage your records show were turned over 
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Mr. Anprrson. Yes, yes. He says, “Now you have an empty build- 
ing.” He says, “W hat is Fred Bell going to do for you? What is 
NADA going to do for you? What is Art Summerfield going to do 
for you?” 

Senator O’Manonery. The testimony has been given here before, 
I feel moved to observe, I think the question which I addressed to 
Admiral Bell brought the answer that the NADA, though it has 
made many representations to General Motors, has never been able to 
get any conference with General Motors as an association, or an or- 
ganization. ‘The testimony was that General Motors executives have 
said that any dealer may come before us, sit down here at my desk and 
thresh out his problems. 

It has also been testified that in appearing before the board of ap- 
peals, no dealer was ever permitted to take with him a lawyer. 

Do those statements of policy agree with your experience ? 

Mr. ANperson. Yes, sir. 

Senator O’Manoney. You did not ask NADA to help you? 

Mr. Anperson. I did not. 

Senator O’Manonry. And you did not ask Mr. Bell to help you? 

Mr. Anperson. I did not. 

Senator O’Manonry. What was the purpose then of the question, 
vou say, Mr. Curtice addressed to you, “What will Admiral Bell do 
for you now ¢” 

Mr. Anperson. I did not even know Fred Bell at that point? 

Senator O’Manonery. Do you have any reason now to surmise what 
was in the mind of Mr. Curtice in asking that question ? 

Mr. Anperson. Well, I will put it this way: He apparently had been 
advised by some of his help, probably Pontiac Motor division, that I 
had been working with NADA, that I had been to these executive 
meetings and I had been to Mackinac Island, I had been everywhere 
talking to them, but I had not been anywhere talking to them. 

Senator O’Manonry. But throughout your experience with General 
Motors, you were working as a rugged individualist all alone with 
the high command of General Motors; right? 

Mr. Anperson. I profess to be a rugged individual in the free- 
enterprise system at all times with or without General Motors. 

Senator O’Manonry. Right, right. That is what I thought. 

You may proceed. 

Mr. Mc¥iueu. I think that is all of the questions I have of this wit- 
ness, Senator. 

Senator Wirey. I have none. 

Senator OM. \HONEY. Who is your next witness ? 

Mr. McHwuev. My next witness is Mr. James Hamrick, of the Ham- 
rick Motor Co.., of Mobile, Ala. 

Senator O’Manonry. How many other witnesses do you have? 

Mr. McH{vuew. Well, we have probably about six altogether, Sen- 
ator ; that is, dealer witnesses. 

Senator O’Manoney. A question occurs to me, by the way, Mr. 
Anderson. Earlier in your testimony today you said, pointing to this 
book, the Arithmetic of Disaster, that one of our staff had gone over 
that book with you and had indicated what were the high points. 
You made that statement. 

Mr. Anpverson. Yes; that is right. 
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Senator O’Manonery. Did you mean by that to say that any member 
of the staff had told you whi: at to say / 

Mr. Anperson. Oh, no, no. We were trying to reduce it to a brief, 
x I would be here all day if you did not brief 21 years of experience 
somehow. 

Senator O’Manonry. What I want to be sure of is that the testi- 
mony you have given here today is your testimony and it has not 
been put into your mouth either by Admiral Bell or by any member 
of our staff? 

Mr. Anpverson. No, sir; definitely they have not. 

Senator O’MAHONEY. Or by any me mber of the committee ? 

Mr. Anperson. I would not permit that. 

Senator O’Manoney. Very good, sir. 

Will it be agreeable to you if we recess until 2 : 30 o’clock? 

Mr. McHuen. Yes. 

Senator O’Manonry. That will be agreeable to you? 

Senator Winey. Yes. 

Senator O’Manoney. Let the record show that the witness, Mr. L. 

Anderson, has offered to the committee his volume entitled “Arith- 
metic of Disaster” and that it has been received by the committee for 
the file. It will not be put as a whole into the record but it will be 
examined by the staff and the committee, and will be returned to 
you. 

The committee will stand in recess until 2:30, and we thank you 
very much, Mr. Anderson. I am very much indebted to you for your 
presentation. 

Mr. ANnprerson. Thank you. 

(Whereupon, at 12:20 o’clock, a recess was taken until 2:30 p. m. 
of the same day.) 

AFTERNOON SESSION 


Senator O’Manonery. Are you ready to proceed, Mr. McHugh? 

Mr. McHueu. Yes. 

Senator O’Manonry. How many witnesses do you have now? 

Mr. McHucnr. We have six witnesses, Senator. 

Senator O’Manoney. I assume that this will be testimony along 
the same line as that presented this morning ? 

Mr. McHuen. Yes, they are all ex-dealer witnesses. 

Senator O’Manoney. If you can expedite it, I think it will be ap- 
preciated by the members of the committee and also by the press. 

Mr. McHueu. Fine, Senator. 

Senator O’Manoney. Proceed. 


STATEMENT OF JAMES T. HAMRICK, HAMRICK MOTOR CO., ACCOM- 
PANIED BY ROWLAND F. KIRKS, LEGISLATIVE COUNSEL, NADA 


Mr. McHueu. Will you state your name, please? 

Mr. Hamrick. J. T. Hamrick. 

Mr. McHucu. Where are you from, Mr. Hamrick ? 

Mr. Hamrick. Mobile, Ala. 

Mr. McHvueu. Do you have a statement; a prepared statement ? 
Mr. Hamrick. Yes, sir; I do. 

Mr. McHvueu. Do you want to read that? 

Mr. Hamrick. Yes, sir. 
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Mr. McHuen. Go ahead, please. 

Mr. Hamrick. I am James T. Hamrick from Mobile, Ala. IL own 
and operate the Hamrick Motor Co. and have been a franchised Olds 
mobile dealer in Mobile from 1940 up until October 31 of this year, 
at which time mv franchise was not renewed by General Motors 
Corp 

[ have been in the automobile business since 1924, starting out by 
selling Fords in Charleston, S. C. 

In 1926 I became sales manager of the Mobile Motor Sales Com 
pany of Mobile, Ala., a company which handled Oakland and Cadillac 
automobiles and General Motors trucks. 

In 1930 I became a used-car dealer in Mobile, Ala., and in 1934 I took 

Nash deale ‘rship, also in Mobile. 

In 1937 I became the Willys distributor in addition to being a Nash 
dealer and, as previously indicated, in 1940 I became an Oldsmobile 
dealer. 

My present capital investment in this dealership amounts to ove! 
$447,000, of which $60,000 are in frozen assets such as tools, equip 
ment, bins—that is parts bins—office equipment, and so forth; and 
$127,000 working capital, both of which are required by Genera! 
Motors. 

In 1954 my company sold 262 new cars, and approximately 470 used 
ears, and in 1955 we sold 291 new cars and approximately 500 used 
cars. IT am an exelusive Oldsmobile dealer: [I have no other fran 
chise. 

Now that I have furnished you with this background information 
regarding my experience in the automobile retail market, I should 
like to describe the series of events which began back in 1949 and 
which I feel have ultimately led up to my being unjustly deprived of 
my Oldsmobile franchise by General Motors Corp. In 1949 Mr. 
Paul St. Clair and Mr. Al Rucker, the zone and assistant zone man 
agers for the \tlanta Oldsmobile division, ordered me to construct 
a body and paint shop, which I did at a cost of $36,000. 

At this time they ordered me to build this addition to my business. 
They promised to increase my allotment of new cars in order that | 
might be able to cope with this investment as quickly as possible. 

Senator O’Manoney. Mr. Hamrick, you used the word “ordered.” 
Is that the word you wish to use? 

Mr. Hamrick. Yes. 

Senator O’Manonry. How was that order conveyed to you? 

Mr. Hamrick. They made a business survey of my buildings and 
facilities, and said that on the amount of cars I was selling that | 
needed this extra floorspace, and to take my body shop and paint shop 
out of my mechanical department, and to expand. And they sent 1 


man down there that was an expert on that, and he did the surveying, 


he did the fixing, and I did the paying. 
Senator O’Manonery. Was this a suggestion or an order? 


Mr. Hamrick. Well, I was given to understand that if I didn’t do 
that IT wouldn’t get a renewal on the contract, that I didn’t have proper 


facilities—I don’t know whether you would call it that or not. 


Senator O’Manonry. Well, it was made clear to you, I understand, 


that unless you did make this additional expenditure and do the pay- 
ing, as you say, you would not continue as a dealer? 
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Mr. Hamrick. That is right: which they partially did by 
ie additional cars in 1950. However, in the succeeding year, 1951, 
hey decreased my allotment by almost a hundred cars over the amount 
llotted me in 1950. This amount was substantially decreased in 
952 and 1953, with my receiving only 225 new cars in 1953. 

Mr. McHvuen. Mr. Hamrick, what do you mean they decreased you 
illotment ¢ 

Mr. Hamrick. Well, they just sent me a statement every month of 
ow many I would get every 2 months, and that was it. 

Mr. McHuex. They told you how many cars you would get ? 

Mr. Hamrick. Yes; a forecast of how many to order, and I added 
tup and it was a decrease at the end of the year. 

Mr. McHven. Do you have a copy of any of these letters with you ? 

Mir. Hamrick. Yes; I have some of this year. 

Here is bulletin No, 5548, June 20, 1955: 


lo all Oldsmobile dealers in the Atlanta zone. 


Mr. McHvern. Who signed that letter ? 
Mr. Hamrick. This letter was signed by J. A. Poli. He was the 
cone manager at that time. 


It is anticipated, based on our present factory production schedule and the 
me’s tentative allotment, that we will have available for your dealership for 
nonths of July and August a total of 70 cars. 

\lso for your information listed below are the approximate percentages of 
series and body styles available for the month of July: “88's, 46.2 percent ; Super 
88's, 34.7 percent: 98 series, 19.1 percent. This information is tentative and 
subject to revision. It is not intended to be a commitment, and is furnished only 
for planning purposes. 

Your very truly, 
J. A. PoLt, Zone manager. 


Senator O’Manoney. Was that an increase or decrease ? 
Mr. Hamrick? Here is one that is less than that. That was a de- 


crease from the month before. April 1955, bulletin 5534: 


Total Oldsmobile dealers, Atlanta zone. It is anticipated, based on your 
present factory production schedule and zone’s tentative allotment that we will 
have available for your dealership in the month of May and June a total of 52 cars. 


They tell us what we get. It gives us2 months. 


\lso, for your information listed below are the approximate percentages of 
series and body types available for the month of May. 

Mr. McHuen. Does that specify the percentage of the different 
models of cars that you are supposed to take ? 

Mr. Hamricr. It does. 

Mr. McHvucu. Suppose you wanted to take a larged percentage of 
some of these series / 

Mr. Hamrick. They would call my attention back to this bulletin 
and tell me to order according to the percenetages of this bulletin. 

In other words, I have to order them as specified right here. 

Mr. McHvuen. Who would tell you that? 

Mr. Hamrick. The zone manager, or Mr. Green, assistant zone 
manager. 

Mr. McHueu. Does that letter indicate what accessories you were 
supposed to take on any of those model cars? 

Mr. Hamrrcx. No, sir. But the first of the year—that is when we 
recontract—they tell us in percentage of what equipment we have to 
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take. I haven’t got it offhanded, but, say, 75 percent radios, 85 percent 
heaters, 90 percent tinted glass, 50 percent white sidewalls, 25 percent 
large hubcaps, and then we can spread that percentage. 

ut we do have to take that percentage of equipment of the cars we 
order. 

Mr. McHvucu. What would happen if you were to put in orders for 
lower priced series there, higher than the percentage which is fixed in 
that letter ? 

Mr. Hamrick. They would hold them up until my next allotment, 
and then rE them to me in the next 2 months when I had that coming 
and then if I didn’t order the other percentages [ just would not get 
them. 

Mr. McH ven. In other words, they were not shipping cars to you 
then in accordance with your orders ? 

Mr. Hamrick. Only, they would instruct you to order only by these 
percentages. And they would instruct you that—and I have had 
orders mailed back to me that the percentages were out of line. 

Mr. McHucu. You mean they sent the orders back to you because of 
the fact that you had not ordered in accordance with the percentages 
that are set forth in those letters ? 

Mr. Hamrick. That is right. 

Senator O’Manoney. What is the date of that letter ? 

Mr. Hamrick. This one is April 18, 1955. 

Senator O’Manonry. Then are you telling the committee that in 
April and June 1955, you were allotted fewer cars than you wanted to 
Sse |] 2 

Mr. Hamrick. Well, not necessarily. These were practically the 
cars that I had signed for the year before, and they can’t give me exact 
amounts every month, I appreciate, and I have been doing business 
with them 16 years, and I was signed up for 3.7 of the market and 
they figured that way. 

However, I will go on down further and I have a letter from them 
where at that time they did want to increase my allotment. The 
reason my allotment was set at 3.7 of the penetration of Mobile, Ala., 
back in 1940, tke 1942, 1943, and 1944, eae I wasa distributor. 

However, I did not appoint many dealers. I sold the cars myself, in 
this territor y. I sent salesmen out and they would stay a day or two 
and come in and sell the cars. 

Either in 1945 or 1946 they come to me—and which was agreeable 
to me—they wanted to give me Mobile County and take the territory. 

Well, I thought, why should I go out here and hunt all over these 
woods to sell automobiles and represent them when I could get all 
of these automobiles and sell them right in Mobile. And I had over a 
— ind bona fide orders with deposits. 

But after I signed the letter and after the year was up, I was notified 
that the percentage that I had sold would go in this sphere of influence 
which I did control, which was, at that time the national percentage 
was 5.5 and my percentage was 9 percent, which in 1941 I was in 
fourth place in Mobile, Ala. I am in about seventh or eighth place 
now. 

But at that time they had taken half of my percentage and given 
it to the territory, Jackson, Ala., and all of these little towns, which 


: 
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'f I had known about it I would have made a fuss—I had done signed 
it—it looked reasonable, so I accepted it. 

So then we agreed in 1950, which I have a letter from Paul St. 
Claire, that we would get an amount of cars so that I could build ac- 
cordingly and furnish facilities accordingly to the numbers of cars 
| eet. 

After a lot of argument, he give me a letter, and allotted me 300 
ears. However, it was after I had agreed to build this body and paint 
shop. And the Satins nt was 300 that particular year. ; 

| asked for 600. Mr. Loki, which was the next man under him, told 

» he was going to give me 600 cars. When I went to the factory 
al id raised cain about the 600, Paul St. Claire told me he was the boss, 
and that he would like to do it, but he just could not afford to do it. 

Naturally I was wanting as many cars as I could and he was trying 
to satisfy me as small as he could. He sent me a letter for 300 to 330 
and I talked him out of 362 cars. 

Then in 1951 they cut me right back down. In March, after all 
of these years, I have been begging for cars, there is a new zone mana- 
cer, He come down over night “and he s says, “You know, I am going to 
do somethin nice for you.’ 

I said, “What is that?” 

He said, “I am going to give you back the same percentage all of the 
other zones have, 7.2 percent”; which at that time would double or 
practically double my allotment. 

I did not have the facilities to take care of this, and at that time 
I explained to them that I would be unable to do it because it would 
cost an investment of $100,000, and that I had rather give them the 
franchise than to do it or that I would give him a letter, which I 
have proof of in answer from that, I would give him a letter giving 
him half the territory, and it would be like I did whenever I “had a 
certain job 1 man could not do, I hired 2. 

vd they would not agree to that. They said they wanted 

1-dealer point, and I stood out for a 2-dealer point. 

Then before he left, so that there would be no misunderstanding 
—_ my son, who was going into the Army this fall, when he came 

ack he could get a General Motors product, I gave them stationery 
0 of mine and told them to write me in June exactly what they w: anted 
me to sign anywhere they wanted me to sign it, that when my boy 
got out of the Army, and that I would go into the used-car business, 

hat they would promise me, and promise me in a letter, that they 
vou | give him the first opportunity of the first franchise available. 
They did agree to do that. 

But when July came, instead of sending me my stationery with 
a nice “break away clean and let’s be friends,” I get that little nasty 
letter about “You won’t be resigned any more,” and that is when I 
vot mad, because I realize—I have been dealing in automobiles for 
51 years, I know that they say, and that they holler all the time “free 
e nae rprise,” but they deprive us of free enterprise, and they have done 
it, and I have accepted it. 

Senator O’Manoney. Well, they did not compose the letter for you 
to sign ¢ 

Mr. Hamrick. They sent me one just like they did everybody. 

Senator O’Manoney. But the one you expected, which was to be 
written on your stationery 
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Mr. Hamrick. That is right—— 
Senator O’Manoney (continuing). Dictated by the factory and 
signed by you; that was never done? 
Mr. Hamrick. No, sir. 
I have a letter from them I will read a little later on. 
Mr. McHueu. Senator, may we have those two exhibits introduced 
as exhibits and made a part of the record ? 
Senator O’Manonry. They will be received. 
(The letters referred to are as follows :) 
OLDSMOBILE ZONE OFFICE, 
itlanta 3, Ga., April 18, 1955. 


BULLETIN No. 55-34 


l'o all Oldsmobile Dealers in the Atlanta Zone: 


It is anticipated, based on our present factory production schedules, and the 
zone’s tentative allotments, that we will have available for your dealership for 
the months of May and June a total of 52 cars. 

Also, for your information, listed below are the approximate percentages of 
series and body types available for the month of May. 


Percent | Percent 

88 series__ _._____. 48.4) SSS series—Continued 
BO: pe Stat era ee 39. 2 | DHS-- = oS, 4 
ars cs ae sale Sal mle 9.9 Soe a, ica Site Oe ee 35. 5 
a. ; since de TO assists : isi atti oO 
S.....< Soe Sree SUT Pe NE ssc ccs cia ccna icddiedaeeeel 18. 6 
RID ae 8g Sa a ae oa 38.0 WPT ie eS 6.2 
Se a re 3.6 I i eases piace te ediacaepeadn ges 
NI mas cc negeh chs setehaniega ell 22.8 DG gkcteea eae ica ca ie oh ae ees 
aoe oi acct dancing ned ees Tee an 


This information is tentative and subject to revision. It is not intended as 
a commitment and is furnished only for planning purposes. 
Very truly yours, 
B. E. GREEN, 
Assistant Zone Manager. 


OLDSMOBILH ZONE OFFICE, 
Atlanta 38, Ga., June 20, 1955. 


BULLETIN No. 55-48 


To All Oldsmobile Dealers in the Atlanta Zone: 


It is anticipated, based on our present factory production schedules and the 
zone’s tentative allotments, that we will have available for your dealership for 
the months of July and August a total of 70 cars. 

Also, for your information, listed below, are the approximate percentages of 
series and body styles available for the month of July. 


Percent | Pereent 

CO ORION 6 ebook dade Ss 46. 2 | SSS series—Continued 
BN Soca ett aa ae is ish ex iateebibnihe pantie eee 53. 2 
a ee 14.1 I i 31.5 
a a ae 0 Oe oni ws cian acces soasneeens arcs 19.1 
HS Si gEES be ia 254 sel eS, re I tS hi acca eg ot BA 1.8 
SOG aetie se: 3 5538 oa eee, 34. T | Re £0 OS Oe ed 11.2 
BR aicasciietnisnies hinting stsibemeuaaieamia acme 1.3 BON accci-ctaititinbinckpaitighicte Makes ames aed 39.8 
Rar pense tae clare a ee ener 14. 0 | EG i ccc Bid ela Meek acmnbectonainee se 47.2 


This information is tentative and subject to revision. It is not intended as 
a commitment and is furnished only for planning purposes. 
Very truly yours, 


J. A. Port, Zone Manager. 
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Mr. McHueu. Will you continue, Mr. Hamrick. 

Mr. HAMRICK. This amount I am coing to have to go up back 
here—this amount was es decreased in 1952 and 1953, with 
my receiving only 225 new ears in 1953 although I had eer 
begged for new CATS. pointing out to the factory representative that I 
had ordered and could sell 600 new cars annually. 

\oain in 1954 I received 262 cars, . although L asked for more and 
could again have sold 600. 

Llowever, in Mareh 1955, Mr. Frost, who was the zone manager at 
that time, notified me that they were now in a position to give me 
a percentage base of 7.2, which the Atlanta zone and the local zone 
dealers were allotted. 

However, my percentage allotment in the years 1951, 1952, 1953, 
and 1954 had been 3.7 percent market penetration of territory. 

\t that time I had notified Mr. Frost that I was selling 4.1 percent 
penetration of market, which was more than at any time during the 
4 years of shortage, and that I did not have the fac ilities or manpower 
to do the larger job. 

| pointed out that I had 
intention of still receiving 3 


igned the contract for 1955 with the 

percent or thereabouts of penetration 

of the market, which had been allotted to me during the years when 
irs were easily sold. 

[ suggested to him that if he were dissatisfied with the penetration 
that they had set up for me the past + years, I would give him a letter 
to the effect that he could sign another dealer, which was done in 

iny instances, and make Mobile County a two-dealer point, as I 
could not see it anyway on suc ‘h short notice how I could afford to 
+ rease my facilities to handle approximately double the cars the “y 

ad allotted me during the past 4 years. 

I said that this cost to me would be over $100,000. that I did not care 
to invest at this time on short notice, and if they were not satisfied, the 
best | — do was to give them a letter to the effect that I would 
have to release the franchise. 

Renee i in the middle of June I had offered to accept 50 cars per 
month, provided they would give me a stock of 50 ears or a 30-day 

l pply and, as I sold these cars they would renew the stock to increase 


1 


DUSINeSS this amount. 


S] 
-é 


[ was having to buy a lot across the street and put on a quonset hut 

the cost of S?S.000. 

They said this was against their policy, that the only thing they did 
was to give dealers a 10-day supply and required that all car dealers 
received be sold every LO days. 

[ pointed out to them that the Buick dealer had over 100 ears for a 

ection, and the Pontiae dealer had only 75, and at no time did I 
ever have over 15 or 20. 

I also ¢ alled to their attention that there were 86 body types and 
different color combinations, and with the 50 ears I could not e arry a 
coiaiiae line. 

Llowever, all my pleas were turned down on Mr. G. R. Jones’ pol- 
ev—G. R. Jones is the general sales manager of the Oldsmobile di- 
vision of General Motors: he is the Oldsmobile general sales man- 
ag that at no time over a 10-day supply of cars were allotted, and 
all cars had to be sold e very 10 days. They refused to ship 34 bonafide 
orders that they had received in Febru: ary; also 15 orders, bona fide, in 


272—56—pt. 7 ol 
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July and August, and had refused to ship 11 ears, bona fide, in Octobe: 
of 1954, 

\t no time has there ever been a model change that I have not had 
orders through the proper channels, bona tide, that have not been filled 
during the past 5 vears. 

I * 

In July 1955, without any further notice, they sent me a letter in 
effect stating that they would not under any circumstances renew m) 
contract. That is how the situation stands. They do not have a dealer. 

Senator O°Manoney. They do not now have a dealer? 

Mr. Hamrick. No, sir. 

Senator O’Marionry. There has been no substitute for you ? 

Mr. Hamrick. No, sir. 

Senator O'Manonry. You sill have your plant? 

Mr. Hamrick. Yes, sir. 

Senator O’Manonry. Are you using it? 

Mr. Hamrick. Well, I have been in business right here in that one 
location since 1937. IT bought and built the buildings and all, and 
naturally it will take me 6 or 8 or 10 months to get where I can get 
out. 

This is one thing: If I could read a telegram, please, that has got me 
so confused that I don’t even know my name: 

OcTOBER 24. 
Hamrick Motor Co., 
Wobile, Ala 


The 1956 models 


Senator O°’Manoney. Where is this from? 

Mr. Hamrick. It is down at the bottom, the Oldsmobile division, 
Atlanta, Ga. 

Senator O’Manoney. From Atlanta. All right. 

Mr. Hamrick (reading) : 


The 1956 models have started to roll, and by Wednesday we will be shipping , 
cars in quantity. As covered in our recontracting meetings, the number of cars 
the zone receives and in turn the cars you receive depend on rate of sales. There ' 
fore it is to your advantage to deliver at retail all 1956 models as fast as you 
receive them. Do not hold them. Also now is the time to clean out any remaining 
1955 models Make sure you do not have any on hand November 1. Good sell- 
ing, and we are looking forward with you to greater profits through greater sales 
with the 1956 model. 

J. A. Pout, Oldsmobile. 


Senator Witry. What isthe date? 
Mr. Hamrick. October 24. 


Three days after that I got everything, tools and what have you t 
I got all prices, I got all window shades, I got the works. Two or s 
three days after that I was getting impatient. I figured they had 
accepted the 2% and they weren’t going to put another dealer in. I , 
got all this window dressing and all this make-ready kit, and all the ’ 
appliances, and I sat down and wired him. And so I had the contract V 


and everything but the cars: 


OLDSMOBILE DIVISION, 
Rhodes Haverty Building, 
Atlanta, Ga.: 
Received your wire of October 24, also 1956 catalogs and announcement kits. h 
Thanks. Please ship at once several carload new models, and body type and 
equipment. 
J. T. HAMRICK, 
‘HAMRICK Motor Co. 
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That was October 28. It has never been answered. 

he 3d of the mont! I vot a letter that they w« uld be down and 
check with me for the responsi lity they owed me. I picked up the 
phone and I thought, well, now I will just sit quiet. I had got all my 
friends in and gave them all this lterature, got all 1nhy salesmen 
cleaned up - working, my showroom all serub bed As and the $480 


rue that they made me buy cleaned. And I said, “If they are a day 
or two a ele have been fanaa I went down aad told some of 
mi frie nds, “We l, I am vole to be as nice as they are, and I wi 
he] p tl em bac k out, we will get together and we will make a statement 
tovether.” I couldn't make a statement without them. 

Phen all at once I called up they don’t come, and I vet this lette 
and the car distributor up there, he said, “Jim, have you got those 
things ¢” 

I snid, “Yes.” 

“That is a horrible mistake. Your name was never taken off 
file. ind it was mailed through a mistake.” 

[ said, “Why didn’t you answer my wire ?” 

He said, ' ‘We didn’t know.” 

IP said, “Why didn’t vou eall 7” 

Senator OMationey. Who was Jim / 

Mr. Hamrick. [amJim. He isthe one Il was talking to. 

Senator OManonry. And who was he? 

Mr. Hamrick. He was Eberhart; he was the car distributor. 

Senator O’Matnonry. Eberhart. How do you spell that ? 

Mr. Hamrick. I don’t know. 

Senator OManonery. Car distributor for Oldsmobile ? 

Mr. Hamrick. Olds division at Atlanta. 

Senator OM ~— y. What was his title ? 

Mr. Hawprick. Car distributor. He is the man that ships you the 
Cars, 

Senator Witry. Was he the one that signed that telegram? Was it 
virtually a renewal ? 

Mr. Hamrick. No, that was 2 or 3 steps ahead of him. 

Senator Winey. Above him, you mean / 

Mr. Hasmicr. Yes. 

Senator WiLtey. Wouldn’t that constitute a renewal of the contract ? 

fr. PLaAmrick. Every lawyer I talked to said so. 

Here is what my lawyer said: 








\s attorney for J. P. Hamrick, Hamrick Motor Co., you are herewith notified 
that my client considers his direct dealer selling agreement with Oldsmobile divi 
sion Of General Motors Corp. covering Mobile County, Ala., territory renewed 
for the period November 1, 1955, to October 31, 1956, under recontracting agre+ 
ment and confirmations and that the same is now in full foree and effect 

ull compliance is expected on the part of Oldsmobile division of General 
Motors Corp. in accordance with the selling agreement. I trust that no action 
which would jeopardize my client's interest as authorized Oldsmobile dealer in 
the Mobile, Ala., territory will be taken by General Motors or any of its agencies. 

WiLiIAmM H. Cowan, 
Graystone Building, Mobile, Ala. 


Senator O’Manoney. Let’s get back to this distributor. You ealled 
him on the tele phone ? ¢ 

Mr. Hamricr. Yes, sir. 

Senator OManoney. And what did he s: av to you? 
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Mr. HWawrick. He said it was a horrible mistake, I wasn’t supposed 
to get the price lists. and all that. he said that they had never pulled 
iV name out of the Ale. 

‘Senator O’Mationry. The v didn’t know they had fired vou? 

Mv. Haasrick. Well, they just didn’t take my name off the mailing 
list at all. and he just sent me all this stuff, and I was sitting down 

her And I had a lot of : apologie s to make. 

Senator O'Manoney. Did vou pay for this stuff / 

Mr. HWamriex. Well, that that had to be paid for was charged to my 
parts account. which under due process Was paid or will be paid the 
10th of next month. You see, all that stuff is charged to your parts 
wecount. 

Senator O’Mauonry. This is stuff they sent you by mistake? 

Mir. TWanwrick. That is what the ‘Vv Say. We don't take it asa mistake. 

Senator OManoney. I see. You are going to pay for it? 

Mi. Hamrick. Yes,sir. I have paid for part of it, the parts that did 
come due have already been paid for. As my attorney said 

Senator Witry. That is a court problem now. 

Senator O’Manonery. Go ahead. 

Mr. Hamrick. That if I leaned against a glass and broke it, I was 
re — isible even if it was a mistake, but if I throwed a rock through 

. I didn’t only have to pay for it, but I might have to go to jail. 

Senator Witry. That is alan rn logic, isn’t it? 

Mr. ILamrick. That is the way he explained it; they leaned against 
the glass and broke it. 

Senator O’Matronry. And what was the date of the letter which said 
vou were terminated 4 

Mr. Hamrick. That was July the 15th. I would like to read a letter. 
That letter is just identically the same as those that you have read all 
the way through. 

Senator O’Manonery. I was just going to get the date of it. You 
say it was in July? 

Mr. Hamrick. July the 15th. 

Senator O’Manoney. But this telegram which was sent you by J. A. 
Poli, dated October 24, saying that the 1956 models have started to 
roll, was long after the letter of termination ? 

Mr. Hamrick. We had a lot of talk. Here is one thing that maybe 
will fill that in. 

Senator O’Manonry. I understand it. That is clear on the record. { 

Mr. Hamrick. Yes, sir. é 

Senator O’Manonry. And you believe that that was a revival of 
your contract ¢ 

Mr. Hamricr. Yes, sir. 

But now IT wanted to tell you what I thought this was. Three weeks 
before that they had come in to town, which I had given them credit 
to do, and was hunting a dealer. They had been unable to find a dealer | 
because of house shortages. 

So right around the 1st or 2d of October I called up Mr. Poli, and I } 2 
said, “Now, look, I know that you can’t get a building. We could sit 
down and sign this up by the month if vou want to, and I am not going 
to kick it in the open—althought I did not like the letter—I will still , 3 
sign the contract because IT am staying in business on a monthly basis 
until you get a dealer. Now, if you want to, I will sign a contract for 


Vici Bei 


shorter than the dealer. 
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+ ror 2 Veal and olve vou a letter that you can have two dealers, Ol 
Ii S12 it on a month-to-month basis. I don't want you to think 

it I have locked you out in the cold. You can't vet a dealer: you 

ave got to build a building and” thev were hunt neg contractors 


He said. “Well, Jim, we couldn't sign vou on al or 2 months’ co 
tract—just couldn't do that.” 
I said. “Call Paul St. Claire and tell lim that he has no dealer at 
ind as bad as I am, and he and J have been KhHOWIN:?S each other 
for venrs, | ought to be better than no dealer at all. He hasn't Fol 
"te Laughter. | “So I will just take it partly.” 
Wi -idded on about it. I said, “say, by the Wav, next time your 
epresel tatives goes out and tells one ot these used car dealers that I 
evoing out of business I am going to get awful mad.” 
He said, "What do vou want me to tell them 7” 
“Don't tell them anything,” | said, “period.” 
“T am going to stay in business and I am going to sell automobiles, 
di will get another franchise, that I can, and you can get a dealer, 
lh I have agreed to let you do, which in your letter you agreed you 
vould not. but we are not areuine about that. Why cdo you have to 
se my name at all?” 
“We will correct that.” he said, “Jim.” 
“Just tell him not to say anything about Jim Hamrick, period.” 
He said. "O. WK.” 
Well, after that conversation, I invited him down to go fishing and 
land naturally I was selling him on the idea of getting the fra 
se back on my terms, and I wanted it on my terms, and I did 
ervthn o in the world | could to get it on my terms. And in cood 
faith L even gave it to him, thinking they would soften up and give 
ttome. 
But a wire came. TI said, “Old Jim is a pretty cood salesman. 
I done sold them on it.” Then I find out it 1s a mistake. 
Senator O'Marronry. The fish got away. | Laughter. | 
Mr. Hanrick. I would lke to read a letter that I received from 
Mir. Frost, May 6, which verifies everything I have said. 
Senator OManonry. Who is Mr. Frost / 
Mi. Haarrick. He was the zone anager. They have a shorter life 
ina dealer. They change those 2 or 3 times a year. Their lif 


ie S 


Just little comment I want to make that does not have anything 


to do with about the ease, but it is the truth. 


For the last 6 weeks, every day they have a new Oldsmobile dealer 

town. And they come running to me to know if I found out about 
. IL said, “No, but I will tell you one thing, I still have seniority. 
Chere has never been a dealer in this territory that has had it over 
16 vears. and I know of 30 that has had it 1 or 2 davs at a time. | 

1] the top man.” | Laughter. | | 

()) May the 6th, 1955, this was from the Oldsmobile division of 
\tlanta, Ga.: 


91) 
cli 


Mr. J. T. Hawericr, 


Hay ck Motor ('o.. Mobile. Ala. 


Drar Mr. Hamrick: Please accept my apology for not confirm 
. SS] i Wednesday, Mars h 24. 1955, before this date 
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Mr. W. V. Higgins, Oldsmobile district manager, and the writer contacted you 
your dealership in Mobile for the purpose of clarifying a recent telephone con 
ersation you had with the writer. The telephone contact was made by the 
writer with reference to the low new car sales performance of your dealership 
which is reflected in a low penetration of market for Oldsmobile in the Mobile 
rea of influence, when compared to Atlanta zone and national average. 
Registration 
Olds ret 
Di prado feu sal 
| Total in- | Oldsmobile 
| 
5, 961 22: 2 
1954 7, 135 262 238 
1,181 7 48 
Percent of industry 
I te 
Siekaa: 4 ; i] Zon Region Deal il 
) 5.3 4.9 3.8 3. 8 
1954 7.4 6.0 3.7 
) R.8 fe 3 4 
You stated during the conversation if Oldsmobile was not satisfied with your 
iles performance in Mobile you would present Oldsmobile with a letter for 
voluntary cancellation of your franchise. 
The purpose of my contact was to accept your voluntary letter of cancel 
ation 
\t the time of the contact you further stated you had decided not to cancel 
our franchise unless Oldsmobile would accept a full credit return of all of 
your parts and accessories. It was explained Oldsmobile would fuliill its 
obligations in respect to the related clause written into our contract agreement, 
but we would not be in a position to accept return of parts aud accessories past 
the age limit specified in our contract. You further stated under those cir- 
cumstances you desired to retain your franchise until October 31, 1955, for the 
reason you wanted to reduce your present parts inventory. You further stated 
er the expiration of your present franchise with Oldsmobile you would 
not be interested in renting your present facilities to another dealer for the 
reason it Was your intent to open a used-car business at your present location 
after October 31, 1955 
You further stated if Oldsmobile was not satisfied with your sales per 
formance of approximately 25 or 30 cars a month, so stipulated by letter, you 
mld provide Oldsmobile with a letter giving them permission to locate a new 
dealer for Mobile after July of 1955. It was explained by the writer Oldsmobile 
is not satisfied with your penetration of the market in your area of influence 
nd it appeared at the present time approximately 25 or 30 new car sales a month 
mild not give Oldsmobile its fair share of your area of influence. With 
reference to the letter from you giving Oldsmobile permission to locate a new 
ealer before the ending period for your present contract, it is the writer's 
inion this would not be quite fair to you and could possibly affect your busi I 
ness. For this reason, Oldsmobile has no intention of contacting potential 0 
prospects for possible Oldsmobile franchise in Mobile until such time your ( 


dealership no longer has the Oldsmobile franchise. Even though you so 
raciously olfered to provide Oldsmobile with a letter we do not consider it 
hecessar) 

With reference to your expression of wanting to separate from Oldsmobile ! 
with the best of mutual relationship and understanding, we can assure you this 


decision on your part will not detract from our consideration of a franchise ii 
application from you or your son at some future date, if you so desired to make 
application. 

That is the last I ever heard of those gentlemen until I got that. ” 


Mr. McHucén. Did you ever request a hearing before the Dealer 
Relations Board ? 
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Senator O'Mantoney. Now this other letter, will you put that in. 
The letter referred to is as follows:) 
cK Motor Co., 
Wobile, Ala. 
GENTLEMEN: Your attention is directed to the fact that your current Oldsmo- 
selling agreement expires automatically by its terms on October 31, 1955. 
Viease be advised that Oldsmobile division, General Motors Corp., will not 
er you a new selling agreement, and your status as an authorized Oldsmobile 
aler will, therefore, terminate on that date. 
Very truly yours, 
G. R. JONEs, 
General Sales Manager 

\fr. Hamrick. The only thing I can say about that and be fair is 

it I believe it is a joke. 

In other words, why should I want to go up there and get on my 

nees. beg and plead for something that the man at the top of it has 
lready turned me down for? I was not arguing with them. I had 
fered them the franchise in good faith. The only thing I wanted— 
ie market had fallen apart. They had not given me the auto- 
obiles—I just wanted to quit them in good standing. I was not 
ehting for the franchise. 

| offered to give it to them in June, but they have me so confused 
ow I don’t know what I want. 

Mr. McHwuen. Did the factory at any time ever attempt to control 
our right to take any of your profit out of the business? 

\ir. Hasmricx. They called my attention to a paragr aph here in my 

lling agreement when I failed to ask them for permission when | 
eeded $21,000, and at that time my working capital was $75,000 and 
f | remember right I had working capital of over $200,000. And I did 
not get their permission to take $21,000 out of the business, which I 
sed as a part to buy a farm and some Black Angus cattle. 

They found out about it and came down and wanted to know where 

e $21,000 went. I explained it to them and they called my atten- 

on to page 9, paragraph 11. I will read it to you: 

ich person named in paragraph third of this agreement shall devote bis full 
attention, and ingenuity to the conduct of the dealership business. 

\nd they were saying and read on down there, that I would be using 

me of my time on the farm and some of my finance, and it might 

ive been all right if I had got permission in writing. 

Mr. McHuex. Did you have any reason to believe that the factory 

ght have been selling cars to users at a lower price than they sold 

= to you as a dealer? 
. Hamrick. We used to kid the factory that they sold them to us 
retail and we had to do the best we could. However, I have a copy 
f a letter and handled the contract where they did sell one man, 
Captain Wolfe, a 98 automobile. 

Mr. McHuex. Who were “they”? 

Mr. Hamrick. He bought an Oldsmobile; he was an independent 
udividual of Mobile, Ala. They sold him a 98 Oldsmobile for 
S2.516.65. 

I accidentally got hold of the letter and the bill of sale. 

Chey sell me that particular car for $2,893.28, and it takes $50 on 
iy price to set the car up, and $17.65 for the 1,000 miles. 

He got all of it for $2,516.65. 

I have another one- 

Mr. McHuen. How did you know of this, Mr. Hamrick? 














3364 STUDY OF THE ANTITRUST LAWS 


Mr. Hamrick. He come to my place. 

Senator O’Manonry. Who is “he”? 

Mir. Hamrick. Mr. Wolfe. 

Several days after he received this car he came to me. 

Mr. McHucu. Mr. Wolfe is the man who bought the car directly 
from the factory; is that a 

Mr. Hamrick. Yes, sir; Captain Wolfe. He came to my place and 
he said there was a man who contacted him when he got off the ship 
at New York, and that he at one time was in the Army, but he had 
not been in the Army 5 or 6 months, and told him that if he wanted 
to buy an automobile and had the cash, he could save him several hun- 
cred dollars less than a dealer 

Ife said he was interested. They made arrangements, called up 
Lansing. As I understand it, the best I can explain it, he flew to 
Lansing, and they had this car over in a drive-out motel or auto motel 
or whatever it was, and had the keys up there, and the bill of sale and 
all of his documents, and it was Saturday afternoon, and the man was 
sup . to get the money or the cashier *s check and deliver to him the 
bill of sale and eve rything, but he got the automobile and drove on to 
Mobile, and the man told him he did not know where to pay, and he 
said, “Who do I pay this money to?”  [ Laughter. | 

So I get busy and I call my zone manager, at the at time, which was 
still Mr. Frost, and he said, “Jim, I don’t believe it.” 

[ said, “Well, the man says he has got an automobile, and he wants 
to pay somebody. Can I take the money?” 

He said, “Well, we will find out about it.” 

So, after about $50 or $75 worth of telephoning and all, why then, 
[ have a letter here with instructions with the bill of sale, and he was 
an andividual, he was a Mobile resident, and even in Alabama—and 
that is what I am interested in—he did not even pay his sales tax to 
Alabama. I have to pay for what I get. 

May I read this letter? 

Senator O’Manonery. Proceed; it is so short. 

Mr. Hamrick (reading) : 

GENERAL Morors Corp., 
FOREIGN DistrisutTors DIvIsIon, 
New York 19, N. Y., June 28, 1955. 


HAMRICK Moror Co.. 
S58 St. Louis Street, Mobile, Ala. 

Dear Mr. HAmricK: Confirming our phone conversation of this morning, we 
are enclosing a notarized bill of sale covering the Oldsmobile picked up by Capt. 
Thomas H. Wolfe. 

Captain Wolfe has agreed to visit you on Wednesday, June 29, 1955, and turn 
over to you a cashier's or certified check in the amount of $2,516.65. Upon 
receipt of this amount, kindly turn over to him the attached bill of sale. Please 
make certain that the funds are certified. 

Would you do me one additional favor? Contact Mr. Toulman at the Mobile 
Motor Vehicle Bureau and advise him that it is now permissible to issue regis- 
tration to Captain Wolfe. 

We wish to thank you for your splendid cooperation in this matter and if 
you are ever in this area, please drop in to say “hello.” 

Very truly yours, 


Laughter. 
Senator O' M \HONEY. Who signed that ? 
Mr. Hamrick. And then it is signed by J. Sprouls, Retail Sales. 
Mr. McHvuen. Mr. Hamrick, is it your testimony that the cost of 
thist ype of car with these accessories to you would be in excess of $400 
of the price there / 


tl 
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Mir. Hamrick. Yes, sir; that is with the make-ready 1,000-mile 

pection, W hie h he did |] lave, signed and all. 

Vir. vc liven, Did vou ever complain to the factory about thus 7 

Vie. PHHaarerick. I did. 

Mr. McHtueu. Did you ever have any other information of any 
other instances in which the factory was selling cars to users less thar 

i dealer price / 

Mr. Hawrick. Back about that same time, they sent me some bill 
of ladings from other dealers in the territory, and there were a few of 
the dealers that had cars marked S100 less than my invoice, and ] 
called up Mr. G. RR. Jones, the zone manager—I mean the general 

iles manager of Oldsmobile Division in Lansing and. as he called it. 
| bellvached. So I wanted to know—TI did not tell him about this. 
| did not give him the figures—I wanted to know how come I was not 
getting the bottom price. 

He said well, there was a volume bonus to other dealers that sold 
volume and all, that they had some bonuses. 

[ said, “Well, what does it take to get in it?” 

He said, “You eannot.” 

[ said, “Well, do vou mean to tell me you sell individuals cheaper 
than vou sel] me, and dealers cheaper thi un you se st] me 3 - 

He said, “Mr. Hamrick, let’s make it, and stop the conversation.” 

This was G. R. Jones, sales manager. 

Senator O’Manoney. G. R. Jones, sales manager of whom ? 

Mir. Hamrick. Oldsmobile division of General Motors in Lansing: 
d that is the top man. 

Senator O'Manoney. Where? 

Mir. Hanricrk. In Lansing, Mich. 

Senator O"Manoney. Is he the man who sold the car to Wolfe? 
Mr. Hamrick. He is over the top man, over that man and every- 


Senator O’Manoney. Who was the man who sold it to Wolfe? 
Mv. Hamrick. This man on this letter right there. 

ator O-MaHoney. J. Sprouls / 
Mr. Hamrick. J. Sprouls. 
Senator O°’Manoney. He is the retail manager of General Motors. 
Foreign Distributors Division ? 

ese Hamrick. Yes, sit 

ator OUMAHONEY. oe West 57th Street ? 

Mv Hamrick. Yes, si 

Senator O’MAHONrFY. : you assumed from this letter, which 
will be made a part of the record. that Sprouls - Ll to Captain Wolfe 

thout consultation with you an Oldsmobile car at a lower price than 
Vou | al | buy it for? 

Mr. Hamwrick. That is right. 

Senator O’Manoney. And this Captain Wolfe was a resident of 
Mobile ? 

Mr. Hamrick. And an individual. 

Senator O’Manoney. And an individual; in the area in which you 
had a dealership at this time ? 

Mr. Hamerck. Yes, sir. 

Senator O’Manoney. The retail sales : agent therefore, according to 
this story, was competing with you in your territory ? 
Mr. Hamrick. Yes, sir. 
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Senator O’Manonry. This will be made a part of the record. 

[ return to you the other documents which were attached to this 
letter. 

Mr. Kirxs. May they be made a part of the record 4 

Senator O’Manoney. Yes; very well. 

Mr. Kirxs. Because they substantiate the body of it. 

Senator O’Manoney. There is an additional letter here signed by 
R. A. Conroy. 

Mr. Hamrick. That is another deal just like that, but I could not 
get the bill of lading on that. 

Senator O’Manoney. That has not been described, so I will put 
thatin. Ireturn that to you. 

(The document previously referred to follows :) 

OLDSMOBILE DIVISION pri v 


GENERAL MOTORS CORPORATION Mv a i 
LANSING 21, MICHIGAN ee ence 
CAR INVOICE 


EALER'S 
SOLD TO— GENERAL MOTORS ACCEPTANCE CORPORATION, (GRANTEE) a copy 1 
SHIPPED TO — DEALER AND DESTINATION SHOWN BELOW f 


@MAC BRANCH DATE serrrED CAR ORDER NO. ROUTING OR B/L INVOICE DATE rom 


a 
SReen tee | Trre-srm. acc —weurmerr | sama. wo. | moron mo. |wevorcs amouny| euac wore | amouwr rao | oare 
8 DS $3 1-30 A 2809 vi72% 1959. 2893.28 | 7. 
e360 (6) Lese i AC Op Y ? Ten13 939-90 | 2693.2 oo sy 

SPECIAL TUTONE 490.75 ee ray 











. e. 2 





T — | cn ah ae 


35-00 ae ae 7 4.5! mal. kame | a 


DEALER NAME ] AMOUNT OF NOTE| DATE OF NOTE | INVOICE WO 





















| ALU 
CK MOT a 9 
surep TO 
‘TERMS — INSTRUCTIONS T° DRALKR: 
Met Cash - Bight Graft sttached parable at the office of Quawal Meters WM te and attach standard GMAC 
kereytance Corpersiion deignete) below Release Order te yom remittacce 
QOTICE TO CONSIGHEE—IEPORTAST: When songting Gulley of an chee tin an te 
te ipeeent be ce te coeeios ee ereflly ond bee Gore ‘Trt. Total ao & ame 
Gamage noted co your delivery receipt te carrier; cleo be sume to secure a 
sal record eo all doors (side and end) om rail shipments We cannot fo clam “GHAC fete” che 
eames remponsin?ity fir lum ar Gamege te cary fn Wreneit, ambam motsihom fmt be added interest, st the rate 
@ eee « Gm & wield whee eopting Gite. @een om the GMAC Brice Order, 
from date of note chown above te 
Gh of pret Te ree an 
HAMRICK MOTOR CO. far Gemenatration, follow  instre- 
a = Gems shows oo the current GMAC 
OSALER NAME Desenstreiion Agreements 
SIGHT DRAFT — omnes 
EXPIRATION OF TRANSIT TIME JAN 7 ' ps ie 18 MOSILE 
| | 
2% near 
OF, AT SIGHT — PAY TO GENERAL MOTORS ACCEPTANCE CORPORATION 
Mr< 
ots THE AMOUNT OF omens - 2893.28 
$Y . 
wex TO: 
204 VALUE RECEIVED 
Moz AMD CHARGE TO ACCOUNT OF 
- > QLDSMOBILE DIVISION 
= in MOTORS CORPORATION 
O35 HAMRICK MOTOR CO. BY GEORGE RUSSELL. TREAS. 
35 MOBILE, ALA. 


DEALER*S NAME AND ADORESS 


IMPORTANT—TO DEALER:- Uronw wace:er DETACH THIS ORAFT AND FORWARD TO ABOVE G.M.A.C. BRANCH OFFICE WITH PAY=ENT | 
cs 


jo = = 
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Senator O°’Manonery. Mr. McHugh, let us proceed as rapidly as 
possible. We have quite a few witnesses to be heard, and we can make 
irrangements to allow these witnesses to make additional written 
tatements to be filed in the record later on. 

I take it that this testimony, like the testimony of those preceding 
allof the same pattern ¢ 

Mr. McHueu. Much of the same nature. 

Senator O'Manonery. Yes. 

Mr. McHvuen. We have five others. Do you want to start with 
he next witness ? 

Senator O’Manoney. Let us finish with Mr. Hamrick, if he has 

vthingelsetoadd. We would like to have it. 

Mr. McHten. Just let me ask you this, Mr. Hamrick: Did you 
have any evidence that you would like to present to this committee in 
connection with pressure that might have been exerted upon you by 
the factory to take certain parts or accessories or advertising 
literature / 

Mr. Hamrick. They always called it to me as top-drawer must. 

Mr. McHucu. As what? 

Mr. Hanrick. Top-drawer must. They just come in, it is must; 
you either sign it or else. 

Mr. McHuen. Either sion what? 

Mr. Hamrick. Whatever they wanted to sell us at that time of 
contract. 


f 


Mr. McHvuen. This is previous to your entering into the new 
contract ¢ 
Mr. Hamrick. Yes, sir. 
Mr. McHuen. Was that the district manager or zone manager who 
would come around to your place of business? 
Mr. Hamrick. The district manager would come around and brief 
you, oh, 2 or 3 weeks before you vot the ax, and would tell you what 
was the po is awer must, and he would hand it to you, and you would 
fuss around; finally maybe he would take off one little something, 
maybe he would not, and he would tell you now that is what you have 
got to sign when you come up there. 
a. McHwuen. When you come up for recontracting ? 
Mr. Hamrick. Recontr: acting; yes, sir. 
Senator O’Manoney. That was regardless of your own desires? 


: Mr. Hamrick. Yes, sir. 
Senator O’Manonery. Material you were forced to buy against your 
own judgment? 
Mr. Hamrick. Yes, sir. 
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Senator O’Mattoney. But because vou felt if vou did not buy 
you ould lose the dealership 4 . . 
Mr. I \Mrick. They would never let vou sign a contract until you 
lidl | You were just arguing, and they would hold up until you 
i ina. 

Senator O’Manonery. And this was material which was not needed ? 
Mir. Hamrick. Some of it was, some of it was not. 

Senator O’Manonry. In your judgment. Well, you would not 
obje CL TO buying material that w: as needed ? , 

Mr. Hamrick. No. sir. 

Senator O’Marronry. What I am trying to find out is, are you 
telling the committee that under the system you were compelled 
buy unneeded and unw: mg parts ¢ 

Mr. Hamrick. Yes, s 

Senator O°Manonrey. ina materials 7 

Mir. Hamrick. Yes, s 

Senator O’MAnoNry. ‘Tow much would that amount to in a vear? 

Mr. Hamrick. Well, it was different prices. , 

Senator O’Manrionry. Yes: of course: but the total? I do not 
expect vou to have vour account books here; but, on the whole, how 
much would you say that during a year you had to pay for materials 
which, in your judgment, were not necessary in your area? 

Mr. Hanwrick. [ would say average, year in and vear out, $1,500 
TO S2ZO00, 

Senator O’Manonery. All right. 

Mr. McHuenu. That is all, Senator. 

Senator OManoney. Anything else / 

Mr. Hanrick. Well, the only thing was in 1953 I bought a $480 
rug, and it was a must item, and T looked at it every way in the world, 
and I brought my wife down there to look at it in every way in the 
world, and they had rockets in it, and there was no way in the world 
that I could put it in the living room. I like to broke a blood vessel 
about. that ruc. 

Senator O’Manonry. Do you still have those Angus cattle? 

Mr. Hamrick. Yes. 

Senator O’Mantonry. You do? 

Mr. Hawick. Yes, sir 

Senator O’Manonety. Perhaps you will have to be satisfied with 
cattle rather than cars. 

Mr. Hamrick. They are bad on the market, too. 

Senator O’Mauonry. Yes: I know they are bad on the market. 

Mr. Mclluen. Mr. Hamrie ok, were you ever requested to make any 
contributions or to give any gifts to any General Motors employees ? 

Mr. Hamrick. In 1950. then the district manager, which was the 
man that called on me, who is no longer with the company—their life 
is a lot shorter than ours—his name was Rife, I do not know his ini- 
tinls. he came to me and said being as Paul St. Clair, which was the 
zone manager at that time, had had a lot of sickness and a death in 
his family and owed a lot of money, and that the dealers loved him so 
much in North Carolina, they had taken up a kitty of $1,500, $1,000 

apie ee, and dealers mv size were asked to donate $1. 000, I did not do- 
nate. T did not feel like it was right. and I thought if I did that, 
after we give to the zone manager. then the assistant zone manager, 


j 
(11¢ 
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e car distributor and then all of them, the first thing you 
ow we would be donating all the time. 

Phen, in the latter part of 1950, I was contacted by another man, 
Ernie Geer. who took Mr. Rife’s place, and this man said they were 
etting up a party for the ae of General Motors Oldsmobile 
iivision mm Atlanta, and that every dealer had olven some special 

riftsexcept me. They said, “What about it?” 

| asked him what kind of gifts, and all, were they giving, and he 
told me, so I kind of had an idea I would try to give a gift, but I did 


They sent me a nice post « card, and I sent everyone of them nice 
post cards, so about the middle of 1952, Mr. Geer came to me and told 
1e that I was the only man in the zone that did not give anything but 
a postal card, so I loosened up and sent a box of candy to all the girls 
al d a case of whisky 
Phen, right after Christmas I was told that that was kind of cheap. 
that everybody else gave ice boxes, deep freezes, and so forth; so 
that isthe way it was. | Laughter. ] 
Senator O’Manoney. Did you know the address of the “welfare 
gency” in Atlanta ¢ 
Mr. Hamrick. I stayed out of there; it cost me every time I went up 
there. 
Mr. McHvuen. No more questions, Senator. 
Senator O'Manoney. Thank you very much, Mr. Hamrick. We 
ippreciate it. 
The next witness, please. 
Mr. McHven. The next witness is Mr. Sumpter Priddy, of Waverly, 
“ 


Va. 


STATEMENT OF SUMPTER T. PRIDDY, JR., WILCOX MOTOR CO., 
ACCOMPANIED BY STEPHEN S. SIMMERMAN, ATTORNEY 


Mr. McHvuen. Will you state your name, please. 

Mr. Prippy. I am Sumpter T. Priddy, Jr., Waverly, Va., age 31, 
ul employed. 

Mr. McHvuen. What was your business? 

Mr. Prippy. I was in the automobile business with my father-in-law, 
J. Leo Wilcox, owner and operator of Wilcox Motor Co., Waverly, Va. 

Mr. McHuen. As a franchise automobile dealer? 

Mr. Prippy. Franchise Chevrolet-Buick dealer. 

Mir. McHuen. Do you have statement that you woul like to read ? 

Mr. Prippy. I have a statement that was documented. but in view of 
the time, I would be glad to submit it for the record. However, there 
ire some points I would like to cover with you. There are several 
things that I have listed, and one particularly that I would like to 
cover is false registrations, and you may ask me any questions you 
Ke. 

Senator O"Manonry. If it is agreeable to you to have your state- 
ment printed in the record, it may be : accepted, but you will summarize. 

The statement submitted by Mr. P riddy is as follows :) 


INTRODUCTION 


In May of 1949, I entered the automobile business in Waverly, Va., working 
ith my father-in-law, Mr. J. Leo Wilcox, owner and operator of Wilcox Motor 
Co. From the date of entry until December 26, 1954, I worked under Mr. 











3370 STUDY OF THE ANTITRUST LAWS 


Wilcox as salesman, appraiser, sales manager, insurance agent. aud assisted 


him in the daily management of the business, such as liaison between him 
and all departinents of the business, and looking after public relations. 
The statements and papers to follow are factual accounts of happening from 
November 1954 until July 7, 1955. 
I pledge this to be the truth and an accurate account of the details. 


SuMPTER T. Pripvy, Jr 
NOVEMBER 28, 1955 


NOVEMBER UNTIL DECEMBER 2%, 1954 


It vember of 1954, Mr. J. Leo Wilcox was taken sick and became progres 
sively Ors [lis family physician ordered him to the Medical College of Vj 
ginia Hospital in Richmond, Va. Three days after his entry into the hospital 
the specialist told my wife, Rosalie Wilcox Priddy, only child of Mr. J. Leo Wi 
cox, and me, that Mr. Wilcox could not get well due to a serious kidney infé 
tion and other complications (heart trouble and diabetes) that made it im 
possible to render treatment. 

Realizing that this would have direct effects on the business and our family 
went to Chevrolet motor division, Norfolk and Altamont Streets, Richmond 
Va., and called on Mr. P. C. Loehr, zone manager of the Richmond, Va., branch 
1 told Mr. Loehr why I had come to see him and the news that had been passed 
on to us by the specialist, Dr. Elam Toone. 

I was given courteous condolences and told by Mr. Loehr to continue to operate 
as usual and let him know of Mr. Wilcox’s progress. At that time I expressed 
to Mr. Loelir my interest in continuing the business as has been discussed by 
Mr. Wilcox and me before his illness, and by Mrs. Priddy and me, before I had 
made this visit. I was assured by Mr. Loehr that we would discuss this further 
later on. 

Returning to Waverly, I operated as usual but had only one visit from thi 
zone office between the time of my visit and the death of Mr. Wilcox, December 
%6, 1954, a period of approximately 4 weeks. At this visit by the factory rep 
resentative discussion was held about registrations and I was told that all cars 
coming out of the Baltimore zone office to me would be made known by wire 
and, further, that I should take the motor and serial number included in the wire 
fill out title applications for these cars and all cars now in stock, and register 
the same before December 31, 1954. This was explained to me as being neces 
sary because Chevrolet was on the spot and competition was doing the same 
thing. The representative also stated that he would come by on the evening 
of December 30 to pick up any last-minute registrations to take them back to 
Richmond for registration. 

I was hesitant in registering these cars and asked the following questions: 

(1) Would I have to pay the title fee? 
(2) What effects this would have on sale of the unit to a customer and 
actual registration. 

I was told, in answer to my first question, it would be to my advantage to be 
a leader in sales for my area and that I certainly should not mind the small 
cost. In answer to my second question, the answer was thus—that will have 
to be worked out later with or by the zone manager. 

Realizing that I was to discuss the franchise with Mr. Loehr at an early date, 
I was hesitant to not go along with the desires of his office. 

We also discussed the Parts and Accessory Managers Club membership for 
our parts manager and the Business Manager’s Service Club membership for our 
accountant. 

On the morning of December 29, the day after Mr. Wilcox’s funeral, our 
business was opened for regular operation. Mr. Tom Grove, assistant zone 
manager of the Richmond office, called just before noon and asked how I wanted 
to handle the shipment of new cars. He explained that with Mr. Wilcox’s pass 
ing, the power of attorney to draw a sight draft on GMAC for payment of new 
cars expired. A mutual agreement was reached between Mr. Grove and me 
with the decision being for me to mail checks to the Richmond office on notifica 
tion from the factory that cars were in production and ready to be shipped 
This procedure was followed until the final disposition of the dealership in 
July 1955 

At the time of this conversation with Mr. Grove, I expressed my interest 
continuing the business and asked for an appointment with Mr. P. C. Loehr to 
discuss the contract. An appointment was made for January 3, 1955, at 2 p. m. 


’ 
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JANUARY 3, 1955, TO JANUARY 31, 1955 


On the afternoon of January 3, 1955, Mrs. Priddy and I arrived at the Chevro- 
motor division zone office, Norfolk and Altamont Streets, Richmond, Va., at 
pproximately 1:45 p. m. We were told by the receptionist that Mr. P. C. 
Loehr was at lunch and would return shortly. At 2:15 p.m. Mr. Loehr returned. 
We were invited into his office at approximately 2: 25 p. m. 
After condolences had been expressed to Mrs. Priddy over the passing of Mr. 
Vileox, Mr. Loehr then said to Mrs. Priddy: “You are the major heir, Mrs. 


Priddy, isn’t that correct? You know, Chevrolet does not allow lady dealers 
w.” Mrs. Priddy then replied: “I know that, Mr. Loehr, and I have no desire 
» be the dealer. Sumpter wants the dealership.” She then handed Mr. Loehr 


letter from Mrs. Wilcox expressing her interest in my having the dealership 

it was Mr. Wilcox’s desire that I should carry on the business. (This 

etter, along with letters of recommendation from the mayor of Waverly, pres- 

ent of the Bank of Waverly, president of the Bank of Southside, Va., president 

* the Bank of Sussex & Surry, the local Methodist minister, and Mr. Irvin 

Kline, Chevrolet dealer, Norfolk, Va., were retained by Mr. Loehr.) I knew of the 

terim agreement being offered by Chevrolet but at no time had Mr. Wilcox 

1 r | been approached as to my status, and possibility of signing such an agree- 
nt, although the district representative knew of my role in the business. 

d Mr. Loehr then turned to me and said, “I understood from you, Sumpter, that 

wanted the dealership. In order to be a dealer it is necessary for you to 

ive at least 25 percent of the stock with the agreement to buy out any other 

«kholders within a 5-year period. Can you meet this requirement?’ I made 

) direct answer but asked him how much money it would take to handle the 

isiness. Mr. Loehr then turned to Mr. Tom Grove and asked him what 

mount it would take. Mr. Grove looked at our last financial statement and 

said, “$80,000, not including the building.” Mr. Loehr further stated that it 

ide no difference where I secured the money, providing he didn’t know where 

ime from, if from a source other than my own. The conversation went 


) n similar to this, you can steal it, borrow it, have it, or make it.” Both 
Mrs. Priddy and I laughed and remarked that most people in Sussex County 
( th money made it with illegal whisky. 

e Mr. Loehr then turned to me again and said, “Let’s see, what is your loca 
ex tion; is that best for a dealership?’ I then proceeded to tell him our location 
s ind how ideally located we thought it was—across the street from the post 
i office. 40 yards from the only drugstore, 50 yards from the local high school, 
ig 100 yards from the local bank, 75 yards from the center of the business district, 


the main street of the town and the major artery of traffic into the com 
munity He continued by asking if this was the best place for a dealership. 
Take Lawrenceville, Va., as an example: They built a new place 4 or 5 miles 
ut of town and business is very good. TI am not a retail man and don’t know 
nd vhat is best for retailing; however, I do have a great deal of experience in the 
| wholesale field and feel that I know what is best for Chevrolet. Now, let me 
be ee, your building, as well as I remember, it is rather old; not built as an 
all tutomobile dealership, but adapted to the use. That’s correct, isn’t it? I 
ve aven’t been there in several years but, as I remember, the place needs a loi 
f work and was rather cluttered up. We are thinking of asking the new 
te dealer in Waverly to remodel and to build a new building out on United States 
60. In fact, there are dealerships in Virginia that we plan to cancel unless 
for they do build. (See exhibit A.) 

ur “You say that you have been in the daily management of the business. How 
o you account for the fact that you should have sold at least 40 more cars 
ur st year than you sold? That your parts department should be doing about 
ne 2 percent more business than it is doing and the labor business should be 3314 

ted percent more than the records show.” 
Ss I then answered Mr. Loehr in this way: “Take a look at our accounts re- 
ew eivable. You will note that they have just about tripled over the past 3 
me vears. Our area has been hard hit the past 3 vears by a drought and our 
ca farmers have been hard pressed. In addition to the dronght, farm prices have 
ed heen on the decline for the past several years and this has hurt us. Waverly 
in Ss primarily a farming community and we have no heavy industry to bring in 
extra money.” He then asked, “What about vour personnel: how efficient are 
i] they: tell me about them.” TI proceeded with a breakdown bv denartments, 
- to discussing first the department heads and then the members under the heads 
n | gave complete histories of each, ranging in service from about 25 years’ 

















aIdé¢zZ STUDY OF THE ANTITRUST LAWS 
ce te 1 ewest 1 of veral months “But are the the best f 
nt on We may want to recommend changes You think about this and 
‘ il] discuss this later.” 
Mr. Loehr then said that he wanted to give me an application to fill out in 
rder that I could make a formal application and, further, that I should retur: : 
home and write a narrative of how | would operate the business. The narrative 
hould include the following details: 
(1) How I would go about selling the 40 more cars in 1955. 
(2) What plans I would have for putting on more salesmen and genera 
personnel changes 


3) What | would do to get the 25 percent extra parts sales, 
1) What I would do to get the 334 percent more labor. 
(5) How I would go about remodeling and where I would build the new 
building on U. S. 460. 

He stated further that as soon as I finished the narrative I should mail it to 
him with the application. Reaching to his desk he then picked up several pieces 
of paper and said: As soon as you mail in your application you will be considered 
with the other applicants. We have several people interested in securing the 
franchise in Waverly; in fact, I talked with a man from Norfolk just before 
vou came in who is very much interested in taking that point. Yes, you are the 
logical man for that area, so do what I have suggested and mail it to me as soon 
as youcan. I want to appoint someone within the next several weeks. 

Mrs. Priddy and I then proceeded to leave. Mr. Loehr arose from his seat as 
did Mr. Grove. As Mr. Loehr and Mr. Grove helped Mrs. Priddy with her coat, 
l turned to Mr. Grove and asked again, “Mr. Grove, you say it will take $80,000 
in addition to the building; is that correct?” I was assured by him that this was 
the correct figure 

Both Mrs. Priddy and I were concerned with our talk with Mr. Loehr and 
proceeded to visit men in the automotive business seeking advice. I felt that 
undue obstacles had been thrown before ne and wanted to be certain that I was 
of the correct opinion 

We first visited a man of equal rank in another division of General Motors, 
with whom I had been friendly over the past 5 years. After giving him the facts 
he declined to give advice; however, he agreed that for our size town and con 
tract he thought that $80,000 in addition to the building was far too much to 
invest 

I next visited several other dealers to discuss the proposal as outlined by | 
Mr. Loehr and told them of his demands in order to get the franchise. Each ad- 
vised against such an investment for such a small potential and the current pres- 
sure being placed on the dealers at that time to sell in volume regardless of 
profit I also visited several men in finance and discussed the idea with them. 
Each advised against such a venture and each agreed with me that the potential 
of my area of influence did not warrant the investment, exclusive of building, 
of SSO,000. 

I gave great care in considering the opportunity and did not feel that the sug 
gestions as outlined by Mr. Loehr, to be included in the narrative, to be a wise 
procedure for me to follow. 

I realized that unless some miracle came about in our area of influence, it 
would be impossible to sell the additional 40 cars on a break-even basis much 


less a profit In addition, our shop was just as busy as could be, and the prob- 
ability of an increase of 25 percent in parts and 3314 percent in labor was at 
present remote. I thought of a wholesale parts truck being placed on the road 


to increase our parts sales but the potential outlet was not close enough to war 
rant the added expense and probable return. 

I realized that a business had to grow in order to progress, but could see that 
only through several years of direct efforts to service and customer labor could 
I hope to see even the smallest possible increase over the present operation. 

In looking over our financial statement I found that our parts department, 
accessory department, and used-car inventory was out of line with the volume of 
business being done. This gave me concern, since the figures quoted to me 
by Mr. Loehr would call for substantially the same dollar volume of inventory 
should IT continue to operate as the original unit Wilcox Motor Co. 

The idea of a new building gave me further concern. To buy a lot, build a new 
building, and equip the same would cost a minimum of $150,000. If I decided 
to build such a building in accordance with his request as outlined in his require 


> 


ments to me on January 38, 1955, and then at a later date go out of the automobile 
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ness hat use could I tind for a specialty-type building in ming 
th average business rentals of about S75 per mont 
Che figure of 860,000 had entered my mind as the fair amount to invest 
tion of our size: broken down as follows: 

Parts S12. 000 
) \ccessories 2 DOO 
Equipment, company vehicles, et 15, GOO 
Account receivables- ‘ 6, OOO 
Used-car stock 10, OOO 
Cash operating capital 14, 500 
Total ee 7 60, OOO 
I had plans to rent the present building from the estate at $350 per month. 


fhe plans, as outlined to me by him, were in excess of what a selling agreement 
th 100 car planning potential warranted as far as I was concerned Fach 
uught seemed to bea direct opposite of good business. 
Returning home I wrote to Mr. Loehr on January 8&8, 1955 (See exhibit B.) 
Qn the morning of January 11, 1955, I received a letter from Mr. Loehr in 
swer to my letter of January 8, 1955 (exhibit B). Please note that no answer 
as given to my letter but a demand made of me to do as per his request when 
| visited him on January 3, 1955 (See exhibit C.) 
| had written the letter of January 8 to try and have an opportunity to discuss 
urther the dealership. In writing this letter to Mr. Loehr I felt there were 
nly two different answers for me to expect: (1) He would talk further with 
e: (2) he wasn't interested in anything less than his outline. 
Since my letter of January 8 was ignored, and no answer given to my proposal, 
[ felt that there was only one alternative to getting the dealership and that was 
se] After discussing with Mrs. Priddy the entire program again, I visited 
everal other men in the retail automotive industry to make certain my deduc- 
m was correct. The men advised me against such a venture and assured me 
hat under such demands I would be better off out of the business 
On the morning of January 25, 1955, I wrote Mr. Loehr a letter telling him we 
ere ready to sell. (See exhibit D.) 
\bout 30 minutes after mailing the letter to Mr. Loehr, our Chevrolet district 
resentative and the parts and accessory manager came in to check the whole 
e compensation return papers against actual wholesale sales for the past year. 
they immeditely wanted to know why I hadn't sent in the application for mem 
ership in the Parts and Accessory Managers Club and the Business Managers 
Service Club I presented the copy of my letter written to Mr. Loehr that morn 
g and their remarks were thus: We didn’t expect this: we thought you were 
taking the dealership. Are you sure you want to do this and understand what 
are doing? I assured them that I knew what I had done. After checking 
accounts they found no discrepancy and left 
On the morning of January 27, 1955, I received a letter from Mr. Loehr, dated 
unary 26, 1955, acknowledging my letter of January 25, 1955. After reading 
he letter of January 26, and previous letters, I thought over the weekend and 
cided on Monday, January 31, to call Mr. Loehr in reference to the last sentence 
n paragraph 3 of his letter, dated January 26, 1955, to find out the “status of 
he dealership.” (See exhibit FE.) 
When I called Mr. Loehr, he proceeded to tell me he was quite surprised to get 
v letter of January 25, 1955, in which I had written that we were ready to sell 
Ile stated that he didn’t know what I wanted since he had told me what to do. 
I then expressed to Mr. Loehr my interest and how badly I felt over the fact that 
ily one man from Chevrolet had been to my office prior to my letter of January 
>. further expressed that there had been no assistance offered to us, at all, 
vy the management there in the office and this gave me concern to think of their 
sinterest He then stated. “but Mr. Grove and I passed by one evening last 
eek on our way back from Norfolk but we didn’t come in.” 
\fter talking with Mr. Loehr about 5 minutes more, I realized nothing was 
eing accomplished in talking with him, since nothing new had come out of 
e call I then thanked him for his time and asked him to proceed as rapidly 
s possible to appoint the new dealer I also stated that I would do all possible 
cooperate with the new dealer 
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FEBRUARY 1 TO JULY 17, 1955 


{bout the first week in February, a Chevrolet dealer called and asked My 
Priddy and me to come to his office. He said his father had been to Mr. Loehi 
office and had been approached by Mr. Loehr to take the Waverly franchise. He 
told me over the telephone that facts had been presented to his father that wer 
not according to what I had told him about a week before. IL went to his offi 
nd his father asked me to tell him my story of what happened. I told the stor 
as outlined in this brief and presented the letters to back up the story. Whe 


[ finished he was quite concerned with what I had said and questioned n 


¢ 


further 





At the conclusion of my story IT was told that Mr. Loehr had told him 
entirely different story of the happenings. He further stated that he agree 
vith me and suggested that I keep the letters to and from Mr. Loehr in ease | 


wanted to appeal to the dealer-relations board in Detroit. From this conversatior 
with the dealer T learned that Mr. Loehr had told only half of the story and had 
mentioned my continuous efforts to get together with him. 

Mrs. Priddy and I considered writing to the dealer-relations board in Detroit 
but decided against such a thing after further consideration. I realized that i: 
any event I would have to do business with Mr. Loehr at the end and wondered, 
since my past efforts had been to no avail, what consideration I would get from 
him providing the board interceded for me. 

\ Mr. Badgett from Farmville, Va., stopped by to look at the business and 
brought his wife. I took him through the complete operation and asked him if 
he had made an application for the dealership. He said he had not made applica 
tion but the zone office had notified him that Waverly would probably be open for 
i. contract and he wanted to look it over. 

About a week after Mr. Badgett’s visit, another man came to look at the 
dealership from Kilmarnock, Va. He was an employee of Mr. T. D. McGinnis 
in Kilmarnock, and Chevrolet had called him to see if he was interested in the 
dealership at Waverly. He stated to me that he had been told he could get 
the franchise if he could invest $50,000 in the business. He further stated 
that he could raise about twenty-five to thirty thousand but didn’t know wher: 
he could get the other money. He asked why I had passel up the opportunity 
and I told him. I asked him if he had made application for the dealership an 
he said, “‘No.” He left, and I later learned that he had decided to stay in Kilmar 
nock with Mr. McGinnis. 

About the 1st of March T was notified that Mr. Wantz, zone business manager 
would be in Waverly with a Mr. Cowling to discuss the purchase of the physica! 
properties and parts in accordance with the Chevrolet selling agreement. We 
met for approximately an hour and a tentative agreement was drawn up for 
purchase. On several occasions Mr. Wantz broke into our conversation when Mr 
Cowling and I were discussing prices of article. Wherever he thought out 
prices were out of line he would yoice an opinion. One article, the signs, pur 
chased from Chevrolet to be used in the windows were not discussed by Mr 
Cowling and me until we were almost through. Before we finished the tentative 
agreement, I requested that note be made in the agreement as to signs. Mr 
Wantz stated that he didn’t think that was necessary since the signs had no value 
T insisted that they be placed in the agreement according to the provisions it 
the selling agreement. 

\ man in Waverly expressed interest in buying the business from us and | 
introduced Mr. G. N. Funkhouser to Mr. Wantz as a prospect. To my knowledge 
Mr. Funkhouser was not contacted again. 

In approximately 38 weeks we were told that the sale had fallen through 
due to Mr. Cowling not being able to get the money. 

In about a week after this, a Mr. Calvin Horne expressed interest in buying 
our business. He called Chevrolet motor division and told them of his interest 
He was told that an application had been submitted for approval but should 
the deal not go through they would let him know. To my knowledge, Mr. Horne 

as never contacted 

Several more weeks passed and Mr. Loehr came to Waverly with Mr. Ton 
Grove to see Mrs. Priddy, Mrs. Wileox, and me. The two men first came to the 
ompany office and looked around hefore going to the home of Mrs. Wileox 
where she and Mrs. Priddy were waiting. On entering my office, Mr. Loeh: 

emarked to me, “You certainly have a nice clean place here.” 

We finally left and went to Mrs. Wilcox’s home. We were told that a new 
applicant had been approved and unless the business was sold we would have to 
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ee 


turn the parts and signs, in accordance with the selling agreement, immediately, 
we desired to have Chevrolet take them back, providing the negotiation did 
ot go through. It was impressed upon us that we should make every effort to 
egotiate the sale as they had no other prospect to take up the dealership. Mr. 
Loehr assured Mrs. Wilcox, Mrs. Priddy, and myself, that he would not allow 
o be taken advantage of in any sale of parts, equipment, or service cars. 
\Irs. Priddy asked Mr. Loehr what amount of money the new man would have 
vet the contract. Mr. Loehr said at least $60,000. Mrs. Priddy then asked 
\ir. Loeher if the new dealer would have to build a new bulding. Mr. Loehr 


le her ho answer. 
10 days or 2 weeks we were advised that Mr. Fred Watkins, Mr. Albert 
and Mr. Charles Oslin would be in Waverly to discuss the purchase of the 
sinless The three acreed to being interested and requested they be allowed 
in an inventory of parts As soon as they could compleie this they would 
negotiate further. Our attorney, Mr. A. E. S. Stephens, was on hand 
resent us, but no negotiations took place. Again the three men came with 
nyone from Chevrolet as a go-between. Our attorney, Lt. Gov. A. E. 8S. 


Stephens, was on hand to represent us and to try and help consummate the deal. 
e day before the 1955 Chevrolet truck announcement to the dealers, I visited 
ne office to see Mr. Grove. The entire office crew was at the John Marshall 


Hotel working on the show for the next day and I went there to see Mr. Grove. 
When through talking business, I told him how disappointed I was over the entire 
hing. He stated to me, “If you had done those things Mr. Loehr told you to do, 

probably wouldn’t have looked further.” 
! to the second visit of these men, we had called in two professional men 


equipment houses to run an inventory of fixtures and equipment. The 
ice as quoted by them came to an average of approximately 50 percent of the 
ew value. Immediately upon presentation of the figures to the men as a total 
cluding equipment, new parts and service cars owned by the company, the 
sures were cut by them and an offer was made to us. The offer ran approxi 
tely $26,000. We tried to bargain since our price for the complete package 
as estimated at approximately $42,000. Mr. Stephens discussed the details of 
h portion of the equipment and called Mrs. Wilcox, Mrs. Priddy, and me to- 
-ether. As a compromise we offered the complete package for $35,000. The 
three men arose from their seats and proceeded to go. Their attitude was of this 
nature: The material is probably there but we can see no way we can pay that 
d of money. Mr. Watkins said they would have to operate from a service 
station before they could pay any such price for the business. 
rhe men left and our attorney advised us to sit tight and wait and see if 
would compromise for the $35,000. 
When negotiations failed with Mr. Watkins, Mr. Suttle, and Mr. Oslin, I then 
cted Mr. Calvin Horne again and told him the deal had fallen through 
ie then called the zone office again but was told that an appointment had been 
ade for the franchise and the new man would be operating very soon. 
About 6 days later a Chevrolet representative called on us and told us that 
ir. Loehr had sent him. He said that since the negotiations were not success- 
ful, Mr. Loehr now wanted us to return the parts, signs and equipment as per 
e contract agreement. Instructions were left as to how this shipping should 
e done and the representative left. 
The following day I contacted my attorney. I told him of the visit from the 
Chevrolet representative. I then called Chevrolet zone office and talked with 
Mr. Tom Grove, telling him that I wanted to sell the equipment, parts, and 
sns: however, I felt that Mr. Watkins, Mr. Suttle, and Mr. Oslin were taking 
(vantage of the situation. I quoted to him figures of equipment, ete., and he 
y axreed that some adjustment was due in our favor. I then asked him to eall 
he men again and to try and help me complete the sale. I stated further that 
| I would like to meet with the men again and try to complete the sale and adjust 
| the firures equitable to all concerned. 
He advised me to call Mr. Suttle and ask for a meeting to discuss the business 
gain and he would also call them and try to arrange the meeting. He also 
reed to tell them they were not doing us right on the prices they were willing 
Oo pay As an example, I refer to the parts bins we had purchased just 12 months 
hefore, at the insistence of Chevrolet Motor Division, from a Mr. Watson. Mr 
Watkins, Mr. Suttle, and Mr. Oslin only wanted to pay 50 percent of the value we 
aid for the above. Since the bins were set up in accordance with the Chevrolet 
: plan and bad not been damaged, we felt the value of this item should remain at 
the cost price less depreciation for 12 months 








i \ . and talked with hit Hie told me that if we were ready 
\ acl [I discussed with him the figures in question an 
d ( ted to se hut felt that we were being put over the barrel as 
f in He agreed to call me about another meeting as so 
he could contact Mr. Watkins and Mr. Oslin. 
Finally, in about 10 days the men came to Waverly for another meeting. Th 
ould not budge from their original price. Realizing the extra cost involved in 
king and crati of the material, plus the added cost of selling the equipment 
Mrs. Wilcox and ) Priddy agreed with me that we had no alternative. We 
reed to sell aa litract was drawn. <A fair and equitable price would have 
een, according ippraisers, approximately $42,000. In selling under forced 
ile, the estate approximately $14,000, plus nothing for the good will an 
iets built up by Mr. Wilcox and his father for the past 42 years. 
Thus ended a famil) isiness of 42 years in the community. 


SUMMARY 


‘rom our first meeting with Mr. P. C, Loehr, zone manager of Chevrolet Moto 
division, Norfolk and Altamont Streets, Richmond, Va., Mrs. Priddy and I 
realized that the continuation of the family business, Wilcox Motor Co. was being 
heavily burdened by demands from Mr. Loehr. The requests made of us by Mr. 
Loehr, according to my best consideration and advice from others in the auto 
motive field, were far out of proportion under normal operation of an automobil 
igeney of our size in a community of 1,350 people, of which approximately 5¢ 
percent were colored, with an average wage scale of about $40 per week. 

The two major heirs of the estate, Mrs. J. Leo Wileox and Mrs. Rosalie Wilcox 
Priddy, requested Mr. Loehr to allow me to continue the business. Mrs. Wilcoy 
wrote Mr. Loehr a letter, delivered by Mrs. Priddy on January 3, 1955, expressing 
her interest in my having the dealership and Mr. Wilcox’s desire that I should 
carry on the business 

Mr. Loehr and Mr. Grove stated to Mrs. Priddy and me on January 3, 1955 
that it would take $80,000 to handle the franchise, not including the building, and 
in addition the new dealer would have to remodel and build a new building o1 
U.S. No. 460 

On his visit to Waverly around the 1st of May, Mrs. Priddy asked Mr. Loehr 
What amount of money the new dealer would have to put up in order to secure the 
franchise. His answer was at least $60,000. Mrs. Priddy further asked if a ney 
building was to be built by the new dealer but no answer was made to her. 

(mn two occasions interested parties were presented to the Chevrolet zone 
office by me to be an applicant for securing the franchise, and buying our interest 
of physical properties. At no time or place can we find that our prospective 
buyers were given consideration. I think it worth noting here that both men 
had been in the automobile business before, are financially sound, and have been 
successful in business. At no time were we given an opportunity of selling the 
business to anyone that would have purchased from us at a fair and equitabl 
price. The entire operation was held in close supervision, behind closed doors 
by Mrs. Loehr and Mr. Grove. The business and good will advanced by the 
Wilcox family for 42 years in the community meant nothing as far as price was 
coneerned in the sale of the business. Thus, we realized, our going business had 
been reduced by Chevrolet to a football to be kicked any way they so desired. 

At all times I tried to play fair and aboveboard with Chevrolet Motor division 
and Mr. Loehr, zone manager of the Richmond branch. Please note the dis 
crepancies below from his letters and as noted in conversation with Mrs. Priddy 
and me 

Exhibit A, dated September 27, 1954, paragraph 4, states: ““May I again express 
to you my sincere congratulations on the fine record you have established, and 
my pleasure and privilege in being able to present to you this token of our appre- 
ciation and respect.” Yet, on January 3, 1955, Mr. Loehr found reason to show, 
iwcording to Chevrolet’s figures, our operation was 25 percent behind in parts 
sales, 3314 percent behind in service, and 40 less sales in new cars than the 
national office projected that we should have sold for the vear 1954. 

In exhibit B, written to Mr. Loehr on January 8, 1955, by me, I enumerated for 
Mr. Loehr my feelings on his request of me pertaining to money to be invested. 
remodeling and building when in his office on January 8, 1955: “We have discussed 
the dealership from all angles and we would like to continue the business if we 
can come to a satisfactory arrangement for all concerned. However, we do not 
feel that it is to our best interest to increase our capital outlay ir order to kee} 
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= ( r do we feel that it w d he to our bes ; ( 
"yp ! I l l - ou it the presel el oO we Tee tha 
b isicl er capital outla n bu ne a w building 

he lo | purse 1 oO ie boVe Plas W lL ke l Lit is 
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e best guidance We can give it 

\Iso note paragraph 35 of exhibit B, in which I stated If you would consider 
ibove ideas we would be happy to drive up there again, or entertain you and 


associates here at the business, for further discussion 
exhibit C, dated January 11, 1955, written by Mr. Loehr to me, no answet 


s given request luade in my letter addressed to him of January 8, 1955 
<hibit B) 
Mr. Loehr stated to me on January 38, 1955, that there were several applicants 


ested in taking the Waverly deal Note in exhibit C, January 11, 1955, he 
ed in the last line of paragraph 2, “In this way we feel that our decisions as 


plicants will be more fair and equitable to all concerned.” It should also be 


1 in this same letter of January 11, 1955 ‘exhibit CC), in the last ne 
graph 1, “we are in the process of screening the several applicants and a 
n by us will of necessity be required in the very near future.” 
t should be further noted that in a letter to me dated January 26, 1955 (exhibit 


answer to ly letter of January 25, 1955 (exhbiit D), Mr. Loehr stated 
paragraph 3, line 1, “We will now proceed to locate an applicant for the deale 
pand as soon as an applicant is approved we will be glad to have him contact 
vou in an effort to purchase the physical assets of the dealership. We are hopefu 
that this can be accomplished in the very near future, but in the meantime, if 
here are any questions in your mind as to the status of the dealership, we w 
e glad to hear from you.” 
On January 3, Mr. Loehr told Mrs. Priddy and me it would take $80,000, not 


uding the building, to handle the business. On his visit to Waverly, Mr. Loehr 
nswered Mrs. Priddy’s questions as to how much money the new applicant woul 


ik 


t 


e to invest by saving 860,000. It is worth noting, too, that the interested 
vy from Kilmarnock, Va., stated to me that the zone office in Richmond had tol 

m he could handle the business if he could get 850,000, The present dealer told 
that he was instructed that $50,000 was the amount of capital needed in order 


secure the franchise, and the new business opened on a $50,000 capital 


e present dealer is operating in the building formerly occupied by Wile 





Motor Co. under a rental agreement with the estate of J. Leo Wiicox 
e Mr. Cowling that applied to Chevrolet for the fr hise to operate 
Vaverly, Va., was appointed a dealer some 2 months ago to operate in Sussex 


vy and now operates from a gasoline station in the town of Stony Creek, less 


han 20 miles from Waverly 

Before Mr. Wileox’s death, our factory representative called on us at regular 
tervals to get our orders for new cars and trucks. Just about 6 weeks before 
he 1955 truck change (early run 1955 truck), the representative called and took 
Vv car order \fter signing the car order, he presented me with a truck order to 
gn for another 1954 truck I had some 4 or 5 trucks on hand and told him I 


uldn't take another, unless I sold 1, in view of the model change. He immedi 
tely became quite upset and grabbed the car order off the table with a remark, 
You don’t have to take the cars either since you aren't going to take the truck.” 
[ immediately told him I was surprised to hear such a thing from him and he 


iQ 
( 


l lo as he liked about the cars, but I couldn't take another truck at the time 


le then picked up his belongings and left, taking the car order with hin 


os 4 I 


Iixiipir A 
SEPTEMBER 27, 1954. 
Mr. J. L. Wincox 
Wileoxr Motor Co.. 
Waverly, Va 

Drak Mr. Wiicox. Enclosed is a print of the photograph taken at the re 
ent dealer-renewal meeting showing a plaque being presented to you in recog- 

tion of your many years of service as a Chevrolet dealer. 

Iam quoting below the words of a former President of the United States, Cal- 
vin Coolidge, which were used by me in expressing the characterization o, the 

en who were honored by Chevrolet at the meeting you attended. 
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“Nothing in the world can take the place of persistence ; 

“Talent will not—nothing is more common than unsuccessful men with talent 
Genius will not—unrewarded genius is almost a proverb, 

“Education will not—the world is full of educated derelicts ; 

“Persistence and determination alone are omnipotent.” 


Should you follow our suggestion to publicize this presentation in your honor 
with either a news story or a paid advertisement in your local newspaper, it 
Will be appreciated if you will send me a tear sheet of the insertion. 

May I again express to you my sincere congratulations on the fine record you 
have established, and my pleasure and privilege in being able to present to yor 
this token of our appreciation and respect. 

Sincerely, 
P. C. LOEHR. 


Exuipit B 
WiLcox Moror Co., 
Waverly, Va., January 8, 195.5. 
Mr. P. C. LOEHR, i 
Zone Manager, Chevrolet Motor Division, 
Richmond, Va. 


Dear Mr. LoEnR: It was good of you to see Rosalie and me on Monday and 
we appreciate the interest shown in us by you and Mr. Grove. 

We have discussed the dealership from all angles and we would like to continue 
the business if we can come to a satisfactory arrangement for all concerned. 
However, we do not feel that it is to our best interest to increase our capital 
outlay in order to keep the franchise, neither do we feel that it would be to our 
best interest to modernize the building to the point of great cost to us at the 
present time, nor do we feel that it would be wise to consider further capital out 
lay in building a new building at another location. Of course, all of the above 
plans would be in our minds as an objective for later years, according to the 
performance of our business with the best guidance we can give it. 

If you would consider the above ideas, we would be happy to drive up there 
again or entertain you and your associates here at the business for further 
discussion. 

Thanking you again for your help, I am, 

Very truly yours, 


SUMPTER Prippy, Jr 


ExHipit C 


CHEVROLET Moror DIvIstion, 
GENERAL Morors Corp., 
Richmond, Va., January 11, 1955. 
Mr. SUMPTER Prippy, Jr., 
Wilcox Motor Co., 
Waverly, Va. 

DeAR Mr. Prippy: Thank you for your letter of January 8, 1955, outlining your 
continued interest in securing a Chevrolet selling agreement covering the area 
presently being covered by the Wilcox Motor Co. We are in the process of 
screening the several applicants and a decision by us will of necessity be 
required in the very near future. 

You will recall that when you and your wife were in to discuss this with me 
a week ago this past Monday that you were furnished a set of forms to complete 
and which, when completed, represent a formal application and expression of 
interest by you. We also requested that perhaps you would wish to outline to us, 
in letter form along with the application, your own qualifications and ambitions 
for the operation of the deal. In this way we feel that our decision as to appli- 
cants will be more fair and equitable to all concerned. 

In the event you continue to be interested in securing our selling agreement, 
will you please furnish us with the above information and documents? In the 
event you have mislaid the application forms, we are attaching two additional 
copies for your use. 

Kindest personal regards. 

Very truly yours, 
P. C. LorHr, Zone Manager. 
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Exursit D 
WiLcox Moror Co., 
Waverly, Va., January 25, 1955 
Mr. P. C. LOEHR, 
Zone Manager, Chevrolet Motor Division, 
Richmond, Va. 

Dear Mr. Loewner: After much consideration and discussion with Rosalie we 
ave decided that we would rather sell all interest in Wilcox Motor Co. as soon 
s you can see fit to appoint a new dealer. 

We appreciate the time you gave us when we made our visit up there and we 
hope that we have not put you to a great inconvenience. I can assure yeu that 
we have considered all angles of the business and we have given a great deal of 
hought to our decision. 

I will be happy to cooperate with you and the person you will appoint in helping 
him get set in the community. 

Trusting that I may hear from you in the very near future, I am, 

Very truly yours, 
SUMPTER PrRIppy, Jr. 


ExHIsITt BE 


CHEVROLET Moror DIVISION, 
GENERAL Morors Corp., 
Richmond 7, Va., January 26, 1955. 
Mir. SUMPTER Prippy, Jr., 
Wilcox Motor Co.. 
Waverly, Va. 

DEAR Mr. Prippy: This will acknowledge your letter of January 25, 1955, 
stating that you have no further interest in making application for the Chevro- 
et dealership at Waverly, Va. 

It is our understanding that you arrived at your decision after careful con- 
sider: ition and discussion with your wife, who we understand is the principal 
ieir and administrator of Mr. Wilcox’s estate. 

We will now proceed to locate an applicant for the dealership and as soon as 
an applicant is approved we will be glad to have him contact you in an effort to 
purchase the physical assets of the dealership. We are hopeful that this can be 
iccomplished in the very near future, but in the meantime if there are any ques- 
tions in your mind as to the status of the dealership, we will be glad to hear 
from you. 

Very truly yours, 
P. C. Loenr, Zone Manager 

Mr. Priwpy. Yes, sir: I will be glad to do that. 

Senator O’Manonry. That will be satisfactory. 

Senator Witry. Who had the franchise, and why did you lose it? 

Mr. Prippy. In November of 1954, sir, my father-in-law was taken 
sick and committed to the Medical College of Virginia Hospital, in 
Richmond. About 3 days after entering the hospital there, I was told 
by the specialist, Dr. Elam Toone, that he couldn’t get well. 

On the 29th day of November I went to the Chevrolet zone office in 
Richmond, to tell Chevrolet of Mr. Wilcox’s condition, and was told 
by the zone manager that I should continue to operate the business as 
usual, but to let them know of Mr. Wilcox’s condition. 

[ returned home to maintain the dealership as it has been operated, 
and as I had been operating prior to Mr. Wilcox’s sickness. 

And Mr. Wilcox died on the 26th day of December. According to 
the contract, the franchise was canceled with the death of the prin 
cipal party to the contract, of which he was the only signer, in para- 

rraph third. 


That was the reason for the cancellation. 
Senator Wiiry. No other reason assigned ? 
Mr. Prippy. No, sir. 
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t itor OOManonry. The same condition arose in that Wiseons 
case which we discussed vesterday on the record. There the deak 
«| ed, leavil a ie dow. And under the Wisconsin law, it Was held ty 
ie court Ina divided opinion that the death of the husband was not 
reasonable cause for te oe the contraet with the widow. bi 
le ay: the opinion that the equity which the dea 
had established i 11S "hence was such that it could be tr: moana 
to the widow, oa ne the Wisconsin statute was not terminable by 
the manufacturer, which in that case was the Ford Co 

Vr. Prippy. We were familiar \ ith that ense, TOO, Sir. 

Now, what would be your pleasure, sir? 


court was evi 


Mr. MeHuau. Do you have an outline of some statement vou woul 


like to mene? 
ois. *RIDDY. Yes. Hlere are some of t hem, if vou would like to che 
them, and then you can ask questions and I will answer them. 
Mr. McITuen. The first point you have here is: 
Factory harsh and unfair to estate of deceased dealer in enforcing liquidation 
of dealership under adverse conditions, 


Can you summarize briefly what vou had in mind by that / 

Mr. Prippy. Well, from the vamos, St I started to negotiati 

th Mr. P. C. Loehr, the zone manager in Richmond, we were give 
absolutely no consideration as to tetas the dealership on any 
ground that we wanted to maintain it. He demanded of us that we 
hould invest 880,000, completely build a new building, and remode 

e building which we then had. 

Chen, as I decided on the 51st—-at least, on the 25th cluy of Jan 
ary to sell, and wrote to him, the y gave us absolutely ho consider: \ 
tion in selling, they didn’t allow us to try to put it on the market our 
selves, to get our money out of it: we were not allowed to go out and 
openly bargain to try to sell our merchandise. 

And in 1 instance, 1 of the men came from the zone office there and 
brought a man that was supposed to be an applicant for the dealership, 
and he even went so far as to tell me the sum of my merchandise that 
we were discussing the price of at that time was not worth what I said 
it was worth, and more or less putting the price into the man’s mouth. 
as to what he should pay for it, if and when he was agreeable. 

Senator O'Manonry. You say that he wouldn't let you sell thi 
building 4 

Mr. Prippy. Not the building, sir: the Chevrolet sions, the Chevro- 
let equipment that we had purchased from them was what I was par- 
ticularly referring to. 

Senator O’Manonery. You had purchased it ? 

Mr. Prippy. I didn’t understand you. 

Senator O’Manoney. This equipment had been purchased 

Mr. Prippy. The estate of Ma. Wilcox when he was living. 

Senator O'’Manoney. And he owned it ? 

Mr. Prippy. That is right. 

Senator O'Manoney. And you were told that you couldn't sell it ? 

Mr. Prippy. In so many words. ves, we were told that. On two dif- 
ferent occasions I presented men to Chevrolet motor division that were 
interested in buying our business as a going concern, and they were 
told that someone else had been submitted for the applic ation, how- 
ever, if anything happened, that they would be gotten back in toucl 
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but oO 10 pot can we find that those men were contacted a 
oivel aa ypportunity of buying the dealership. 
Senator O'Manoney. Did anybody succeed you ¢ 
Mr. Prippy. Yes, sir; they did. 
Senator O'Manonery. Where did that dealer come trom / 
Vir. Prippy. The name was submitted by Mr. P. C. Loehr to Chevro- 
and was ap proved | \ the central office and came back. The man 
it is now 2 dealer in paragraph third has never been a dealer before. 
ator O'Manoney. Is he a resident of your community ? 
\Ir. Prippy. No: he lives in Richmond, 48 miles away. 
Senator O’Manoney. What was his business / 
Mr. Priopy. He was a farm operator at the time he bought this 
ice, although he was hooked up with 2 or 3 Chevrolet dealers, 
erating farms for them. 
nator O"Manoney. Operating farms for them / 
\ir. Prippy. Yes, si 
Mir. McHwuen. You state that they asked you to make a $80,000 
estment ¢ 
Mr. Prippy. Yes, si 
Mr. McHuen. Did you feel that an investment of that size was 
rranted in this business ? 
Mr. Privy. No, I didn’t; for the simple reason that we had a 
ndred-ear franchise or hundred-car contract, and I felt that $800 
er car investment was too much money to put down in town of 1.350, 
which about 65 percent happen to be colored, and where the average 
age is $40 a week. We had somewhere in the neighborhood of 2.500 
teet of floorspace, and with the money we already had plus the equip 
ment I felt we were entirely well capitalized. 
Mr. McHueu. You state here in point No. 2 that the factory pre- 
ented young qualified executives within dealerships from acquiring 
franchise, and you state that this is contrary to the announced policy 
1. f (General Motors? 
ul \Ir. Prippy. Well, in 1951 Mr. W ileox allowed me to go to General 
a Motors Institute and take the dealer-management course, which I did. 
From 1949, the time that I went in with him, I started out in selling, 
d then I worked up to be a sales manager, I did all of the : appr aising 
for him, I was the go-between in all the departments for him, I 
indled all the publie relations. He was at = office every day or 
very de> sie day, although I had, you might say, full control of every 
. L ordered the cars, I ordered all of ea ‘cessories, and the things 
that kind. And I felt I was qualified. And I had been told by 
Chevrolet, and Buick, too, that they wanted very much to get young 
men in the industry, what they would call new blood. 
Mr. McHven. Were you active in the chamber of commerce / 
Mr. Prippy. We have no chamber of commerce in our community, 
We have a junior chamber of commerce. I am acting vice 
esident of the United States Junior Chamber of Commerce 
Mr. McHvex. You also state in point No. 3 that the factory required 


t- ilse registrations. Will you explain what you me an by that ? 

’e Mr. Prippy. Yes, sir. The only visit which I had from the zone 
re lice between the time in November that I visited Mr. Loehr’s office 
N nd the time of Mr. Wileox’s death was about 2 weeks into December 


} +1} 
| { 


le representative came to my office and called on me and told 
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e that I would be receiving a wire from the vo omg plant t! 
ld vive me the motor number and serial number of all the « 
I would receive for the rest of the year, that I should take t 
ire, Which T would receive, and fill out a form 17, which is the app! 


ition for title in the State of Virginia, and take that title to Ricl 
nond and have it registered prior to December 31. 

Mr. Mcliveu. What year is this again? 

Mr. Prinpy. 1954. And he also told me that he would be back o 

e evening of December 30 to pick up any additional ones that 
iadn’t been able to get into Richmond. 

[ asked him why that was to be done, and he told me that Chevrok 
vas in yen le with registration, and the competition was doing 


an : that was the only way they could maintain leadership. 
a d him if I was to pay the money for the title myself. And li 
a ‘Yes; surely you don’t mind paying that $1 title fee when 
ll give you on dership in your community, and that will mean a lot 
y vou in elln if cars next year.” 
| eat him fart ier, | said, “What about this fall registration wl 
| ell it fon bona hide custome ,"? 
He said, “That will have to be worked out with the zone manager. 
ins RN 


fr. Melficven. Do you have any reason to believe that this was the 
policy of the co) npany 

Mr. Prippy. Well, as far as I am concerned, I can only speak for 
mvself, sir. I know what I have heard. And I a that NADA had 
very definite ideas against such a thing. But I ean't say that [ kne 
her dealers, because I wasn’t there when it happened. 

Senator O’Manoney. Did you get these cars ? 

Mir. Prippy. Yes, sir: I did. And I registered them. I know I was 
probably wrong in doing it, but realizing that I was going to talk to 
Mr. Loehr about the franchise in another d: ay or so, l was a little hes 
tant about going — with his request. 

Senator MAHON They were registered as having been sold? 

[r. Seana: Yes, sir. 

Senator O’Manoney. And they have not been sold ? 

Mr. Prippy. That is right. I had them in my wife’s name and the 
salesmen’s hames and the grease monkey's hame, and everybody | 
could think of. 

Mr. McHuen, And you had to pay for that yourself? 

Mi. Prippy. Yes, s 

Senator O'Manonry. And do you have the communication whi 

rected you to do this? 

Mr. Prippy. No, sir; it was given by mouth. But I can tell you th 

of the young man that did it, and he is here in Washington. 

oes Albinson, 84 of the Cafritz Building, in the Chevrolet office. 
enator O'Manoney. How did you get the motor numbers? 
ieee. The motor numbers were wired in to us on a telegram 
from the Baltimore plant. 

Senator O’Manonry. Do you have that telegram ? 

Mir. Prippy. No, sir, I don’t; I don’t have that. But I believe that 
if vou will ask him, he will agree that he did say it. 

Mr. Mcllceu. As point No. 4, Mr. Priddy, you have here that the 
factory encouraged bootle ‘ging. Would you expl: iin that, please ? 

Mr. Prippy. Mr. Joseph Fine, who was my Chevrolet representa- 


1" 


tive, he lives at Pamlico Circle in Nor folk, V a., called on us at the 


¢ 


for the ot 


2? 
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Hm during the year. We rac an extremely hard year in 1953 
is pointing up to the same thing in 1954 with the drought 
on in Southside, Va. And Cars hadn't been Vong as Well as 
id been in previous years, and he came in and asked us to order 
(nd 1 was sitting there with some 2+ or 25 in this small commu 
ind I was a little hesitant about ordering another 10 or 12 ears 


f ew anted us to order, and he said to me: 


“It might not be a bad idea if some of these cars find their wav to 
] ~ ] - i ] 
sed-car lot. After all, you are expected to take these cars under 
nditions im the contract that were set up, and the cars were sent 
nat 
\nd then he made that suggestion. 


Senator O-Manonry. Who made that suggestion ? 
Mr. Prippy. Joseph Fine, the district representative. He lives at 
ilico Cirele in Norfolk. 
Senator O’Manonery. Did you carry it out ? 
Mir. Prippy. Not at that particular time. But with this franchise 
( e, | sold them lke wildfire, to get the extra money rather than 
iving to send them back. 
Senator O’Manoney. You did sell them to the used-car dealers 
i little bit more than you paid for them / 
Mr. Prippy. When we were disposing of the dealership. 
Senator O°’Manioney. How many 
Mr. Prippy. Some 8 or 9. I figured that a bird in the hand was 
thtwointhe bush. I had my money invested, rnd 1 wanted to get 
t out. 

Mr. McHuen. Under point 5 you state here that the factory estab- 
less qualified dealer in place of yourself. You have already 
ide some reference to that. Is there anything further you would 
ke to say in that connection ¢ 
Mr. Prippy. The gentleman that is a dealer there now, Mr. Charley 
lin, isa very fine man. I think you will find him a Christian gen- 

But in his own words to me, he said: “Sumpter, you are 

» one that should have had this dealership.” And, to be perfectly 
k, he is somewhat hesitant now about thinking he made a wise 
nm in coming to Waverly, because things have been tough. He 
ver been in the automobile business before, he is there with 
brother of the man who is part owner of the business, Mr. Wat- 
and he did not know the automobile business. And, to my knowl- 


} 
ied a 


e hasn’t made a deal himself since cé mine’ imto town. Iie 


't do any of the appraising whatever. 
other thing that mig! 
ned that business on $50,000, when I was requested to open it up 
s80,000 in cash. When Mr. Loehr came to Waverly to talk to 
\Irs. Wilcox and me on one oceasion, Mrs. Priddy turned to him and 
d, “Mr. Loehr, how much money will the new dealer have to have?” 
And he said. “$60,000.” F 


rht be n teresting to you, sir, is that they 


oO 
= * 


\ 


{nd so we didn’t know what to believe. And he is in the same 
lding that I was operating out of at the time we decided to take 

e franchise. 

He is in the same building that I was operating out of at the time 
t we were, 

Mr. McHven. Mr. Priddy, you say here under point No. 6 that the 

tory established a filling station “stimulator” to the detriment of 
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the public and the dealer, taking over from you. I wonder if yo 
would explain what vou mean by a “stimulator” ¢ 

Mr. Prippy. Well, let me go back. If vou recall. a few minut 
ago, I told you that when L was discussing with one of the applicant 
that Chevrolet had brought down the price of the materials that we 
had to sell, and the Chevrolet representatives spoke several times and 
aid the materia that I was talking about were not worth the money 
which I was discussing at that time—the man’s name was Cowling 
he lived stony ( reek, Va.. which is approxinately 1S miles fron 
Waverly—Mr. Cowling could not get the money to buy our dealership. 
md in about 1 week's time after he was there I learned that his deal 
had fallen through. 

Well, finally. Mr. Oslin and Mr. Watkins and Mr. Suttle bought ow 
the deal rship down there. Mr. Oslin is the dealer. 

About 60 davs after they had come ih. they learned that Mr. Cow] 

Yr was gol & to be appon ted a dealer in Stony Creek. Thev went 
to Richmond. to (‘hevrolet. and approached Mr. Loehr. Mr. Loe] r 
told him he was not going to put the dealer in. 

Then they came home. and about 20 days atter that. Mr. Cowln v 
‘ put in as the (‘hevrolet deale) in Stony (‘reek sna he operate 
from the filling station there in that community. 

The way I can refer to a “stimulator” dealer is, well, more or less 
putting the man in there to force you to trv to get more deals and te 
give vou more ompetition, so that you will have someone to forc 
vou to sell. 

Mr. Mcliven. How does that force vou to take more deals? 

Mir. Prippy. Well, for the simple reason that well, if one man ts 
working on a deal—say I come to try to deal with vou. IT will allow 
you S1,000 for your automobile. | realize that IT may have 8250 of 


profit in the de 


And then that man leaves me and he goes down 
the road to see Mr. Cowling, and Mr. Cowling SVS, “T'll give you 
thousand and titty dollars.” 

May be he had S200 in it. 

Then the fellow CON s back and Say So ‘OW line \\ il] allow me S10. 
and you will only allow me $1,000." 


You say, “Well, that 1s S200, and S200 1s S200, 1f he is gone to make 
It is a vicious evele all the way around. That is exactly what 


Mr. Meliven. This man you say who is a filling station operator, 
does he have a Gel eral Motors franchise / 
Mr. Prippy. He does now; ves, sir. Actually, vou my 


eht say that 
he “stimulator” dealer does not have the service requirements that 
the regular dealer will have. 

\Ir. Mi lluGn. Mr. Priddy, under No. hy the factory forced the 
dealers to take trucks or you would not be able to vet delivery on auto 
mnhilo Will 5 sien l. La @ s 
mobiles, Ili You explain that! 

Mr. Prippy. Well, actually that statement might be just a little 

} 


th sleading. 


One thing that I was referring to. the model end. or the end of the 


1954 truek run. A representative came in to the office there, an 
is takn vr orde Is for the LYdo Cars. A ic he tul nec to me, after he 


+ 


ad finished out the 1955 car order, and he said, “I want vou to take 


another truck.” 
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1 ‘~ » ] ] 1 
‘ tt vf » a | iy «) () wh ct 1S 
| WAS S ere WITHA YD ode 1} 1 | 


Z one wheelbase 2-ton,. and 
ort-wheelbase 2-ton., and a three quarter true kk, and a half-ton 


ek, and 1 that did not have a body on it at all. And I turned to 
* Joe, ( \\ L\ 1) the Worl le that | could take “] othe truck now. 
e first run of the 1955 trucks will be out in about 2 weeks, and 
ist do not see how L could handle it in a small community, but if I 
ved which [ think is a possibility for me to clo, I ‘\ Il eall vou and 
der anot! e 1] one.” 


And he went into the rigmarole that Ll was expected to take so 
inv. trucks aduring’ the vear. 1 told him I was sorry, that [ just 
uld not take it. L had more than my share rig 


ht now to carry over, to 

e the opportunity of losing money on. 

“Well. vou Go not have to take these, either.” he sala, 

i laughed at him. 

[ said, “Naturally, I think you are acting very, very childishily 
outit. Lhave tried to play fair with you and to merchandise trucks 
or vou.” 

{nd then I called to his attention the fact that during the year 
it L called the representative that had come just before him, trying 
0 get a truck on a Saturday when I picked up the phone and he 
unmed it in my ear, and did not want to talk to him. 

It disgruntled me just a little bit. And that is the whole story. 
Mr. McHueu. Upon this occasion, did he take back your car orders ? 
Mr. Prippy. Well, he took the car order back, but before he left, he 
vot to the door, he handed it back to me. I was getting ready to find 
ut, to call the zone office, to find out if I had. 

Mr. McHveu. Did they deliver those cars then / 

Mr. Prropy. They delivered the cars; yes, sir. 

Mr. Mclivenu. Senator, do you have any further questions ? 

Senator Wirry. No, no. 

Mr. McHven. Thank you very much. 

Mr. Prmpy. Thank you, sir. 

These are the original letters, if you would like to have them, sir. 
Mr. McHvuer. All right, they will be made a part of the record. 
Mir. Kirks. Part of those are attached to his original statement 
vhich has already been given to the reporter. 

Mr. McHuen. It will not be necessary, then. to take those. They 
re being made a part of the record. 

he next witness is Mr. Don B. Robbins, of the Robbins Motor Co.. 
‘ort Smuth, Ark. 


STATEMENT OF DON B. ROBBINS, ROBBINS MOTOR CO., ACCOM- 
PANIED BY STEPHEN S. SIMMERMAN, ATTORNEY 


Mr. McHveu. State your full name and your address and your 
isiness for the record. 

Mr. Ropsins. My name is Don B. Robbins. Iam a partner with my 
father in the tirm of Robbins Motor Co. in Fort Smith, Ark. Our 
usiness commenced when my father purchased this Buick agency in 


1O» 
aes 


Mr. McHwueu. Do you have a prepared statement there: do you! 
Mr. Ropsins. Yes: I do. 

Mr. McHvuexr. Do you wish to read that ? 

Mr. Ronetns. If vou please. 
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Mr. McHvuen. Go ahead 

Mr. Rossins. From that time until 1941, I worked at a job in ea 
phase of the se ice department and also obtained sales experience 
Then I enlisted in the Marine Corps. 

In 1946, upon discharge, | became service manager and then, afte 
having pantecipated in General Motors’ first course in dealership 
management in the fall of 1947, I became a partner in the firm. . 

In 1952, [ was recalled to active duty and after duty in Korea, wa 
returned to in aie adute in the fall of 1953. During my absence wi 
retained a general manager by the name of Lewis Maynard, who had 


been recommended by the zone manager, by reason of my father’ 
poor health. 
In the spring of 1954, we were advised that our selling agreeme: 


which was due to expire on October 31 of that year would not bi 
renewed; this was confirmed by the general manager of the Bui 
division in June of L954. 

I requested the opportunity to talk with this gentleman, Albert TH 
Belfie, and pointed out to him the progress made since my retur 
in October 1953. At that time we had a full discussion of all of th 
problems pertinent to my particular locality. Buick reconsidered and 
we were given a new se ling agreement effective November 1, 1954. 

This year, we were threatened with the same action and we appealed 
our case to the dealer relations board. This availed us nothing and 
our relationship with the Buick motor division, therefore, terminated 
on October 31, 1955. 

Tuesday, Admiral Bell said that dealers need, among other things, 
(a) less restriction upon the management of their own enterprise, 
and (4) quota requirements and shipment of cars based upon mutual 
agreement. 

Gentlemen, I am a specific example of one to whom these statements 
apply. I was a dealer who insisted on exercising his right to manage 
his own business. I submit to you that inventory control is an exclu 
sive function of management. It is vital to the success or failure 
of any sales agency. 

In other words, management must be able to stock merchandis 
within a price range consistent with customer demand. The incidents 
I will relate clearly establish the fact that Buick motor division ot! 
GM deprived me of this essential business control. 

In 1954, in accordance with the practice for Buick dealers, I sub 
mitted orders for the 1955 model run that was to begin in Novembet 
These orders covered the 4 Buick series: The Special: the Century: 
the Super; and the Roadmaster; the prices of which range from 
approximately $2,300 to $4,600. These orders were accompanied by a 
prefere nce sheet which listed the priority in which we needed the cars 

This preference—based on our estimate of what our customers woul 
want and could afford in our community—was given scant attention 
by the car distributor in our zone. Instead of filling orders in accord 
ance with the preference, they shipped the cars in a ratio satisfactory) 
to their profit requirement. 

This resulted in an inventory based partially on my requirements 
but equally on the manufacturer's dictates. “Selling activity the: 
removed the units of maximum salability, leaving a residue of 
minimum salability. 
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Having thus induced such an inventory condition, the manufacturer 

proceeded to pressure me to get rid of the less salable cars by 
nting out that miy inventory exceeded the national days’ supply 

age. LT rete rred to the fact that the per capita income in Arkansas 
1954 was S979 and the national per capita income was $1,770. J] 
nted out that this same ratio had existed in 1952 and 1953 and 
t it was, therefore, fallacious to apply national averages of car 
es tO my State. They were not interested in economic facts. 


ve I'd like to inject here the fact that there are two ways to remove 
Lc ; kind of an inventory condition. They are bootlegging and 
, tZiIng. 


Senator Winter. What is the last one? 
Mir. Roseins. Blitzing. 
Senator WiLry. Blitzing? 
\Mr. Rospptns. Yes, sir. 
Mir. McHuecn. Explain what you mean by “blitzing.” 
Mr. Rorsrys. That is you “make your own deal” approach to mer 
indising. Here is an ad which I received in this envelope from 
at ’ zone oftice. 
Senator O’Manonery. Let us get it in the record, read the heading. 
\ir. Ropprns (reading) : 


) Make us an offer. Appraise your own car. Be sure to appraise it high. You 
IC » amazed how eusy we are to deal with. We are in no mood to quibble 
ra out trade-in allowances or terms. We mean business. 


I 


It is no accident that we are leading both ways. 
One, in Volume of sales. 


is | Two, in trade-in allowances. 
\ volume record is a wonderful achievement but I think that the 
lection of the color of the ink in this one is a particularly appro- 
ite one, because there is a certain percentage of the present volume 
r ition enjoyed by my manufacturer that you could attribute to his 
. iler’s blood. 
re senator O'Manonery. This is an advertisement that was sent to 


in the envelope that you hold in your hand ? 
\ir. Ropptns. Yes, sir. 
{ senator O’MAHONEY. Will you read the return address on the 
yt velope ¢ 
\ir. Ropprns (reading) : 


Buick Motor Division, General Motors Corp., 1606 North Broadway, Box 1313, 
Tr. ' homa City, Okla. 
ys Senator O’Manoney. So that came to you from the Buick Automo- 
e Co. ? 

: \MIr. Ropprns. Yes, sir; it did. 


Senator O’Manoney. Or the division ? 
\Ir. Roppins. Yes. 
Senator O°'Manoney. Beg pardon. 
\ir. Ropptns. Yes, sir: it did. 
Senator O"Manonry. Was it accompanied by a letter ¢ 
Mr. Ropsins. No, sir: there was no letter of transmittal but the 


ts ference was clear. 
Senator O’Manoney. And that inference was what ? 
ri Mr. Rosprns. This is the type of merchandising that the automo 


le business has come to. This is not the only ad of its type. I have 
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ecelved a number of them. ‘| his Is typical. That is why | broue 

Wong. 

Senator OMAnoNeEyY. May I see it, please / 

Mr. Roppins. Yes 


Vir. MetHlueu. Do you think this ad is descriptive of what you hay 


described as “blitz” selling ? 

Mr. I BBINS, ‘| bateovers a part ot it. One other aspect is the sales 
pitch that they make with finance terms—nothing down, 36 month 
to pay. 

Mr. MelTvuem. Who is that vou speak of as “they” that make t] 

tles piteh? 


Mir. Roprtns. In some cases and in the case—well, I don’t know 


if isn cooperative ad or not. You find advertising finding its way 
nto the paper in two w avs: Through your cooperative program, al 
as it is supplemented by your dealers’ expenditure, according to thi 


dictates of his own business. 

Mr. McHvueu. Cooperative program—is that the program in whie 
vou as a dealer contribute jointly with the manufacturer ? 

Mr. Ropsrins. That is correct. 

Senator O’Manonery. It was your belief when you received this, 
that the Buiek division, Buick leadership, were recommending to vou 
that vou use this type of ad in order to induce the sale of cars upo) 
the representation that the purchaser could appraise his own car and 
appraise it at a high figure, so that he would be sure that you would 
oive a high trade-in allowance for the old car? 

Mr. Rosprs. Yes: and that hurts the public. 

Senator O’Manonry. We will receive this. It is too large, of course, 
to put in the record, but we will mark it for the files of the committe 

Mr. McHucnu. All right, Senator. : 

(The document referred to was marked as an exhibit and may hy 
found in the files of the committee. ) 

Senator O'Manoney. With the envelope. 

Mark it, Mr. MeHugh, please. 

Mr. Rorpins. Back to the inventory situation, I would like to po 
out that they also tried to use this inventory as a reason for not send 
ing me cars that T had ordered and actually needed. Predominantly, 
those cars would be in those medols at the lesser prices. 

I have here a letter substantiating that statement. It says, among 
a number of other things, the part that is significant to me being under- 
scored it Says: 

* * * With your present order coverage, it will be almost impossible to prefer 
ence additional cars other than the three preferenced for you today from yo 
latest preference sheet. 

Now, order coverage refers to what they consider the proper sprea 
from the lowest- to the highest-price cars. In other words, he was 
telling me that I had not ordered a sufficient number of expensi) 
automobiles. 

The fact that I had a substantial number on hand and was losing 
sales in the lighter units was not significant. “Remove your inventory, 
and we will send you some more cars.” ; 

Mr. MceHven. Did he tell you they would not send vou the lowe: 
priced cars until vou removed the inventory / 
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Mr. Ropstns. I believe I can substantiate that for you by a letter 
intelegram. The telegram is dated 1953, July 22. 
Unable to preference tentative allotment for July due to lack of order cover- 
ve, particularly 56 R’s, 72 R's, and 76 R.’s. 
It is signed “Buick Blake, Oklahoma City.” Blake is the car dis- 
tributor. 
56 R’s. 72 R’s, and 76 R’s are ears in the series of the two largest 
31ZeS. 
Mr. McHucu. You construed that to mean they would not fill the 
existing requests you had for the lowest-price cars because of the 
ieher-price cars you had in your stock that you were not able to sell ? 
Mr. Rossrns. Exactly. 
Mr. McHvueu. This should be made a part of the record. 
Senator ( YyManioney. It will be received. 
Phe letter, dated September 1, 1955, to Mr. Boone Robbins, Robbins 
Motor Co., 215 Towson Avenue, Fort Smith, Ark., will be inserted in 
he record at this point. 
(The document referred to follows :) 
i SEPTEMBER 1, 1955. 
} \ BooNnE ROBBINS, 
Robbins Motor Co., Fort Smith, Ark. 
DeaR Boone: This will acknowledge your letter of August 31 requesting con- 
nation of cancellation of the following orders: 
wl No. 8648, covering model 43 
No. 8998, covering model 63 
No. 3709, covering model 72 
No. 5979, covering model 41 
rhese orders are attached, with the exception of order No. 8998, for model 63. 
t We were unable to locate this order. 
\s mentioned previously to you, this zone has been given final build-out allot- 
ents specifying definite trim and optional equipment as well as models. We 
ire able to order only a certain number each day, and with your present order 
rverage it will be almost impossible to preference additional cars other than the 
| ree preferenced for you today from your latest preference sheet. 
j Yours very truly, 
Buick Motor Division, 
GENERAL Morors Corp., 
W: G. BLAKE, 
tly, Car Distributor, Oklahoma City Zone. 
Senator O’Manonry. What is the significance of the word “Blake” 
g n this telegram ? 
: Mr. Rosgins. That isthe man’s name who sent it, sir. 
Senator O’Manonry. What is his position in the Buick agency ? 
\ir. Ropprns. He is the zone car distributor. 
ro Senator O’Manoney. His headquarters are at Oklahoma City? 
Mr. Ropsins. Yes, sir. 
Senator O’Mantonry. Very good. 


wis \ny other questions ? 

3} Mr. McHvuen. Do you want to finish the rest of that statement. 
, HVca % 

sing Mr. Ronsrns. My father and I estimate that we lost no less than 

ry, (9 new car sales in 1955 because the factory would not supply us with 
ars the public wanted. In the 10 months of 1955 in which we were 

vel h operation, we sold 128 cars. Those 75 cars we could have sold 


‘ant the difference between a successful operation and mere existence. 
the 75 people to whom we demonstrated Buicks had no difficulty in 
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securing the car that our sales efforts led them to want, from the nea: 
by used car lots or from the “stimulator dealers” in the vicinity. | 
other words, there was an abundance of cars but they were only avai 
able through bootleg channels or from the dealers that the “factor \ 
people were then favoring. Bootlegging is a major factor in the area 
in which I do business. Nonenfranchised dealers are currently ac 
counting for 46 percent of the new car volume. ‘These used car lot 
operators are free merchants who are not compelled to buy an un 
wanted car of one price range in order to get a desired car of anothe: 
price range. 

My franchise states that “a retail customer has the right to purchas: 
new Buick motor vehicles without being required to purchase any ad 
ditional equipment or accessories.” As you have seen from the above, 
the manufacturer does not actually recognize any such right on m) 
part. 

Another example of refusal—well, we have used the telegram, al! 
right. 

In both 1954 and 1955 I had experience with the factory which i] 
lustrates one of the ways in which a dealer’s ability to effect economies 
is restricted. These economies, if allowed, would permit me to pass 
on savings to my customers, the public. 

The total freight charge for bringing a load of 4 cars from Flint 
to Fort Smith, Ark., averages approximately $600. That is the 
amount which GM bills me; out of that they pay their contract cai 
rier. In the spring of 1954, I had received a firm offer from E. M 
Curtis Transport Co., a local licensed, insured carrier, to haul that 
same truckload for $380. I went to Flint and, as a part of our dis 
cussion in connection with a termination threatened, asked for per 
mission to realize the savings of $220 which would have placed me i1 
a better position to compete with bootlegged new automobiles. My 
request was summarily denied and I was ‘advised that I had no prob 
lems which the supermarket approach to selling cars would not over 
come. Since most of the cars sent me actually come from the assemb]) 
point in Kansas City rather than in Flint, Mich., I strongly suspect 
that the real basis for their ae was profits derived from ‘phantom 
freight, particularly since I understand on good authority that GM 
pays their carriers on the basis of 46 cents a load mile or approximately 
$184 a truckload. This amount plus rail freight on parts to Kansas 
City is included as an item on the factory invoice to me. 

Mr. McHuen. Mr. Robbins, do you happen to know whether or not 
your franchise permits the manufacturer to control the manner in 
which the cars are to be shipped ? 

Mr. Rosprns. It does. 

Mr. McHuen. Do you know what it states? Can you describe the 
substance of the provision ? 

Mr. Rogsrns. I would not attempt to quote it to you from memory, 

but I can tell you that in the signing of that agreement I do concede 
his right to supply the freight. 

Mr. McHveu. Mr. Robbins, have you had any experience in your 
dealing with any of these General Motors zone or district: officials in 
which any type of pressure, coercion, was exerted upon you to take any 
types of parts or accessories or supplies? 

Mr. Rossrns. I have. 
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Mr. McHuen. Could you describe any of those situations for us? 
Mr. Rogserns. I had a conversation with the district manager in 
bout 1947 in regard to a group of accessories that totaled approxi- 
iately $35. They were tailpipe trim, side-view mirrors, compasses, 
re bottle. I think we had about everything included except. a racoon 
tail for the hood ornament. 
He wanted me to equip all my automobiles, and we had an extreme 
ller’s market in those days, with that equipment, and to sell it to the 
stomer as a mandate; in other words, “Here is the car, and here is 
how it is equipped, and if you want it, buy it.” 
Mr. McHwueun. This is accessories or equipment totaling $35 for each 


a Rosetns. That is correct. 
Now, on that particular group of items, there was pressure being 


exerted in the form of a contest among the district men, and I think 


e winner sat at the head of the banquet table at the end of the 
onth and drank a bottle of champagne by himself, but our discussion 
became rather vigorous before it was over, and when we got to the 
‘int where I kept saying, “No,” he had suggested to me that one 


dealer had taken a similar attitude and had his inventory of such 


tems — rated, and I asked him if he would like to try it with me, 
d he declined. 
Here is another ex: umple which involves a spring announcement kit. 
| was called on by a district manager and asked to buy, approximately 
onths after we had decorated our showroom and held our annual 
‘ar announcement, another spring announcement kit. 
Mr. McHuen. What is the spring announcement kit ? 
Mr. Roseixs. It contained danglers for the chandeliers. and ban- 
rs for the windows, and customarily some post cards; I am not too 
itive on the contents. 
Tl he price was in the neighborhood of $55. Our facilities were still 
relatively good condition from the initial announcement prepara- 


tion, and we declined. 


Mr. McHueu. When was this? 
Mr. Ropprns. That was in April of 1954. 


Shortly afterwards we received a telegram, which I will read you, 
ea 


Nn Says: 
Please have orders for the spring announcement kit in no later than Monday, 
larch 15. This is to be a hundred percent participation. This is as important 
Junvary announcement. Let’s make it a good one 


QUINNE?Y?T, Buick. 
Mr. McHtuen. Who is Quinnett, Buick 4 
Pah Ropprins. He was the district manager at that time, although 
‘he sent this telegram his experience was rather short. About 
davs after I received. it, he came over to get it back, and I told him 
it | had apparently mislaid it. It was not in evidence on my desk 


it the time. 


Mr. McHvuen. Did you comply with the instructions contained in 


that telegram ? 


Mr. Rogerns. I bought it. When I received the telegram I ordered 


the kit. 


Senator O’MAniongy. Why did he want it back ¢ 
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Mr. Ronntns. He told me that he received a pretty severe reprimand, 
and he was advised that General Motors is not permitted to put thing 
like that in black and white. 

Senator O’Manonry. Who manufactured the material you were 
ordered to buy? 

Mr. Rosrins. I can get you that information because I still have the 
order in my files at home, but I cannot quote it to you from memory, 
It may have been Bell Fontaine—that is a company that 

Senator O’Manoney. Let us not guess at it. Was it Buick? 

Mr. Roppins. No, sir. 

Senator O’Manonety. Whom did you pay ? 

Mr. Rosesins. We paid Buick. 

Senator O’Manoney. You paid Buick? 

Mr. Rorprns. Yes, sir. The way they customarily handle things 
like that, they will send you an order from this company, and you sign 
the order and send it back in, and then they charge the parts account. 

Senator O’Manoney. The dealer signs an order to a company not 
the Buick Co. ? 

Mr. Ropsrns. That is correct. 

Senator O’Manoney. But a separate company with an altogether 
ditferent name that apparently produces the material you are required 
to buy ? 

Mr. Ropsrns. That is correct. 

Senator O’Manonry. And when you pay for it, you pay to Buick? 

Mr. Rogpins. Yes, sir. 

Senator O’Manoney. And this Mr. Quinnett, was it, who came in 
to seek the return of the telegram—— 

Mr. Ropers. Yes, sir. 

Senator O’Manoney (continuing). What was his position ? 

Mr. Rorpins. At that time he was the district manager out of that 
Oklahoma City zone. 

Senator O’Manonery. This wire comes from Tulsa. Was that the 
headquarters ¢ 

Mr. Rosprns. No, sir; I believe his home was in Tulsa. 

Senator O’Manonry. Does he still occupy such position ? 

Mr. Rogsprns. No, sir. He was fired about, I believe, 3 or 4 months 
after that telegram came up. 

Senator O’Manoney. But he did tell you that the policy of Gen- 
eral Motors was that orders of this kind should never be in writing? 

Mr. Ropprins. That is correct. 

Incidentally, he was a relatively new district manager at that time. 

Senator O’MaHone y. His foot slipped. 

Mr. Rorprns. Yes, sir. 

Mr. Herserr O’C mdi Jr. (special counsel, NADA). Mr. Chair- 
man, may I confer with the witness for 1 minute? 

Senator O’Manoney. Yes, indeed. 

Mr. McHuen. Mr. Robbins, do you have any other instances in 
which any pressure was exerted upon you by the factory representa- 
tives to take any items? 

Mr. Rorerns. Yes, I had. I had an incident in connection with 
outdoor advertising, road signs, highway advertising. 

Mr. McHfuen. Describe when that occurred and the nature of what 
that incident was. 
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Mr. Ropptns. It was in 1948. We had made a verbal agreement 
th a local sign merchant to construct 5 billboards, 8 by 16 feet, at a 
ost to us of $300, and agreed to pay a maintenance fee of $15 per 
onth. 

Mr. McHvueu. When was that again ? 

Vir. Roppsrns. 1948. 

Iwo of those signs had been erected, when our district manager 

ho at that time, was Mr. Bill Roland—he is now a zone manager, 

at that time he was our district manager—came in to call on us, 
old us we needed some outdoor advertising. 

We explained the fact that we had already made provision for it. 
He went out with his camera and took a picture of one of the signs 
then in existence. He told me that he took the picture back to the 
office and reported that we had no need for the signs they were selling. 

Shortly afterward, we received a telephone conversation from Mr. 
Clyde Darby. That telephone conversation took place between Mr. 
Darby and my father. 

Senator O’Manoney. Who is Mr. Darby ? 

Mr. Roppins. He is the regional manager; that is the next level 
hove the zone. 

My father was advised that he did not intend—or Mr. Darby did 

ot intend to submit a report which conveyed the information that 
one of his dealers was not participating in this national advertising 
program. 

We purchased the signs, but it placed us in the position of having 
to go to a local merchant with whom we had given our word to do a 

ertain action and explain our situation to him, and ask him how we 
vet off the hook. 

He was kind enough to let us off, but I do not think it improved his 

pinion of the Robbins Motor Co. any. 

Mr. McHvuen. Mr. Robbins, were you ever requested at any time 
by any factory representatives to make any contributions of any type 
to employees of the General Motors Co. ¢ 

Mr. Rossrns. I have no knowledge of an extreme amount of pressure 

that direction. There have been two instances that—well, I just 
feel like they are typical—they may represent the action of an individ- 
ual rather than the corporation, and I would rather not go into those. 

Senator O’Manonry. Let me ask you about the signs again. Was 
there any written communication 4 

Mr. Ropprns. No, sir. It is very hard to get written communica- 
ons. ‘There is, for every one instance that I can bring you on paper, 
f my memory was good enough, I could probably cite you several 
that occurred by way of mouth or over the telephone. 

Senator O’Manoney. Well, your books would show the payments 
that you made. ; 

Mr. Rossrns. Oh, I have the original contract with that company, 
ves, sir. I can substantiate—— 

Senator O’Manoney. You have the original contract that you made 
with the local company, but do you have anything on paper which 
confirmed the telephone call, and then the visit, the telephone call from 
the person who took the photograph, that person was a representative 
of General Motors 
Mr. Ropsrns. Yes, sir. 


t 
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Senator O’Mauonry (continuing). As I understand your test 
mony ¢ 

Mr. Rossrns. That is correct. 

Senator O’Manonery. There was no communication except by wo 
of mouth on the telephone / 

Mr. Ropsins. That is correct. 

Senator O’Manoney. Well, if you went over your books, would yo 
be able to give the committee a complete list of the items that you 
purchased at the suggestion, the pointed suggestion, according to tly 
testimony you are now giving, of a superior official in the Genera! 
Motors organization, representing the division for which you wer 
working, ordering you to buy this or buy that? 

Mr. Rogers. 1 have another summation similar to that which was 
part of my notes from a speech which I made to a dealers luncheon 
club composed of dealers from Arkansas, Oklahoma, and Texas that 
is apropos what you are asking for. 

It summarizes what I consider wasteful operating expense for the 
year of 1954 in relation to 118 cars of volume. 

Senator O’Manoney. Let’s have it. 

Mr. Rogsrns. We had a big league sales contest, a POP program, 
$839 worth of direct mail. We have a $2,000 item that we acquire 
by applying the difference between my local contract rate with ow 
newspaper and the national rate called for by General Motors con- 
tract with my newspaper to the sum of money spent percentagewise. 
We have $5,000 unnecessary freight costs. We have $450 in outdoor 
advertising. We have a double action used car mailing campaign 
of $506. These two items represent accumulated funds of mine that 
are ‘tied up interest free, they are a holdback, a repossession reserve 
I figured those at 3 percent. 

A D. QO. T. film program—— 

Senator O’Manonry. What does D. O. T. mean ? 

Mr. Rogerns. I can’t give you the abbreviation, I can tell you what 
it is. They are training aids that are sent out by the factory at a1 
approximate cose of about $10 each. And the last, I recall, was how 
to sell Buick over Kaiser-Frazer. 

Then I have here a figure that I had arrived at in this manner. | 
took a sample book of AFA—those are applications for adjustments 
on warranty work that I have been obliged to do on the product—and 
I took the sum of money that was involved—that is what I asked to 
be reimbursed upon—when I sent the AFA in. Then I took the sum 
of money that 1 got and computed the percentage, and I found that it 
was equivalent to a 22-percent reduction in my hourly wage rate. 

So we picked up $493 in that way. 

Then we had a hot prospect man that year, and we arrived at a tota! 
of $9,583.61, this on a total volume of $680,022.05. This is in the year 
1954, the same year that Admiral Bell quoted you NADA statistics in 
a fraction of 1 percentage as a net profit performance for dealers ove! 
the country as an average. 

This total wastage figure is 1.5 percent of my volume. I believe that 
is the year when NAD A statistics were six-tenths of 1 percent. 

Senator O’Manoney. Now, those are expenditures which you say 
were required of you and which you made against your own judg- 
ment? 
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\fr. Ropers. That is the total program cost. Now, obviously any 
iler needs some program. But there is a good part of this stuff 
it I can obtain locally for less money. One outs standing example 
that is the mailing pieces in this double action used car campaign 
t $506.88. 
loo frequently when the man who is doing the bargaining is not the 
in who picks up the check, not enough consideration is given to the 
0 rice, if I make myself clear 
Senator O’MAHONEY. How about this freight charge? How do you 
ra cure that that was an excess charge? 
Or Mr. Rogers. I think that at the moment I am probably a 
average of $50 per unit more with freight provided than | can go 


ras it and contract for as an individual. 
0? In that connection I have a tendered contract here from that carrier, 
vat ind he offers to haul new automobles for me, 4 cars of any size—and 


we have a graduated rate, with the higher and down to the special— 
the hat is why [ approac hed the total costs as an aver: age figure—but he 
oesn’t care what size they are, he will haul them from $95 a car as 
ompare “«l to $1: DO, 
im, Senator O’Manonry. That is an offer by an independent trans- 
ire porter ¢ 
yu ~ Mr. Ropgsrns. Yes, sir. 
01 Senator O’Manoney. And you are not permitted to accept an offer 
ise of that kind ¢ 
01 Mr. Rorsrys. No, sir. I have discussed that at the national level 
i) twice with Mr. Belfie, in 1954 when I went up there in connection 
Lat vith a threatened contract termination, and again in 1955. 
ve : Senator O’Manoney. Who is the transport ‘that you are compelled 
y use ¢ 
Mr. Roserns. Auto Transport is one; occasionally United. 
Senator O’Manonry. Is either one of them a subsidiary of Buick or 
liliated with Buick? 
al Mr. Rosgins. I am not in a position to answer that question for you. 
[ just don’t know. I have heard some rumors. But I know this 
h, that it is so obviously good business for me to use the other 


prerogative that I can’t help but feel that there must be some explana- 
nts mn for it, or we wouldn’t get that much resistence. 
ind Senator O’Manoney. Where does this operator who made you an 
| to fer have his place of business? 
um Mr. Rossins. In my hometown. As a matter of fact, his office is 
t it bout 214 blocks from mine. 


Senator O’Manoney. What is his ability? 
Mr. Roperns. I would say it was—he is a reliable carrier. His 


rt equipment is not perhaps as new as United’s or Auto Transport’s, but 
ear e hauls for one local dealer there principally, and the dealer tells 
31 e that he does him a good job. 
vel Senator O’Manoney. Do I understand that you are willing to 
ist to his care the transportation of the cars which you have bought 
hat rom Buick and which are your property ? 
Mr. Rossrns. He is insured. 
say Senator O’Manoney. And you were willing to trust him to deliver? 
dg Mr. Rogpprns. Yes. 


Senator O’Manonry. What you are telling us, then, is that the 
order from the central headquarters of Buick prevented you from 
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doing business with a local operator who in your judgment was 
perfectly capable of rendering the service you needed ? 

Mr. Rogspins. That is correct. 

Senator O’Manonery. We will take a recess for 5 minutes. 

(A short recess was taken.) 

Senator O’Manonry. I wish to say to the press: I have just bee: 
advised that a purported statement by President Curtice of Gener: ul 
Motors has been sent to the press gallery marked “Release for 10 a. m. 
That is not in accordance with our understanding. 

Mr. Curtice’s testimony will not be released at 10 o’clock, because 
it will not be delivered before this committee at that time. It has not 
been handed to this committee, and we do not propose to have any 
playing around with the proceedings of this committee. 

And I shall ask the press gallery to make certain that this state- 
ment is not released as testimony before this committee. 

I have no control, of course, over any statement that Mr. Curtice 
may make on his own behalf, but if there is such a release in the press 
gallery at the present time, it is not a legitimate release. 

Let us proc a. 

Mr. McHuen. This was at their request, too. 

Senator O’Manonry. This was at their request. That is right 

All right, Mr. McHugh. 

Mr. McHwuen. Mr. Robbins, is there any other statement that you 
would like to make for the purpose of this record ? 

Mr. Rogsrys. I would like to point out that the principal criticism 
that I have been subjected to in all of these letters, conversations with 
the general sales manager, and at the board hearing, was the failure 
to secure market penetration. 

I have elaborated fully on the various elements in my particular 
problem in the presence of factory officials, and I think that the effort 
I am making is reasonable. 

Since 1950 it has been the bootleg center of that area. They have 
responded in the following manner: In addition to the bootleggers, 
there have been 8 stimulator dealers that would be enclosed in a circle 
within a radius of 100 miles drawn around Fort Smith and 7 out of 
those 8 dealers have gone out of business. 

Their efforts make a contribution to market penetration. But it is 
not my ultimate objective to duplicate their performance. 

I attempted to point this out to Mr. Curtice in Detroit. I asked him 
to reconcile the dealer mortality rate. 

Mr. McHvuen. Was this ata dealers relations board hearing? 

Mr. Roggrns. It was at the board hearing. He advises me that there 
is no dealer mortality rate, that his aggressive dealers are making a 
50 percent return on their investment. It is not consistent with the 
facts in my area. 

In April or May of 1955—that is about the time when they took the 
initial step to closing the door in my face—that is the first letter from 
the zone manager declaring his intentions not to renew the contract— 
here is a price registration sheet for the month of May of 1955 that 
indicates a 23. t perc ent of the market on Roadmasters. 

My shortcoming is in the 40, 50, and 60 series, the lesser priced auto- 
mobiles. That is a part of the problem I have attempted to solve, in 
struggling with them over my right to buy what I think I can sell. 
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I'd like to introduce a letter from the zone manager into the record. 
[t is dated April the 18th. 

Mr. McHueu. What year? 

Mr. Ropprns. 1955. This particular registration sheet for what 
value it may have—there is enough monkey business going on with this 
reaistre ition count so that the only one I actually trust and am governed 
by is the one that I secure from the revenue department in my locality, 
ind recap myself. 

Senator O’Manoney. When you refer to “monkey business,” on 
whose part do you want us to understand that it is being carried on? 

Mr. Rosptns. It is partly the dealers and partly the factory. This 
false registration picture that Mr. Priddy introduced in his testimony 
has been fairly general. These figures many times do not indicate an 
ictual selling result at all. 

Then when you add to it the fact that the factory is falsifying the 
information, the fact that the dealers realize they are being graded, 
they do a little bit like some children in school. It is possible to get 
vourself a good report card, if you use the right devices without secur- 
ne an education. 

Mr. McHwueu. Have you ever been told by any factory representa- 

ves to falsify registrations ? 

Mr. Ropprns. Not directly. I have had my market penetration 
shoved in my face for so long that the inference was clear enough. 

Actually, in order to falsely register you would have to be given 
advance information on motor and serial numbers. Fort Smith is a 
border city. The end of our main street terminates in a bridge that 
crosses the Arkansas River. Halfway across the bridge you are in 
Oklahoma. 

In my situation, a large part, or a substantial part, of my customers 
reside in Oklahoma. In that locality you cannot dabble in 
registrations. 

| never register my automobiles. I have no way to know what 
State the man is going to live in that I sell the car to. 

Mr. McHvuen. Mr. Robbins, has any complaint ever been made 
by any factory representative to you concerning the amount of profit 
that you are making on your business ? 

Mr. Rosprns. Yes, sir. Mr. Albert H. Belfie in our discussion 

I lint—we were discussing 1 month of the year’s volume in which 
[ had sold 17 cars, and I believe the average gross was just over $1,500. 
And I was told that if I would reduce my gross to about that, I would 
sell 34 cars. And in all my attempts to deal with these problems I 
am continually advised that they are insignificant, they aren’t im- 
portant, that all I have to do is take the supermarket approach to 
merchandising, and I can overcome it. We specifically discussed my 
fixed overhead. 

Mr. McHueu. He suggested to you that if you cut your profit down 
and sold at a lower price, you would be able to distribute a good deal 
more cars? 

Mr. Rogsrns. That is correct. 

Mr. McHven. Did he ever discuss with you that he would lower 
the price to you, General Motors? 

Mr. Rogprns. Never. There is one time since I have been associated 
th their Buick motor division that they have made a price conces- 
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sion, and that was slightly less than 2 percent in 1953, when the zon 
had eight-hundred-and-some-odd cars surplus. In that connectioi 
they tried first to compel me to buy 27 additional automobiles in spit: 
of the fact that I had the heaviest inventory that we ever approache 
a cleanup month with, and an equivalent volume of used cars. Wi 
didn’t buy them, that is, we didn’t buy 27. We sold what we had 
on hand and bought an additional 2 after they made the price conces 
sion, but it was 2 too many. 

Mr. McHvaeu. I have no more questions. 

Senator O’Manonry. Mr. Robbins, I think I ought to state fo: 
the record at this point that earlier in the week Senator McClellan, 
of Arkansas, called me up personally, expressing regret that he coul 
not be here at the time you were to testify, because it was necessar‘ 
for him to attend another meeting involving flood control, as I recal| 
But he did assure me that in his opinion the committee could place 
complete reliance upon your integrity and the truthfulness of your 
testimony. I thought you might like to know that. It came to me 
from Senator McClellan. And at my request he sent a general tel 
gram expressing the reports which he has been receiving from deale1 
That is already in the record. 

Weare very grateful to you, sir, for your presentation. 

Mr. Roggins. Thank you, sir. 

Senator O’Manonry. Now, there are several other witnesses. It 
is 10 minutes after 5, Mr. McHugh. We could recess and call thos: 
witnesses tomorrow at 10 o’clock, if we want to block this relief, but 
I don’t want to do that. 

I do want to say, however, that Mr. Curtice is not the witness to be 
called at 10 o’clock tomorrow morning. 

With respect to the witnesses that are remaining, unless you have 
special reason for asking some of them some questions now, I would 
suggest that we request them to prepare statements to be placed in the 
record, but that each of them will be called to the witness chair now, 
and we can see if that arrangement will be satisfactory to them. 

Mr. McHvuen. Fine, Senator. 

Senator O’Manonry. I would like also to talk with Admiral Bel! 
before he leaves the room. 

Call each witness. 

Mr. McHvueun. Mr. M. L. Ward, of the Albany Motor Co., Albany, 
ra. Mr. Edgar D. Zimmer, Donovan Avenue, St. Louis. Mo.; Mr. 
Elden C. Condrad, Fountain Avenue, Springfield, Ohio; Mr. W. I 
Bunting, Bunting Pontiac Co., Selbyville, Del. 

Senator O’Manoney. Have you called them all ? 

Mr. McHveun. They are all here, Senator. 

Senator O’Manonery. Gentlemen, you have heard my statement 
made for the purpose of conserving time. 

May I ask each of you if you would care to make a brief statement 
now before we close the session this afternoon, with the understanding 
that you will be permitted to file a written statement later on at your 
convenience with the committee, giving in full detail the material 
which you cannot give now? 


| 
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STATEMENT OF M. L. WARD, ALBANY MOTOR CO. 


Senator O’Manoney. What is your desire $ 

\ir. Warp. It would be kind of hard for me to file a statement at 
esent. Lcould file one and mail it in later. 

Senator O’Manoney. That, of course, is what is meant. 
\ir. Warp. I could do that. 

Senator O’Manonry. What is your name, sir? 

Mr. Warp. M. L. Ward. 

Senator O’Manonery. Do you want to make a summary now of the 

imony you desire to give in this matter ? 

Mr. Wann. Well, I don’t have much to give, and it is mostly from 
sell itor O’ MAHONEY. Well, do you have a gooa memory ora bad 
Vir. Warp. Well, it serves me pretty good. I would prefer to 

‘mine in a statement, if it could be done that way, because I am 
t of the automobile business, and I have no secretary, stenographer, 
facilities for making one. 
ator O’Manonrey. Well, we would provide those facilities to 


JS 


\ir. Warp. Well, in that case I could make a statement. 


Senator O’Manoney. I dont’ want to deprive you, sir, of the op- 
tunity testifying. 

Mr. Warp. Well, I have been up here a couple of days. I was 
pe ilk ¥ ‘ame by request. I am out of the business, there is noth- 


for me to gain by it. I told them 1 would come if it would help 
the future some young dealers that maybe we could help. 
Senator O’Manonry. Is your experience similar to that of others 
ho have testified here 4 
Mir. Warp. Yes, sir; very similar. The thing is, I was canceled out 
ause I was not getting as many new-car sales and registrations as 
they thought I should have. I was canceled in my town, my contract 
is not renewed because I was not outregistering my F ord dealer, and 
is making too much money for myself and not enough for the Chev- 
let Motor division. That was the thing they told me. 
Senator O’Manoney. Were you asked to sell more cars than you felt 
hould be sold or could be sold ? 
Mr. Warp. I was asked to sell more cars than I thought could be 
profitably sold. I told him I was trying to sell and would sell every 
i I felt was a profitable deal on a good business basis. 
Senator O’Manonry. You have heard this testimony about the 
ilers being required to purchase advertising material and parts and 
pr such material which they did not in their own good judgment 
eed and did not want. Have you had such experience ? 
Mr. Warp. Yes, sir; I have had with advertising material. I have 
ot had any trouble with parts, except they are opening up another 
— warehouse in our town and selling them cheaper than they 
us. 
Senator O’Manonry. Who is opening up another parts warehouse ? 
Mr. Warp. General Motors, the Chevrolet division of General Mo- 
ors, has a big wholesale—there is a big wholesale parts man in Albany, 
hich is the independent dealer, and he has built up his business as 
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being an independent dealer, and they have given him the distributio: 

of Chevrolet parts. And his he: adquarters are in Albany. He ha 

some 16, I believe it is either 14 or 16 other stores in the territory, 
practically each one of them is in the town of a Chevrolet dealer. 

And they have what they call their wholesale parts contract with us 
They sell us parts. And the parts that we sell wholesale to people thar 
are going to resell them, or to garage men to be used in the repairs o1 
automobiles, if we could convince Chevrolet that we have sold those 
parts wholesale, they rebate us approximately 25 percent, whereas o1 
the other dealer, they ship him parts, and we get his invoice, an extra 

5 - rcent is taken off his invoice at the time of purchase off everything 
7% tvs. He doesn’t have to make any report or convince them it is 
wholesale. He has already bought it, 25 percent. 

He can buy parts from my competitive dealer in Albany 2 percent 
cheaper than I can buy them from Chevrolet Motor division. 

The gentleman here reminds me that you have had the boy from 
Virginia who was telling you about the bogus registration. 

Senator O’Manoney. Yes. 

Mr. Warp. And I do not like it, I have never liked it, but we are a! 
constantly requested to do it, and I have those telegrams sent out so 
you could register the cars before they were sold. 

Senator O'Manonry. And you were asked to do that? 

Mr. Warp. Yes, sir; we were asked to do that, and we were aske 
to pay for the registrations, the tags, ourselves. However, in Georgia 
you can transfer that tag to the man you sell the car to, it is trans- 
ferable; you can transfer that slip. 

Senator O’Manonry. Will you be good enough to preserve those 
telegrams about registration ? 

Mr. Warp. Sure. 

Senator O’Manonry. Because the committee will want to look into 
that matter. 


All right. 


STATEMENT OF EDGAR H. ZIMMER, EAST SIDE BUICK CO. 


Mr. Zimuer. I would be glad to prepare a statement—— 

Senator O’Manonry. What is your name, sir? 

Mr. Zimmer. Edgar H. Zimmer, 5505 Donovan Avenue, St. Louis, 
Mo., and I can send it in to Mr. McHugh. 

Senator O’Manonery. You are a dealer in what? 

Mr. Zimmer. I was a dealer in Buicks in East St. Louis. 

Senator O’Manonry. And you were terminated, like these others? 

Mr. Zimmer. I was one of those fellows who quit before they were 
fired. 

I saw the way things were going, and the attitude the factory was 
takine for volume, and the misinformation they were basing their 
registrations and different things on. You could not get a sensible 
discussion with them on it, and get them to look into what you were 
speaking of, and I filed in my brief the control the factory has on 
the possibility of earnings of an automobile dealer, and trying to 
follow their theory, and hope to weather this crazy storm of selling 
for no money. 

We tried it for a year, and got our profits down to where I do not 
think it was worthwhile trying to stay in business, and I figured if 
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here was a calamity—I am sure it will occur if it is continued—all 
tutomobile property would not have any value, and I figured it was 
best to get out. I sold my property, and the dealership, and I have 
rel ired. 
Senator O’Manoney. Did you sell it at the suggestion of any of the 
ficers of General Motors? 
: Mr. Zimmer. They asked me to retire when I was dissatisfied with 
e earnings in proportion to capital investment, and expressed my 
lissatisfaction and persisted in my rights which I have done most 
f the time I have been in business. 
g You can persist up to a point, and then you have to take this thing 
is a nuisance value and do their bidding. But any dealer that really 
tands on his own feet, beyond a certain point, is either very brave or 
olish, I do not know which. 
Senator O’Manonry. Well, did you sell to a buyer suggested by any 
erson representing General Motors? 
Mir. Zoaumer. They had several prospective buyers, but I could not 
vet anywhere close to them; and I had some difficulty with getting 
General Motors to—they gave me a buy-out option—l have a copy of 
t, and I will file it with my brief—and telling me what I could sell and 
hat I could get for it, and I could not sell and could not sell over a 
rtain amount, and my lease would not—-something in regard to the 
ease of my property—and I finally found a buyer of my own. The 
a mes they had did not have capital enough to satisfy my desires on 
with the security I had. 
so I found a buyer, and finally after some discussion foisted 
vbe I should not say that—lI used a lot of persuasion on them, got 
lem to agree to accept him to a contract, and also the deal that I 
ade with him. 
Senator O’Manoney. Very good. 
Mr. Zimmer. I am out of business except I still have some money 
oming on my property in the way of a mortgage. 
Senator O’Manoney. Well, we will be very happy to receive your 
statement, Mr. Zimmer. 
Mr. Zimmer. I will be glad todothat. Thank you. 
Mr. Zimmer’s statement follows :) 


3. History oF East Sipe Buick Co., East Sr. Lovts, It 


irted as a partner in business in 1919 with my brother-in-law under a con- 
with Vesper Buick Auto Co. and we had very friendly and satisfactory 

elations with them. 
} With the beginning of the 1930 models our contract was with Buick Motor Co 
; nd during the depression with B. O. P. Sales Co. In 19386, after the car business 
rted to come back, volume came into the picture and by 1940 the same poor 
isiness tactics—long-trades long-term short downpayment financing—were in 


Ss the picture. I was notified at that time my contract would not be renewed be 
= ause of low market penetration. I had a meeting at the Chicago regional office 
_ th the general and regional sales managers. I have a copy of the brief with 
1© 


e which includes evidence of wrong registrations. I will elaborate on this 
iter. This was being done in 1941 by some dealers to get the factory pressure 


n f. This sounds like a repitition of the same story now. My information and 
i. explanation presented to the Buick officials was accepted and I was given a 
of execution. 
£ rhe war came along the end of 1941 and took the dealers with high priced 
erstocked used cars as well as bad finance paper off the hook. This was 
1 due to inflation of used car values when new car stocks were frozen. 


[ became sole owner of the company in 1941, incorporated in 1947 and in the 
st 5 years have averaged 220 cars per year. During the 35 years the East 
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Side Buick Co. has built a reputation for honest, fair and square dealing, 
new aud used cars as well as in service. My business as well as my persona 
record in East St. Louis will stand the closest inspection. I have served as 
president of the East St. Louis Auto Dealers Association since about 1923, helped 
organize the St. Clair and Madison Auto Dealers Association, served on com 
mittees of the Illinois Automotive Trade Association, served on the Community 
Chest and Red Cross fund committees, the mayor's traffic and safety committee 
and the chamber of commerce. 

I was forced to retire from the business or be fired because of unreasonable 
demands to double my sales or not have my contract renewed. 


CONTROL OF FactORY OvER DEALER’S EARNINGS AND, IN Fact, SURVIVAL 


The public wonders at the things automobile dealers do—such as, selling cars 
for nothing, short downpayments, long terms, false and gimmick advertising 
and some things frowned upon by factories a few years ago, such as—would 
you take handbills, not furnish services or equipment included in the deal, sales 
men stopping people in cars on the street in front of their place of business with 
sales pitches, gimmick advertising, etc. Buick is not interested in a dealer now 
unless he is volume-minded and he is signed to a contract only if he is that 
type of operator. As the factory pushes for more and more sales, he is forced 
to resort to every trick in the book and the other surrounding dealers have to 
follow suit or get ont or be canceled. 

There is nothing a dealer who wants to operate a normal business can do 
about it. Through the years the factory wanted more service facilities—paint 
shop, more service or shop stalls, neon signs in shop, fancy and expensive grease 
rack and neon signs for lubrication, larger and more used-car lots, better lighting 
and electric used-car signs, larger parts department, more bins and parts stock 
mailing pieces on parts as well as for new car sales, post cards for new car 
sales, post cards for used cars and new cars, customer followups, parts pro 
grams, etc. These increase operating costs. This puts the dealer in a bad 
position to compete with dealers placed, in recent years, in small surrounding 
towns where rents, insurance, wages and expenses are at a minimum. 

In most cases these dealers operate with very few or no salesmen at a 
They are given all the cars they want and the factory is all set to force the su 
rounding dealers to do their bidding (exhibit B). These dealers become the y 
ume dealers and, in many cases, are in business with little money of their ow: 
The bulk of the money is furnished by Motors Holding Corp. of GMC—Motors 
Holding policy is to control the running of a Hotors Holding dealer’s business 
according to a set plan, and regulating the length of time a Holding dealer car 
keep a new or used car in stock—or some finance company expecting to receiv 
the dealer’s time paper. These volume dealers line up the used car dealers and 
some new car dealers or their salesmen in the surrounding towns of the regular 
Buick dealers (The regular Buick dealers are those who have through the 
vears dealt honestly with his customers—giving them good service, taken care of 
their complaints on new cars, on poor assembly and bad paint and workmanshij 
even when the factory refused to cooperate and who want to run a normal, 
gimmick or fast-buck business.) These outlets begin soliciting business. The 
have a ready supply of any model as they need it, carrying one or two popular 
models on display on their used car lots, They are supplied these cars by th: 
volume dealer at $25 to $50 over his cost, when they are delivered to the buve 
the billing is done by the Buick contracted dealer supplying him with the cars 
The supplying Buick contracted dealer registers all these car deliveries in his 
town and shows a remarkable job of market penetration in his town. This the 
yardstick used by the factory (exhibit C). 

To meet this competition we tried to take all the deals we could as long as there 
was something left in the sale. We found these deals we took did not work out 
They required overallowances to a point where a used car customer would be 
required to pay more than the car was worth or financing had to be stretched 
to the point where we had difficulty getting a finance company to take the pape! 
and when they did, it was in most cases a repossession. I explored the poss 
bility of starting a finance company of our own as many dealers are doing. | 
decided, if experienced long established finance companies did not consider this 
type paper a good risk, we would be sticking our neck out and T had no desir 
to go into it where dishonest methods had to he pursued, packing finance and 
insurance charges, ete. 

In March 1954, I expressed dissatisfaction to the zone manager about cross 
selling. Five used car dealers in East St. Louis—Buick outlets—were competing 
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h us on new Buick sales. I was told by the zone manager where the dealer 


n = getting price class or over, there was no selling of new cars from used car 
;: inferring, if vou sold cars for nothing, even a used car dealer could not 

Yi my} ete, 

i In another discussion with the zone manager, he informed me they expected 

ty least 40 sales from me per month—double the average amount we sold in the 

tes ist 5 years. I explained to him that with what was registered in East St. Louis 
is the cars sold in East St. Louis and not registered (exhibit C and D) it would 

ble ean taking a lot of long trades, and long-term, short downpayment finance pa- 


ers which would be inviting trouble and financial loss to get this extra business 
n East St. Louis. His answer was: ‘Who told you you had to sell that in East 
St. Louis. 
After expressing my dissatisfaction with the possibilities of earnings on money 
vested and a discussion by the Buick zone manager on what our corporation 
ide plus my salary and my son-in-law’s (I took him into the business in 1949 
uid d sent him to G. M. I. T. for training to take over the business if anything 
1appened to me or I retired), and the amount this totaled he thought it was a 
ery good return on the investment (exhibit E). I expressed my opinion that 
onditions were not improving as far as my complaints were concerned. He then 
lat suggested I should retire. I told him I had no desire to retire. He made it clear 
hey expected volume out of East St. Louis—claimed the Oldsmobile dealer was 
elling 60 cars a month and they had to have volume sales for Buick or else. 
Vhen I asked him on what grounds he would base his cancellation, he stated 
d rket penetration. Not being volume-minded to the point to endanger my in- 
t ent, on September 20, 1954, an agreement to a replacement of our dealer- 
pm was agreed upon if a purchaser could be found and who would pay a fair 
e for our physical assets and lease our land and building at a fair rental. 


ck | told them I had a prospective buyer. Mr. Barbata said they would find me a 
al er as they had a lot of people in the Bnick organization who wanted Buick 
I iets \fter agreeing to the sale, Buick still dominates the figures at which 


1 sell your assets and the amount of rent and lease you can get. A buy-out 
g tion was given me on September 20, 1954, showing parts sold to me and ex- 
sed as needed to properly conduct our parts and service business by their 
ntative about a year earlier when the parts projection program went into 
ffee nd also parts listed on the regular monthly dealer order pad as fast-moving 
ved, only worth, some at 50 percent, some at 75 percent and 1951 to 1954 at 
0 percent of our cost. 
rs \ecessories except 1954 or those having universal application, 100 percent, the 
25 percent of cost 
Parts and accessories equipment, furniture and fixtures, shop tools to be 
ised by competent outside appraiser as it stands. 
Signs at an agreed figure 
‘hese were the only things to be considered of value in the sale. 
lowing were considered of no value: Broom sweeping compound, trash 
stationery, repair orders and repair order pads, binders, stamps, mops, 
oms, brushes, boots, aprons, soap, showroom lighting, spots electric clocks, 
brication, back shop and building improvement, electric outlets, tool boards, 
i ust outlets, installing equipment, goodwill, organization. 
When lease was discussed on property, it was valued by a competent appraiser 
$150,000 replacement and sale value and should command a rental of $1,250 
‘ er month. The zone manager talked about $800, stating the town would not 
support a rent of more than that amount so a dealer could make money. When 
< lestioned if Buick wonld sign or guarantee a lease, I found they would not 
nd that 3 years wes the length of any lease they would approve. Also that 
purchase of assets would have to be according to the buy-out option before 
ey would approve the sale. 
[ found a buyer myself for the assets as well as the property after some adjust- 
ent in the price of the property and received factory approval of the sale and 
ed he purchaser for the Buick contract. The new owner took over October 15, 1954 
er The Buick district manager called on me at my home in January 1955, with a 
¥ eck for $5,515.35 and a letter stating this was a settlement in full for wat 


I ley owed me and had a place to sign a release for the money as well as a stzute- 
his ent. I would not sue them for any reason. I did not sign the statement at 


he time as according to our records, they owed us $1,345.89 more on AFAS. In 

\pril the district manager brought tae a check for the adcitional amount and 

he original check and the letter—no copy for me—stating I would not sue. They 
dently never heard of the word duress. 
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Originally our contract with Buick called for us to carry a representative 
stock of parts to properly service the Buicks in our zone of influence and we 
were the wholesale and retail outlet in our city for Buick parts. The factory 
had us pay for and send out a mailing piece to all the garages in our city and 
wanted us to have a salesman call on them and phone them for wholesale parts 
business. They furnished a monthly order paid with the items classified as to 
their desirability with the fast-moving items marked with dark print. On thess 
pads, we could keep track of the sales of these items by the month and keep a 
balanced inventory. 

They added to this about 2 years ago a 90-day projection order pad on the 
fast-moving and competitive items. This caused an increase in inventory invest 
ment. A representative called every 90 days and helped the parts man fill out 
this pad or on other occasions the district traveler contacted the parts man on 
the stock and items we were not buying from Buick. After new models were 
announced in 1954, we were pressed to purchase seat covers at regular prices 
on previous year models, not 25 cents on the dollar as on the buy-out option, 
also undercoating material. We had a Buick customer in the parts business 
and had to give him some business. Each year anti-freeze was a cause for 
discussion as to the amount of gallons needed to take care of our customers. 
If you did not go along with them on these things, you were not considered co 
operative. Parts men are rated according to sales and performance—it was 
suggested I get a new parts manager. 

In the models after the war, it was almost impossible to get a car order through 
without full equipment—radio, heaters, group accessories, etc. I was pressed 
for seat-cover orders for the number of new cars we received. At the time I 
sold my business, I still had a good supply of these on hand. Some were made of 
such poor materials (denim, some straw) they were not competitive. 

Bumper guards were another pressed item—selling for $65 a set of 4 installed. 
They had so many to sell and we had to take so many. 

Our allotment of cars was based on factory production regardless of the way 
our orders were running. For example, Buick builds 40, 50, 60, 70 series cars. 
Your order had to be according to production scheduled. For example, it called 
for 39 percent on 40 series, 33 percent on 50 series, 12 percent on 60 Century 
and 15 percent on 70 series. That is the way orders had to be placed, thus caus 
ing an oversupply of some models and a delivery problem on other models on 
which you had orders and you were penalized for having more than a 10 or 20 
(this has now been lowered to 5) days ’supply of new cars on hand. This is not 
done because the factory is worried about your investment in new-car inventory, 
but to force you to move the slow-moving models you had to take before you can 
get the cars shipped you have orders for. At the end of a model year, you had to 
tuke new cars for the cleanup and on some occasions in quantities that hurt 
especially since the shortage of new cars has been satisfied. These were paid 
for at the same price as the first cars received on announcement day. This did 
not create a big problem in the years when cars were sold at a reasonable profit 
through the year, but the past 2 years when cars are sold for hardly any profit 
from announcement day there is nothing left to cut the price for cleanup. The 
factory continues volume building almost to the next model run so where any 
profit is made the first part of a model year it is dissipated as sales slow up and 
talks begin about new models and finally the cleanout for new models. During 
the first 5 or 4 months you could never get enough cars to fill orders or take care 
of demand—the last 4 months you had them coming out of your ears. 

During the shortage of new cars, factory zone office personal cars were 
easily sold but very few were ever seen at the regular dealership. After the 
shortage was over, we were expected to help dispose of these cars at an 
additional small 5-percent discount. These cars were so loaded with equip- 
ment that their cost was higher than the corresponding new cars with the 
usually wanted equipment, were not well taken care of and in most cases lost 
money. 

At contract time each year a meeting is held. The zone manager reads any 
changes made over the previous contract and a brief explanation of why. Ad- 
vertising policies are discussed, new special tools needed, parts order to take 
care of new models, expensive accessory displays, service followups, and Buick 
magazine mailing pieces and any other item called to our attention. Their cost 
totaled over $5,000 in 1953. We then were cailed by one of the zone personnel 
and sat at a table to sign the papers on the various items as well as the new 
contracts. No provisions were made to give you an opportunity to study or 
get advice on how the changes might affect the previous or following paragraph 
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- sections of your contract or consult with your parts or service manager on the 
need or desirability of the things signed for. I don’t think Buick would sign like 
papers on the spur of the moment. 

In the production race, cars are poorly assembled—bad fits on moldings, doors, 
trunklids, bad chipped paint, bad welds that require metalwork and refinishing, 
ears With wiring crossed and every kind of adjustments imaginable—these had 
to be done at 50 percent of flat rate (recently changed to 65 percent). This is, 
n reality, less than cost and puts the conscientious dealer at a disadvantage with 
the volume operator who does nothing but wash the cars, lubricate them, and 
correct only those things absolutely needed to get it delivered. Prior to the 
war. it was the exception rather than the rule to get a car where more than 
2 to 8 mechanical hours’ time was needed. Now the time runs 8 hours or more 

the cars are to be delivered in proper condition. Additional time is spent on 

gs showing up after delivery taking more time and money. 

Factory agreement on 50—50 local newspaper new-car advertising—don’t know 

en it changed. It is not now 50-50. 

Money we contributed through the year is spent and all I’ve ever received is a 
etter at the end of the year showing there was a deficit or red figure—no money 
left in the fund. This fund totaled $31,172 from 1949 through 1953. 

You are at the mercy of the factory and have to cater to their every whim and 
request 

With a contract renewable each year and one source of product supply, a 

iler with a big investment in automobile equipment and property is in no 
position to assert his rights 

It would take a brave person to persist in questioning their policies and de- 

is if you expected to stay in business. 

General Motors not only controls the enormous various holdings under dis- 

ssion but also the auto dealers’ places of business which I understand is equal 

-more than dollar investment of GM Buick division. 

They are in a position to run roughshod over their dealers or any of their 
competitiors. Dealers are the factory’s customers. If we treated our customers 
like they do, we would not have survived 35 years in business. 


(E. H. Zimmer) 
ExHisit B 


Objective figures from monthly quota established by Buick and mailed 
dealers. 
Should be number of cars sold per year by percentage of population buying 


new cars 


New cars allowed dealer in town. 


ebru Should ‘ 
[o Pe ) : 
obj s vea 
I S 
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Vaterloo 
Coll nsville 
Herrin 
Paris... 
laylorville 

I ra - 
rfield 
Rob Bivec 
Jacksonville 
Edwardsville 
Jersey ville 
Litchfield 


McLeansboro 


ri 






Springfield 
Decatur 
Quincey 
Athen 
Beardstown 
Carrollton 
East St. Lou 
Sullivan 
Belle lle 
August 
Lincoln 
Mount Carmel 
Mount V 
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Population 








AON A> SS 





bo bo 


l 
10, 000 
38, 000 
12, 500 
30, 000 
4, O98 
~ 4,440 
4,212 
7,515 
3,820 
1, 302 
16, 343 
2, 906 
10, 300 
4, 891 
9, 251 
2, 418 
7, 831 
2 $38 


LAWS 


February 
obje ctive 


Sasso 


be ee OF 


mee 


ty..m.. 


hho > SO 


vo) 


n~owwom 





Should be 
for a year 


14 


58 | 


64 
56 
50 
33 
24 
26 
119 


53 


Exuisit C. THE WARPED OR CROOKED YARDSTICK 


New cars 
allowed 


Through the years, this started back in 1936 before the war and after business 
began to pick up, the factory began pushing for a larger percentage of price 


class, 


These same type registrations were used for figuring price class and by 


1940, some dealers, to protect themselves from pressure, resorted to false regis- 


trations 
The figures 
R. Li. Polk & Co. 


false registrations started to show on the lists. 
attached are for the first 6 months of 1954 and are compiled by 
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Registrations compiled by R. L. Polk & Co. for Madison County, Ill. 


Ford. Plym-|!,~ 
Month Buick regis- | Buick, wrong| Total, al! eae min 
, | trations registration: nakes ot 

| —— ; on make Chevrolet 


ars in Buick 
price class 

















snuary (ck tee died terial 14 | 10 64 33 | 31 
+. bruary ‘ . | 5 0 52 27 | 25 
March - = 19 13 87 44 33 
ril. —_ aiden oe 20 ll 89 48 41 
Ly patna — 27 | 15 95 36 59 
2 hn a eee oe | 20 | 13 128 68 60 
1° ee i ie ie 21 a v4 54 40 
48 August--. -<-- . . 32 | 23 13 3 | 60 
september nia A 27 | 16 7 29 45 
48 a Delian . a we =n! a 
. Total... sciieatle nin digas 185 | 1110 796 392 | 394 
2 or | 
+ 110 cars registered wrong. 


Not! Actual deliveries by Buick in Collinsville, 75. They received 1!4 times more cars than his city 
ild absorb. Iam not sure I have all the wrong registrations picked out. I have only used the following 


uring addresses found on the attached lists. 420 Main; 527 Burroughs; 439 O’ Farrell; 1280 Vandalia 
809 Indiana 


ixHispir D.—How Dip Wrone REGISTRATIONS AFFECT BUICK DEALERS WHO HAVE 
Stuck WitrH Buick THROUGH THICK AND THIN For MANy YEARS? 


Several of them are now under fire for volume, price class or market penetra- 
ion and several have been canceled. The town that I have used as an example 
s not the only one which is wrong registering cars but it is the outstanding 
example of wrong registration in a town where volume reaches a large propor- 
tion. This started in 1952 with the appointment of the present Buick dealer 
n Collinsville, Ill. I discussed this wrong registration and selling in my ter- 
tory by this and other towns on numerous occasions with former and present 
me and district managers and showed them these misregistrations and called 

o their attention how this affected my standing in market penetration in East 
St. Louis, Ill. Nothing was ever done about it. I picked ont names of people 
ve knew who lived in East St. Louis and to whom we had been trying to sell 
iutomobiles I also went to the trouble to get motor and frame numbers of 
ew cars on used-car lots. When I pressed for some action on these matters, 
henever price class or market penetration was discussed, the district man- 
iger intimated to me that the Buick zone office was of the opinion that I should 
put my effort into selling cars instead of wasting time on water over the dam. 

Market penetration and price class are the yardstick by which our perform- 

ince is measured and the registration lists are the course of supply for the fig- 

i ires on which our performance is based. I have the registration figures for the 
city of East St. Louis for the month of June 1954, at which time my last dis- 

ission was had on price class with the district manager which showed our 

rice class for the month at 28.6 percent against 24.2 percent national average 


- d the registration for the first 6 months of the year at 20.4 percent against 
re i national average of 23.2 percent. I also called their attention to many names 
yy n the Collinsville registrations and that if these were registered in East St. 
g- Louis, our price class would be up to national average. These out-of-town sales 
} ot only cost us the loss of the car sales but they also cause us to have a lot of 
= inprofitable factory warranty work (called A. F. A.’s) brought into our shop 


y these buyers. If we want to keep their goodwill and the possibility of a 
future purchase of a new car, we have to take this unprofitable volume of work 
nto our service department. The factory formerly paid 50 percent of the flat 
bor charge but recently raised it to 65 percent and parts at cost now changed 
0 cost plus 10 percent. This was passed over without comment. 

\ close inspection of these registrations lists will show many wrong registra- 
ons are included in these totals by other dealers in East St. Louis. 
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Registrations for East St. Louis, Ill., compiled by R. L. Polk & Co., first 6 month 
of 1954 


March 4 pril May June 


Out) In |Out Out! In |Out 


2, 069 


ExHIBIT B 


Total sales | Dollars 
all depart- per 
Units ments profit 


70 


iit sale from 388.33 in 1947 to $10 in 1953. We tried to get \ 
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M 


4-door 
Sedan 


4-door 


do 
.do 
.do 
..do 
Sedan 
| 4-door 
Savoy 
| Club Sedan... 
Suburban... 
Coupe 
4-door 
2-door... 
Ranch wagon 
4-door 
2-door 


4-door.--.. 


Chomps 
we 
L. Brazier-- 


Ray Factor, Jr 

Robert D. Ru 
No. 1. 

Eldred Russell 


Arthur R. Snodgras 
Route No. 1 
Roy J Adams, 

No. 2s 


Ru 


Gertrude La 
mont Blvd. 
Leslie J. Schwier, 
Ave. 
Meyer, 427 Walnut Dr 
1e C 1a, 112 Wing Ave 


Blance, 3404 Fair- 


315 Brown 


Joseph F. 
Park St. 

H. A. Shannon, 1017 West Main 

Theodore L. Dubbink, 536 St 
Louis Rd 

John Tenikait, 358 East Wick- 
liffe St. 

Jasper B. Mohler, 
Guernsey. 

William Lee Burgess, 909 Port- 
land. 

Albert E. Schwander, 
Route No. 2. 

Tony Karabee, 
No. 2, Box 146. 

Fred Ogden, 407 South Combs 


Bodine, 144 West 


519 North 


Rural 


Rural Route 


Collinsville Homes, 
West Maine St. 
G. M. Wilbert, 115 South Jeffer- 

son. 


Allen L. Eubanks, RFD 2---- 


Inc., 101 


James B. 

Aurora. 
Adele Harrington, 
Clay St. 


Kaye, 411 North 


408 West 


Eldon Klein, 624 East Louis Rd- 


line 
Ill. 
Ahrins 
ville 
Bitzer & Co., Collinsville. 
Weber, Inc., 
Louis, Mo 
Tri City Auto 
Granite City. 


Bitzer & Co., Collinsville. 


sis Nash, Eas 


Motor Sales, Collins- 


Sidney 


Sales, l 


Do. 


Mindrup’s Auto, 
ville. 
Bitzer & Co., Collinsville. 


Edwar 


Do. 


Elledge 
City. 

Young-Bundy Motors, Inc., 
East St. Louis, Il. 

Security Motors, Inc., St. 
Louis, Mo. 

Ahbring Motor Sales, Collins- 
ville. 

Albert Bothman & 
Edwardsville. 

Brodhead Motor Co., East 
St. Louis, Ill. 

Community Motors, 
St. Louis, Mo 

Collinsville Motor Co., Col- 
linsville. 

Motor Sales, Inc., St. Louis, 
Mo. 


Motor Co., Granite 


Sons, 


Inc., 
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Donald J. Getz, No. 8 Bruce St- 


Len 8. Austin, 3329 Harvard--. 


Claude Caby 


liside Dr. 
idino, 616 Indiana Ave 


Rural Route 2, 
BI 
Marg Bat 


William Schikowski, Route 2 
rank foffman, Clifton 
Rural Route No. ! 

Russell W. Vetter, 433 


Morri 


St. 
North 


vy, 1216 State St 


North Mor- 


Joseph Courtne 

J Hi. Burns, 427 
Rechtien 

es | 


. Kelly, 420 Summer St 


Leo Gavalek, 3200 Princeton 

man, 532 Spring Ave 
y Manufacturing Co., 
t Maine St 
Laudenberg 


» St 


4120 East 


A. J. Hartmann, 116 Summitt 


Elmer Albert, 420 East Main st 

Fred 1 514. West 
Maine St 

Mi M i¢ kil Bul 
Main St. 


Kaven 


k Co., 420 East 


reau, 420 East 


t ard A. Va 
Main St 


| 20 


Larkir 
Vic Macki 
th \ 


| ns 


Buick C 
SOUuLn st 
Manufacturing Co., 
Main 8 


Ardison, 


Forest City 
1 West 
Lawrence 
Mackin Buick C 
Main St 
Mark 
Mai 
Glenn Herman, 909 West Main 
Anna E 
No. 1 
James W. Norw 
Ra 
Leslie H. Sutton, 
Harold P. Tenting, 
Rad 
Rose Trek 
Frank 


Th 


ympson, 


noute 


Berner, Rural 


ine, Pine Lake 
438 Norwood 


i8 St. Louis 


Dr 
604 West 


ir, 108 Osage 
L. Rissi, Main 
Tames C. Warren 

No. 2, Flora P 
Charles L 


, Rural Route 

| 

Kaiser, 830 LaSall 

Williams J 
Louis Rd 

Adolph Ben 


Kermes, 243 St. 


t, 1120 West Clay 


Elmer J. Justus, 621 Victory Dr 
st City Manufacturing Co., 
t Main 
Pete 
field Dr. 
. Healy, 


trustee, 201 


rson, 


Rural 


Route 


Griffith, 923 North 


9 


illiam Ave-. 


Edgrington, 


"413 


Seller 


Collinsville Motor Co., Col- 


linsville. 


Riesmeyer Motor Co., Web- 


ster Grove. 
J.C. Auffenberg, Inc., Belle 
ville. 


Collinsville Motor Co., Col- 


ville. 


lin 


J.C. Auffenberg, Inc., Belle- 


ville 
Roy H. Gerstenecker, Ir 
Lebanon 
Collinsville Motor Co., 
linsville. 
10. 


} 
10. 


Dealer not given. 
Motor Co., Coll 


Molitor 5 


ville 
E M Stivers, 
Louis, Mo. 
Do 
Gilbert Buick, 
Louis, Mo. 
MeMackin Motor Co., C 
linsville. 
130, 


Inc., 


Inc., St 


Do 
Do, 


Do. 


Do, 
Do. 


Do. 


Gilbert 
Louis, 


Buick, 
Mo, 


] 


Four Auto O 

uis, Mo. 

Chevrolet Co., E 
Louis, Til 

Norwine Chevrolet, In 
Collinsville 

do 

Do 


Big 
LA 


uss 


eI 


L R Mckinley & S 
Belleville 
Norwine 


Collins 


Chevrolet, 
ville. 


Do. 


Bielef 
Rocher. 

Dixie Haven Garage, 
roy. 

Thoms 
Louis, Mo 

Mixon Motor Co., East 
Louis, Ill. 


ze, Pr 


sir 


Inc., 


Pontiac, 


MecLanshar Motor Co., Col 


linsville. 
Do. 
Mixon Motor Co., East 
Louis, Ill. 


MecMackin Buick Co., Co 


In 


Inc., St 








new 


Individual 






1c 8__- 3 4-1 
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Harry A. Heigert, Box 1....- 


Daniel Hardesty, Box 612 
Ralph Williams, Box 172 





Albert J. Stiegemeyer, 
Route No. 1 


Rural 


James A. Jackson, Rural Route 


No. 1. 





Wayne F. Phelps, 153 Goulding 
William M. Elliott, 300 East 
Main St 
William H 
Box 136. 
Roy Darr, 


Gares, Post Offic 
600 Bowman. 


Ralph H. Calame, 216 Halk 

George R. Wohlford, 104 West 
Airline Dr. 

Olin Industries, Inc 

Richard 8. Kamp, 219 Wood 
River Ave 

Frederick R. Alsberg, 111 East 
Airline Dr 

M. C. Franich, 405 Monroe 

H. A, Mittleman 

Edward A. Dalhaus, 100 Westr 
holdt. 

George M. Harvey, 96 

wood Lane 
Mathes C. Stern, 340 Tower Dr- 


Rose- 


E. F. Obert, 191 St 

Orville E. Conley, Brushy 
Grove Trailer Court. 

Donald E. MeConnell, Jr., 134 
Wood River 

Andrew A. Carter, 408 McCas- 
land Ave 

Donald D. 
Alton Ave. 

Louis Ringering, 445 East Hal- 
ler Dr 

John J. Storey, 88 Sullivan Ave 

Olin Industries, Ine 


Louis Ave 


Green, 164 East 


(Madison County passengers) 
vehicle registrations, State of Illinois, March 1954 


Purchaser 





Lawrence A. Miranda, 612 Til- 
lotson Ave. 
Robert A. Best, 

coln Ave. 
Earl Paoli, 1113 Portland 


21 West Lin- 





R. W. Theiss, 804 St. Louis Rd_- 


Sigmund Serwatka, 408 West 

‘ay St. 

A. J. Dellamano, 427 
Morrison 


North 


Mazzini Cheli, 424 North Aurora 


Milo Craig, 408 West Clay St 


Gloss Motor Co., Inc., 


Albert F. Bieser, 102 Delavan... 







toberts Motors, Inc., Wood 
River 

Luken Pontiac Co., Alton 

Jone Motor Co., Wood 

River 






Mindrup’s Automotive, Ed- 
wardsvill 
k Kennedy Chevrolet 


Co., St. Louis, Mo 





Les Motors, Inc., Alton 
Do, 


Roberts Motors, Inc., 


River 


ae 
= 


River. 
Hoefert Bros, Inc., Alton 
iy Motors, 


Young Bur Inc., 





D not given. 


Wood River. 


Sickage Motor Co., Gill 
Die 

Carter Bros., Inc 

Dealer not given. 

Tom Harris, Alton. 


Trotter 

Riv 
Gilbert Buick, Inc 
Mo 
card 


Buick Co., Wood 


, ot Louis, 


Beard Buick Sales, Staunton 
Trotter Buick Co., Wood 
River 


Albrecht Chevrolet, Inc. 
Wood River 
Reilley Bros., Inc., Alton. 


Do. 


Albrecht Chevrolet Inc., 
Wood River. 
Do 
Dealer not given. 


and commercial 









Collinsville Motor Co., Col- 
linsville 

Barrett 
Louis, Mo. 

Hull-Dobbs, Inc., St. Louis, 
Mo. 

Tipton Motor Co. 
Tipton, Mo. 

Collinsville Motor Co., Col- 
linsville. 

Do. 


Weber, Inc St. 


—_—  * 


Do. 
Do. 
Do. 
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Individual new passenger car (Madison County passengers) and commercial 
vehicle registrations, State of Illinois, March 1954—Continued 


Purchaser Seller 


LLINSVILLE 


Pearl E. Lutz, Pine Lawn, | Quad City Motors, Ine 
Rural Route No. 1. Granite City. 
Arvil W. Wrigley, 534 Mary St_.| Molitor Motor Co., Collins- 
ville. 
McKinley Evans, 314 Summitt Do. 
Ave 
John River, 509 Keohler St Do. 
Arthur F. Hines, 701 Clay St Bill Gladney, Sikeston. 
Forest City Manufacturing Co., | Derringer Motors, Olymp 
701 West Main, Wash. 
8201 Boulavard, East St 
Louis, Il. 
Jacquelin L. Gray, 420 East |, MceMackin Buick Co., ¢ 
Main St linsville. 
Vincent Farenzena, 308 West Do. 
Juda j 
Harold W. Switzer, 11 Pine Do. 
Lake (Park Dr., East St. 
Louis 
MecMackin Buick Co., 420 East Do. 
Main St. 
Leona Bange, 421 East Main St_} Do. 
MecMackin Buick Co., 420 East Do. 
Main St. 
Perey Clark, 129 West Lincoln_-_} Do. 
Albert H. Wren, 420 East Main Do. 
St. (Mel Wrens Son 
McMackin Buick Co., 420 East | Do. 
Main. 
do ae Do. 
W. M. Gould, 420 East Main Do. 
St. (421 East Broadway, East 
St. Louis 
Harold Meier, 439 O’ Ferrell. __- Do. 
Forest City Manufacturing Co., | Trevellyan Buick C 
701 West Main. |} Louis, Mo. 
Dr. W. W. Brown, 317 West | MeMackin Buick Co., C 
Main St linsville. 
Harry Horwich, 420 East Main Do 
St. (14 Ramey, East St. 
Louis 
Adrian E. Croissant, 420 East Do. 
Main St. (824 North 24th St., 
East St. Louis 
MeMackin Buick Co., 420 East Do. 
Main St. 
do ee Do. 
(William Engler, West Maine, | 
bought one of these. | 
MecMackin BuickCo., 420 East Do. 
Main St. 
Rogert E. Kraft, 22 Pine Lake BBB Motor Co., In 
linsville. 
forris, 101 West Main Do. 
‘. Moon, Fairmount Do. 


Doreas Uhring, 409 Brown Ave. Do. 
George Allen, Bunkum Rd | Norwine Chevrolet, I 
| Collinsville. 
do eeat Do. 
Arthur Mester, 431 North Cen- | Big Four Auto Co., 
ter. | Louis, Mo. 
Bernard F. Strain, 306 Lelia | Norwine Chevrolet, Inc., 
Ave | Collinsville. 


Herman Talenski, 407 South Do. 
Morrison. | 

Oscar Wills, Route IT Do. 

Roy Goss, Lebanon Rd . Do. 

Toe Roberts, Route IT | Do. 

Charles H. Stou, Route I Do. 
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ndividual new passenger car (Madison County passengers) and commercial 
vehicle registrations, State of Illinois, April 1954 


Mode } Se] 
LLINSVILLE 
ck 60 ; 2-door ‘ Frank Schiffel, 420 East Main |McMackin Buick Co., Col 
East St. Louis). linsville 
do ../ Charles W. Hall, 501 North De 
Combs. 
do William Santanello, 420 East Do 
Main (5907 State St., East St. 
Louis 
4-door sai McMackin Buick Co., 420 East Do. 
Main 
k 50 Coupe ' Arthur E. Hines, 701 West Clay_| Trevellyan Buick Co., St 
Louis, M« 
Sedan MecMackin Buick Co., 420 East | MeMackin Buick Co., Col- 
Main St linsville 
.do- Robert T. Ejigenbrodt, 408 Do. 
Short St 
2-door -| Alex W. Haig, 801 St. Louis Rd Do 
..do_ Louise A. Seibert, 420 East Do. 
Main. 
k 70 a Victor G. Fricker, 420 East Do 
Main St. (1226 Gaety 
4-dloor___. MeMackin Buick Co., 420 East Do 
Main St 
k 40 do... Jack R. Porter, Moonlight Dr Do 
Sedan McMackin Buick Co., 420 East Do 
Main St. 
4-dloor Jean R. Scohy, 305 Merrill Ave Do. 
2-door ‘ - 157 Servicenter by R. B. Siebert, Do. 
420 East Main. 
4-door___..- Harold G. Ewing, 420 East Do 
Main St. (308 North 67th, 
East St. Louis). 
2-door _..-| Ralph W. Folkerts, 606 Maple | Kuhs Buick Co., St. Louis, 
St. Mo. 
a | Bertha Skittino, 107 Mill Rd MecMackin Buick Co., Col 
| linsville. 
Coupe - ---- Thomas J. Barschak, 420 East Do. 
Main St. (1711 North Park 
Dr., East St. Louis). 
} -door Alfred Leroy, 129 St. Louis Rd Castles Wilson Buick Co., 
} St. Louis, Mo. 
2-door Forrest Livingston, 214 Sout! 1 
Center St. 
Coupe Otis H. Banes, 1022 West Main Jones Bischoff Olds, Ine., St 
St. Louis. 
2-door G. W. McFarland, Route 1 Do 
Coupe ‘ Elmer Trebing, 323 Reed Ave BBB Motor Co., Inc., Col- 
linsville. 
2-door Agnes McMahon, 237 Mill St Do. 
Sedan D. K. Darling, 1001 West Main Do. 
| St. 
bile 98 -.--| 4-door William E. Karft, 137 Helen P1 Do 
Coupe Melvin E. Roedger, Route 2 Do. 
tiac 8 2-door F. F. Slusser, Route 2, Box 96Z_| Hundley Pontiac Co., Gran- 
ite City. 
Coupe Tom McCarty, Fairmont Park_| Peoples Pontiac, Inc., Chi- 
cago. 
Sedan 4 Jimmie Cologne, 207 North | Plummer-Carmody Pontiac, 
Aurora. East St. Loui 
iiser 4-door_-_.- Joe Carr, 216 Maric Ave l'roy’s Garage, Troy 
lebaker 6 Coupe A.J. Norcom, 600 Western Ave_| McLanahan Motor Co., Col- 


linsville. 
TTAGE HILLS 


mobile 98 4-dloor .-, Mildres V. Chapman, Lincoln | Walz Motor Co., Alton. 
St 
e8.... Station wagon..| Mildred Rosa, Box 605 Jones Motor Co., Wood 
River. 


EAST ALTON 


Yhrysler V-8 : 4-door ‘ Eugene L. Barnett, 100 Kings | A. P. Stuart Motor ¢ 
Highway. Wood River. 
De Soto V-8 do ....---| John P. Elich, Route 1- oe Roberts Motors, Inc., Wood 
River. 
lodge V-8 ..--| Sedan J. Roy Allard, 652 Lincoln Ave__| Hoefert Bros., Inc., Alton. 
lymouth do Gene F. Kratschmer, 227 West- | Lucas Auto Sales, Festus, 
wood PI. Mo 
4-door.........--| Robert E. Gipson, 516 Wash- | Rex Roat Motors, Inc., Al- 
ington Ave. ton. 
do - Elmer E. Fannon, 324 Smith Ewing Auto Sales, East Al- 
ton. 


pi insies .. Albert Harvatin, 463 East Air- | Bitzer & Co., Collinsville. 
line Dr. 
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Individual new passenger car (Madison County passengers) and commercial 
vehicle registrations, State of Illinois, April 1954—Continued 


Model Purchaser 











EAST ALTON—Ccon 
] i V-8 4«joor The Equitable Powder Manu- | S & S Motor Sales, Galva 
facturing Co 
( tible Bernard C. Purvis, 105 Wood | Sutton Ford, Ine., Clavt 
River Ave 
i Lois E. Hertenstein, Route 1 Carter Bros., Inc., Altor 
Mii wagon Dr. James T. Nunn, 128 East om Harris, Altor 
St. Louis Ave. 
Bu ) 2-door Harold Edward Baxter, 210 | Trotter Buick Co., 
Shamrock. Wood River. 
Buick Jelmont Rhea, 129 South 9th Do. | 
Sf ' 
Buick 70 2d L. M. Stone, 128 Haller St Castles Wilson Buick 
St. Louis, Mo. 
Individual new passenger car (Madison County passengers) and commercial 
vehicle registrations, State of Illinois, May 1954 
n ] Purchaser Seller 
Buick 4 2«door H. L. Meyer, 809 Indiana Ave MeMackin Buick ¢ 
North Belt linsville. 
L. H. Meyer, 1280 Vandalia Do, 
North Belt). 
) R. E. Bonn, 708 LaSalle St Do. 
lo Don L. Decker, Biedler St Do, 
Sedar J. G. Hickey, Gladvs St. (East Do. 
St. Louis, K. C. Club). 
4-door Elwood Harley, 1280 Vandalia Do. 
001 R. F. Pevahouse, 404 South St__}| Do. 
Sedan J. H. Brown, 408 South St Do. 
or MeMackin Buick Co., 420 East Do. 
Main 
Sedat O. W. Legate, 439 O’ Farrell Do. 
lo Vern Borremans, Bethel Rd Do. 
2-1 0K Charles Earnshaw, Northgate Do 
Homes. 
B S N. I. Hart, 20 Grandview Dr MecMackin Motors, 
Collinsville 
4-door William Ferguson, Burroughs Do. 
Ave. (622 North 79th, East 
St. Louis). 
Sedan Dallas 1. Dame, Cuba Lane Do. 
{ ) Clem B. Langhorst, 401 Gar- Do. 
esche. 
9-door John Toy, 809 Indiana St Do. 
d Verne Hawkins, 420 East Main Do. 
(728 North 65th, East St. 
Louis). 
B k Sex L. B. Atkins, Cuba Lane Do. 
2~door Erwin Frey, 705 Vandalia St Do. 
Sedan R. L. Bode, 527 Burroughs Ave Do. 
1 Stella Bachman, 705 Vandalia Do. 
2-door C.C. Wolf, 527 Burroughs Ave Do, 
do V. L. Morris, 705 Vandalia Do, 
(4913 McCausland). 
Pat Costello, 1280 Vandalia St Do. 
Buick 50 McMackin Buick Co., 420 East Do. 
Main. 
Sedan H. J. Wyatt, 419 Spring St Do. 
B k V-8 : Coupe - J. D. Giacoletto, 1300 Theodore Do 
St. 
COTTAGE HILLS 
Pl uth rere Sedan toland Klopmeier, Box 478 Luken Motors, Inc., Alton 
Ford V-8 2-lo R. J. Williams, Box 755 as Carter Bros., Inc., Alton. 
Mercur : Coupe .| LeRoy Braundmeier, Box 567 Tom Harris, Alton. 
Buick 50_--. Siac do we G. H. Bain, Post Office Box 46 Phil Reilley Buick C 
Alton. 
I eerste. William Marshall, Box 165 Do. 
Ch et Convertible_....| D. H. Krankel, Box 334--. Proctor Sales & Leasing Co., 
St. Louis, Mo. 
2-door ....-| Fred Edwards, Box 297... .-| Albrecht Chevrolet, Inc., 
Wood River. 
ee tes Charles Bonnell, Box 647_.....-- Dominic Picco Garsg 


Staunton. 


dividual 
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new passenger car (Madison County passengers) and commercial 
vehicle registrations, State of Illinois, May 1954—Continued 


' — 7 
i0del Purchaser Seer 








Jassens & Sons, Ed- 
wardsville 
Se $-loor A. J. Steigemeyer, Rural Routs Mindrups Auto, Edwards- 
No. 1 ville 
spit ea d C. O. McGaughey ..............} All Chev t Inc., 
VW ver 
ALTON 
bler Seaan .. . L. E. Titsworth, 120 Victory Dr_| Les Motors, Alton. 
or... ac . William H. Moore, 420 Broadw ay Do 
jade t-loor ; Ww. I Howell, Rural] Route Rathgeb Bros., Brighton 
No.1 
dnene bisa sae K. C. Roe, 25 Dugger St._....... Gloss Motor Co., Inc., Wood 
River. 
a . W. G. Ladd, 611 Wood Rive Do. 
Ave 
Sedan Harry Pierce, 230 Virginia Ave Rathgeb Bros., 
Suburbat .---| W. Q. Clausen, 411 Lincoln Wells Auto Sa M p 
olis 
4-lool Ae a Wiseman. 434 Monroe Ahring Motor Sales, Collins- 
Ave ville 
DORE ss wr odsiccd Gerald Jacobs, 229 Lincoln...... Cassens & Sons, Inc., Ed- 
wardsville. 
gad Convertible.....; F. G. Maring, Rural Route | Carter Bros., Inc., Alton. 
No. 1. 
lual new passenger car (Madison County passengers) and commercial 


vehicle registrations, State of Illinois, June 1954 












LE 
Victoria Mary Peila, 8704 Collinsville, Collinsville Motor Co., Col- 
Rd it lle 
Sedan 7 Philip M. Thiel, 915 Prospect | J uffenberg, Inc., Belle 
Ave ville. 
2-door_.... . Clarence H. Salmons, 1216 State | Collinsville Motor Co., Col- 
St linsville. 
__de —n Joseph Nebel, 304 East Clay-- Do 
Sedan .-| Illinois Bell Telephone Co., 109 3othman & Sons, Edwards- 
East Clay St. ville 
..do ..---. Lawrence Stolz, 427 North | Collinsville Motor Co., Col- 
Morrison Ave linsville. 
2-door .... August R. Krek, 1452 Eeebler Do. 
oO Hidawson, Inc., Detroit, 
Mich 
wishin Victoria ‘ Dawson, Inc., Detroit, Mich. 
Sedan Hi-Dawson, Inc., Detroit, 
Mich. 
4-cloor Collinsville M r Co., € 
n ill 
Sedan ‘ enry C. Rechtian, 408 West Do 
Clay St 
Victoria iat Althea Holzweg, 116 East Main Do. 
St 
4-door ‘ Margaret Myler, 505 Bissell St_- Do 
2-door Autofleet Leasing, Ine., 318 Sub Motors, Inc., Kirkwood 
South Jefferson Ave. Mo 
Victoria E. H. Kuechle, 960 St. Louis | Albert Bothma & Sor 


Rd Edwardsville 

2-door H. C. Rechtien, 408 West Clay Collinsville M 
St Collinsville 

Station wagon W. E. Doke, 326 West Main St Do 

2-doo Apsa Builders, Inc., 701 West | H. I. Dawson, Inc., troit, 
Clay St. Mich 

— do.. De 

i 5cie C. R. Haneline, 605 Nortl er 
Combs Ave. I 

Ranch wagotr H. C. Rechtien, 408 West Clay Do 
St. 

2-door . M. A. Rechtien, 319 West Ma Ly 

St. 
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Individual new passenger car (Madison County passengers) and commercial 
vehicle registrations, State of Illinois, June 1954—Continued 











Model Purchaser Seller 
COLLINSVILLE yn 
Ford V-8 4-dooi James Frawley, 1403 Franklin Barrett Weber, Inc., St 
Louis, Mo. 
2-door Aspa Builders, Inc., 701 West | H. 1. Dawson, Inc., Detroit 
Clay Mich. 
ce L. J. Wardrop, 117 Joe St_._. Bender Schulz Motors Co 
DeSoto, Mo. 
4-door Nellie Lemacchia, 1216 State St_| Collinsville Motor Co 
Collinsville. 
2-door E. 8. Horstman, 534 High School Do. 
Dr. 
Coup Aspa Builders, 701 West Clay | H. I. Dawson, Inc., Detroit 
St Mich. 
Sedan R. J. Comoglio, 602 Dooner Dr Collinsville Motor Co 
Collinsville 
Victori A. E, Hines, 701 West Clay Hull Dobb Co., St. Louis 
2-d John Van Kavage, 1008 Alco | Mendenhall Motor Co., St 
Rd Louis, Mo. 
d Ray Faitz, 230 St. Louis Rd Hull Dobbs, St. Louis, Mo 
Ranch wagon R. V. Bethel, 705 Greenwood toeper Danz, Inc., St. Louis 
ri. Mo 
2-do Jack Banjak, 122 Sunset Blvd Carter Bros, Inc., Alton. 
M Sta 1 Wagon J. M. Stahura, 1224 Portland Molitor Motor Co., Collin 
ville 
Coup J. F. Barrett, 207 Vandalia Do 
2 I C. A. Genetti, 812 Vivian D 
Coup J. L. Gilmore, 206 South Aurora Do 
4-door J. H. Marlow, 15 Grandview Dr Do 
H. A. Massa, 3125 Fairmount St Dx 
2-do W.R. Mabry, 513 Victory Dr Do 
Buick 4 4- Mrs. Ollie Staton, 527 Burroughs | McMackin Buick Co., Co 
v linewille 
2-<d Melvourne Neuthery, 200 Wing Do 
A ve 
4 Dr. A. B. Douglas, 601 East Do. 
Main. 
2 H. E. Inglett, 527 Burroughs Do 
Ave, 
E. A. Summers, 527 Burroughs Do 
Ave 
d W. C, Krupski, 206 Circle Dr Do 
Sedan Elmer Patterson, 235 South Do 
Clinton St 
2-d E. J. Buechler, Jr., 527 Bur- Do. 
roughs Ave. 
Sed E. E. Whited, 1280 Vandalia St Do 
Buick 60 Coupe E. F. Smith, 705 Vandalia St Do 
2-door Erwin Frey, 705 Vandalia St Do 
Buick 50 1 P. D. DeMotters, 701 West Clay Saltzman Buick Co., Pinck 
neyvill 
S Forest City Co., 701 West Main_| Trevellyan Buick Co., 8 
Louis, Mo 
COLI VIL 
Buick 50 4-door Leon Greene, 527 Burroughs_. MeMackin Buick Co., C 
linsville 
2-door R. A. Herb, 1280 Vandalia St Do 
do 8. J. Michalezyk, 301 Clarence Do 
Coupe Mrs. Mary Brazis, 409 East Do 
Main St 
2-door W. H. Schien, 1280 Vandalia St Do 
Sedan A.J. Opp, Pine Lake Do. 
I k 7¢ lo William Engler, 1280 Vandalia Do 


Convertible 


st 
E. C. Moon, Fairmount Race- 
track. 


BBB Motor Co., Inc Cx 
linsville. 


( le 4-door Jacqueline Matthews, Rural Norwine Chevrolet, Inc 
Route No.1, Troy Rd. Collinsville 
2-doo1 N. H. Pinkel, 276 Collinsville Do. 
Ave. 
do J. A. Schaefer, 408 Greenwood Weber Chevrolet Co., St 
Pl. Louis, Mo. 
do Albert Votava, 314 Strong Ave Schmitt Chevrolet C 
Troy. 
4-<door J. 8. McClanahan, 415 South Rueseler Motor Co., Cape 
Aurora Girardeau, Mo. 
do Joseph Micheletto, 400 Wick- Norwine Chevrolet, Inc 
liffe St Collinsville 
2-door M. E. Hubach, 409 Greenwood Do. 
Pl 
D. J. Pearson, 188 Sumner Blvd Do. 


dividual new passenger car 


hevrolet 


VILLE 


STUDY OF THE 


ANTITRUST 


(Madison 


LAWS 


County passengers ) 
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and commercial 


vehicle registrations, State of Illinois, June 1954—Continued 


Mi del 


con 
4-door 


do 


| Sedan 


4-doo! 
do 
2-door 
4-door 
Sedar 
4-<door 
2-door 

| Sedan 


4-door 


e SS et Sedan 


Convertible 


Coupe 


4-dloor 


do 


2-door 


Convertible 
Coupe 


4-door 
do 
Coupe 
Sedan 
4-door 


Coupe 


4-door 


Hard-top 


| 4-door 


Sedan 
Station wagon 
4-door 
Station wagon 
| Station wagon 
2-door 
do 


4-door 


do 


I bler do 


Purchaser 


J. W. Fullington, 
No. 1 


Rural Rout 


U.S. Floyd, Levanon Rd 

Clifford Orrick, Rural Route 
No. 2 

John Cagnola, Jr., 201 North 


\ i 
\lorrison 


T. A. Weller, Rural Route No. 1 
W.F 


Howard, 1212 Olive St 


Peter McMullin, Rural Routes 
No. 1. 

Forest City Manufacturing 
Co., 701 West Main 

A. E. Smuthe, Kingsburg Ct 

Clyde Lockhart, Rural Route 


0.1, Troy Rd. 
E. Epps, Jr., Rural Route 
} 


W am D. Mertzke, 1326 St 
Clair Ave 

it. T. Holt, 24 Woodland D1 

W. D. Lawther, 511 Wadsworth 
Avi 

Mrs. George Schroeppel, 122 


imner Blvd. 
H. Mumford, 121 West Clay 
». Kraft, 22 Pine Lake 


ir. Mathew Eisele, 121 West 
Clay 

George | Purt 515 Victor 
Dr 

L. O. Jolly, 121 West Clay 

L. E. Short, 121 West Clay 

H. J. Balen, Rural Route No. 1, 


rroy Rd 

Clarence Lauterbach, 801 Sout 
Main 

Forest City Manufacturing Co 
701 West Main 

Gauen Lumbe 
Morrison 

L. U. Spell, 121 West Clay 





129 South 


A.J. Snapp, 121 West Clay 
L. H. Horneyer, Rural Route 
No. 1, Troy Rd. 


T. H. Helmkamp, 808 St. Clair 

Eugene Dubon, 238 North Clin- 
ton St 

Harry May, 6 Grandview 

F J Trencheock, 515 
Church. 

R. C. Stephenson, 301 Plum 


Dr 
East 


August Bollinger, 137 Bruce St 


B. T. Anderson, Jr., Rural 
Route No. 2, Flora Pl 
W. H. Wittenfeld, 809 St. Clair 


Ave 

C. E. Krause, 519 East Church 
St 

I. W. Miller, 211 Circle Dr 


D. T. Johnson, Box &3 

C. C. Hebbs, Wood River Ave 

Bernard Williams, Box 661, 
Prospect St. 

T. E. House, Forest Homes P1 


L. K. Hauser, Box 164. 


R. W. Montgomery, 130 Gould- 
ing. 


Seller 


Norwine Chevrolet, In¢ 
Collinsville 





Do 
We Lake Chevrok ( 
Seattle, Was! 
Butler Chevrolet, Inc., Ee 
ward le 
Norw Chevrolet, Inc 
Collinsville 
Feld Chevrolet, Inc., M aple 
wood, M« 
wit ( rolet, I 
ylinsville 
Ly 





hi 
B. B. B. Motor ¢ It 
Colli lhe 
Dy 
I) 
D 
Dy 
Do 
De 
De 
Mueller Olds, Inc., St. L 
Mo 
be 
B. B. B. Motor ¢ Ir 
Collir le 
Ly 
Ly 
Arlin Olds Co, Cl 
Mo 
Vines Pontiac 
Louis, Mo 
Plummer Carmody Pont 
Inc., East St. Louis 
Do 
Sullivan Motor Sales, O 
land, Mo 


McLanahan 

Collinsville 
Do. 
Do. 


Motor Ce 


Do. 
Do. 


Do. 


Luken Motors, Inc., Altor 
Carter Bros, Inc., Alton 
Do 
Phil Reilley Buick Ci 
Alton 
Jone Motor 
River. 


Co., Wood 


Belleville Motors, Belleville 
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(Madison 


THE ANTITRUST LAWS 


County passengers) and commercia 


vehicle registrations, State of Illinois, Juin 1954 


1 } 
t 
( ( 
( 
i 
4 
{ r 
Coune 
1 leliy 
1 
do 
) 
i 
{ i 
yr 
1 nh WwW r( 
cl cal 
id 
2 door 
) t SS Coupe 
2 door 
Couns 
4 che 
COLLINSVILLI 
I K 2-cl¢ 
j 
do 
do 
4-dor 
Riviera 
5 k 2-door.... 
do 
I iera 
I 1 2 or 
4-door 
2-door 
ado 


Elizabeth Venardos, 445 Bluff St 
Paul FE. Shortal, 20 Logan Rd 
William Henson, 209 Dorris 


David Bear, 3226 Brown 
Ralph A. Perry 
Ja E. Hackett, 317A Henry St 


Orville L. Cope, 1228 Alton st 
Joe M. Cox, 314 Lindenwood 


William Wilken, 700 Linden 
A ve 

Delbert A. Smith, 229 Cood- 
fellow Ave 

Ralph P. Coons, 3531 Hoover Dr 


Richard W 


rett St 


Dorothy 


Young, 2513 Alfa- 


Horton, 2807 Grand- 
lt \ 


Vernon Utley, 1990 Worden St 


Louis Putze, 621 East 16th st 
Barkley Thomas, 601 Emerald 


Val J. Delaney, 103 West Elm 8t 
Berry L. Ga 1, 216 Main St 

L. P. Shepard, 1520 Liberty St 
Russell G, Weule, 1113 Logan St 





i 
K 











Owen Smart, 3416 Robin St 
General Motors Acceptance 
Corp., 406 East Broadway 
Margaret Westrich, 2232 Wyc- 
koff St ; 
Moren Joiner, 1121 Milton Rd 


Gladys Allen, 3233 Hawthorne 
Richard G. Soehlke, 326 Dry St 


Leroy A. Beodeker, 2411 Kohler 

Robert H. Caldwell, Jr., 1926 
North Rodgers. 

R. W. Wadlow, 1123 Seiler 

Christena L. Riner, 2607 Ida 

Harvey Simmons, 909 Rixon 


MeMackin Buick Co., 420 East 
Main St 
Blanche Allen, 3117 Fairmount 
Ave 
Apsa Builders, Inc., 701 West 
Clay St. 
_.do 
do ; 
Jack L. Ryan, eare of Me- 
Mackin Buick Co., 420 East 
Main 
Apsa Builders, Inc., 701 West 
Clay 
do 


Martha L. Patterson, 2180 Van- 


dalia. 

John D. Gibson, 176 Sumner 
Blvd 

Willard Kropp, 408 Merrill Ave 

William R. Adams, Jr., 600 
Caseyville Rd. 


J. Kennedy Chevrolet Co 


James Chevrolet, Inc. 


Seller 


Reilley Bros., Inc., Alton 
Do 

Albrecht Chevrolet, I 
Wood River 

Roberts Chevrolet Co 
Louis, Mo 

Moody Chevrolet Co., G 
te City 

Reilley Bros., Inc., Alto 
Do 

Albrecht Chevrolet, I 
Wood River 

Reilley Bros., Inc., Alto 


Do 


Do 
Do 


Do. 


Butler Chevrolet, Inc 
wardsville 
Edwards Garage, Ladd 


Reilley Bros., Inc., Alton, 


Do. 
Do. 
Do. 
Weber Chevrolet Co., 
Louis, Mo 
Albrecht Chevrolet, I 
Wood River 
Chevrolet St. Louis Divi 
of GMC, St. Louis, Mo 
Reilley Bros., Inc., Alton 


St. Louis, Mo 
Reilley Bros., Inc., Alton 


Louis, Mo. 
Reilley Bros., Inc., Altor 


Walz Motor Co., Alton. 


Do. 
Do. 
Do. 


MeMackin Buick Co., C 
linsville, 
Do. 


Trevellyan Buick Co., 
Louis, Mo. 
Do. 
Do 
MeMackin Buick Co., Col- 
linsville. 


Trevellyan Buick Co., 
Louis, Mo. 
Do. 
MeMackin Buick Co., ¢ 
linsville. 
Do. 


Do. 
Do. 





STUDY 


idual new passenger 
vehicle registration 
Model 
LE con 
k 60 2-door 
do 
Coupe 
2-door 
do 
lo 
do 
do 
do 
] ridual new passe nge , 


vehicle registrat 


Model 


g 4-loor 
7 do 
lot Station wagon 
6 Aer Coupe 
COLLINSVILLE 
Wasp Sedan 


rV-8 do 
4-loor 
V-8 do 


Ranch wagon 
4-cloor 
2-door 
4-door 
do 
Sedan 


Coupe 
do 


Station wagon 


2-cdoor 


Ranch wagon 


2-door 


4-door 


soupe 


-door 
door 


ea? 


car 
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(Madison County passengers) 
8, State of Illinois, July 1954 


and commercial 
Continued 


ser Seller 
Lillian Mason, 215 North | MeMackin Buick Co 
Comt Ave Coll ville 
Ay Builder In (01 West lrrevellyan Buick Co., St 
Clay St Louis, Mo 
do Do 
Henry G. Mainfold, Fairmont McMa n Buick Ce Col- 
Hotel, Apt. 1 lit 
Harold W. Gorsage, 606 Craw- Do 
ford 
Gauen Lumber Co., 128 Sout! Do 
Morrison 
Ronald J. Schmalz, 317 Garesc} Do 
Roy D. Jenkins, 1113 We Do 
Main St 
id Braundheier, Gladys Do. 





(Madison County passengers) and 
ions, State of Illinois, September 1954 


commercial 


Leslie Elliott, Prehn Carter Bros, Inc., Alton 














Barney Caruthers, 460 Spencer Wesley Moore Motors, El- 
St dorado, Kans 

Bethalto Community Unit, Di Dominic Picco Gar, Staun- 
trict 8 ton 

Hiram Landreth, 528 West Finley Kaiser Willys Sales, 
Corbin Alton 

s. 8s Robert D. Stewar 120 | Oklahoma Hudson Co., 
East Main. Oklahoma Cit 

Charles L. Suppiger, St. Louis | Ahring Motor Co., Collins- 
Rd ville 

Rev. C. Kuhlmann, 307 West | Bitzer & Co., Collinsville 
Clay St 

Mrs. Hedwig Fuhrmann, 311 Do 
St 

William H. Lambert, 3440 Fair x Motor Sales, C S- 
mont St 

James Milburn, Rural Route 1_| Coll lle Motor Co., 

Collinsville 

Johnie R. Kynion, 319 West Ld 
Main St 

Russell Eggemeyer, 524 High Do 
School Ave 

Jack D. Burmmer, 326 West Do 


Main St 











Lewis H. Warren, 265 St. Louis | J Auffenberg, Inc., Belle- 
Rd ille 
Henry C. Rechtien, 327 West | Col le Motor Co., 
Main St Ce ille. 
do 
Thomas E. Elmore, 524 High 
School Ave 
Alex Bakos, 304 East Clay St De 
Charles C, Walker, Dina Dr Y Weber, In St 
0 , Mo 
William A. Nester, 524 High | Collinsville Motor Co. 
School Ave Collinsville 
Doanls W. Robertson, Fair LD 
mount Hotel 
Lawson W. Fletcher, 1278 Van- Do 
dalia St 
Sam H. Rode, 10 St. Louis Rd Do 
Ella L. Dellamano, 427 North Do 
Morrison Ave 
W. J. Emde, 524 High School D 
Ave 
Ralph S. McKinney, 326 West Do. 


Main St 
A. R. Akins, Rural Route 1 
Leroy Bevenuto, 637 East Main 


St 
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Individual new passenger car (Madison County passengers) and commercial 
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Model Purchaser 


Seller 
BE LT< co 
Mer Coupe Julius Peila, Route 1___- .----| Moitor Motor Co., Collir 
ville 
do Jack A. Hazzard, 319 North | Trigg Mercury Sales, In 
Clinton St St. Louis, Mo 
Buick 4 4-door J. E. Snelling, Rural Route 2 McMackin Buick, Collin 
ville. 
2-door ‘ McMackin Buick Co., 420 East | Castles Wilson Buick C 
Main St St. Louis, Mo 
4-door Paul William Sabo, 527 Bur- | McMackin Buick, Inc., ¢ 
roughs | linsville 
lo Floyd Munie, 527 Burroughs St Do. 
do_. Henry J. Wedemeyer, 120 Hill- | Do. 
crest Dr. 
2-door Clyde J. Latchem, 439 Ofarrel Do. 
lo Melvin M. Biake, 903 Center St_} Do. 
do Dorothy Hilton, 439 O’ Farrell Do. 
do Maynard Donet, 130 Arnold Do. 
lo. Michael Petkus, 619 Burroughs Do. 
Ave 
do... : William E. Brewster, Rural Do. 
Route No. 2 } 
Riviera __. Al Ringhofer, 527 Burroughs Do. 
Sedan Lawrence Kapp, 701 West Main Do. 
st | 
Buick 2-door Leo H. Duvall, 439 O’ Farrell_...| MceMackin Buick Co., C 
linsville. 
do Philip Gilmore, 420 East Main Do 
St. 
do_. Aloysius W. Schlueter, 527 Bur- | Do. 
roughs Ave. | 
do_. Ivy Kassing, 403 Short St_.__-- Do. 
5 Joseph A. Brennan _.. eee Do 
Buick 50 4-door--_-_- ---| MeMackin Buick Co., 420 East | Trotter Buick Co., Wo 
| Main St. River. 
2-door ? Donald L. Fedder, 501 Short St..| MeMackin Buick Co., Col- 
linsville. 
{-door Jack H. Ward, 527 Burroughs Do. 
Ave. 
2-door Ray E. Hopton, 515 Burroughs | Do. 
do... --| Harold E. Ruffner, 129 March | Do. 
Dr. 
4-door .-| John A. Hanley, 439 O’ Farrell__| Do. 
do_. Harold Peters, 527 Burroughs_--| Do. 
Buick 70 2-door . Ray A. Stanley, 527 Burroughs-- Do. 
do.. ..--| Fred G. Grafe, 608 Keebler St_...| Burns Buick Co., St. Louis, 
Mo. 
Cadillac 62 oa Coupe ..-| Guiferey Sawdust Milling Co., | B. B. Motor Co., Inc., Col- 


1301 Theodore St. |  linsville. 
| 


STATEMENT OF ELDEN E. CONRAD, CONRAD MOTORS, INC. 


Mr. Conrap. I am Elden E. Conrad of Springfield, Ohio. I have 
been a Pontiac dealer there for 16 years; I have been a Pontiac dealer 
over 22 years, and an automobile dealer for 32 years, 10 years a Willys- 
Overland dealer, and 22 years a Pontiac dealer. 

I started November 13, 1933, with Pontiac, and September 6, 1939, 
at the request of Pontiac, I moved to Springfield, Ohio, and took on a 
larger deal. 

I have been there since, put up a new building for them at their 
request in 1947. It burned down in 1948, February 5, 1948. I rebuilt 
it, and was in that building until 3 weeks ago yesterday. 

Senator O’Manonry. You say you put up a building for them at 
their request. 

Mr. Conrap. I mean for—— 

Senator O’Manonry. You mean for the dealership ? 

Mr. Conran. For the business, the dealership, at their request. 
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Senator O’Maunonry. It was your building ? 

Mr. Conrap. It was my building. 

On June 21, 1955, the zone manager visited me for the first time 

e had been zone manager less than a year and the first time in 3 years 
a zone manager visited me—at my place of business, and after a 
conversation he suggested I sell out, ‘and he gave me 10 days to make 
2 decision; said if I did not decide by the 1st of July, that they would 
put the heat on me. I did not decide to sell out, and the ‘y put the heat 
on me. 

Senator O’Manoney. Did he use those words? 

Mr. Conrap. eae were the words he used. I visited him on his 
request on July 15, 1955, in Cincinnati, and took my sales manager 

along, and I vould a make any agr eement with him to continue. He 
said he was turning in to Pontiac central office that they not renew my 
franchise October 31, and on the 26th of July he called me on the 
ory long distance and said he had discussed it with the central office, 

ind they had concurred with him, and that he was mailing me under 
registe ‘red mail that my franchise would not be renewed after October 
31, 1955. I appealed this termination to the general sales manager, 
Mr. Crawford, and in turn, after a hearing on August 16, 1955, i 
which he turned me down, I[ appealed to the ‘appeals board. 

It was continued. Mr. Crawford used persuasion on me to sign and 
agree to continue the franchises a short time, indefinitely, until I could 
secure a sale, and we entered into an option agreement October 12, 
1955, to sell out to Ernest Pontiac, Inc., which is a Motors Holding 
deal, Mr. Ernest having $25,000, a friend owning $10,000, and General 
Motors put up $85,000, and they took over my place the 9th of Novem- 
ber 1955. 

Senator O’Manonry. Who was Mr. Ernest ? 

Mr. Conrap. Mr. Ernest had been a sales manager for a Mercury 
dealer in Cincinnati, had been there for a little over a year—never h: id 
been a dealer before. The reason they give me that they did not want 
to continue with me was that I was too wealthy. I had made over 
$600,000, with their figures and charts, over a period of years, from 

1941. They did not take into consideration taxes or anything, and at 
my age—I am 54 years old—I should step aside, that Pontiac had been 
xood to me—I should cooperate and turn it over to somebody else. 
They liked young, lean men who could run faster. 

Senator O’Manoney. Did they offer 
General Motors pension plan ? 

Mr. Conran. No, sir; they did not. 

Senator O’Manoney. The General Motor pension plan is under in- 
vestigation by the Senate Committee on Labor. 

Mr. Conran. I will be glad to submit a brief on this, if you care 
for it. 

Senator O’Manoney. Yes; we do. 
it, sir. 

Mr. Conrap, May I say that the appeals board continued my case 
until a sellout agreement was made and consummated, and then asked 
me to withdraw my appeal. I have that in the correspondence with 
Mr. Hopkins, the secretary of the appeals board. 


Senator O’Manonry. Do you have a copy of your appeal ? 
Mr. Conran. Yes, sir. 


n 


you any participation in the 


We will be very happy to receive 
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Senator OManoney. Will you furnish that, too? 
Mr. Conrap. Yes, sir. 

Senator O’Manonry. Thank you very much. 
(Mr. Conrad’s statement follows :) 


Conrap Morors, INC., 
Springfield, Ohio, December 7, 1955. 


‘UST AND MONOPOLY, 
ddiciary, 

Nenate of the United States, 
Washington, D. C. 


Senators: My name is Elden FE. Conrad, of Springfield, Ohio, a city of 80,000 
population For 32 years I have been an automobile dealer, starting August 15 
1923 For the last 22 vears I have been selling Pontiac automobiles under a 
franchise with General Motors Corp. with an investment of over $625,000. 

I started selling Pontiacs in Barberton, Ohio, November 13, 1933, and at their 
request moved to Springfield, Ohio, September 6, 1939, acquiring the Pontia 
franchise, which I operated until November 9, 1955, when I sold out the physical 
assets of my leadership, known as Conrad Motors, Ine., to Ernest Pontiac, Inc 
a newly formed dealership, financed and controlled by Motors Holding division 
of General Motors Corp 

I sold out and relinquished the Pontiac franchise because the Cincinnati zone 
manager and general sales manager of Pontiac insisted I do so, going so far as to 
serve notice on me by registered letter, dated July 26, 1955, that my franchise 
would not be renewed and that after October 31, 1955, I would no longer be a 
Pontiae dealer, 

For 22 years I had been a faithful Pontiac dealer for General Motors Corp., 
going through good times and bad times for automobile dealers. Operating at a 
loss through 7 weeks of the General Motors strike in 19837 and again going through 
the strikes of 1945 and 1946 lasting over 4% long months. Again I went along 
with a shortage of cars during the summer of 19583 when the General Motors 
hydromatie plant was struck with the disaster of a fire. 

I always furnished the best of physical facilities in the city to help sell and 
service Pontiae automobiles. In 1946 I built the most modern sales and service 
garage in Springfield, which was destroyed by fire, February 5, 1948, which I 
rebuilt. 

During the years 1941, 1946-52, and 1953, we were always short of cars and had 
wholesale orders unfilled at the zone office with the exception of November 1953 

Avuin with the 1955 model durin October, November, and December of 
1954, and January, Febraury, and March of 1955, I repeatedly tried by all 
different means to receive from the Cincinnati zone office more cars for our 
impatiently waiting customers. Not until the last weeks in April 1955 were 
we able to secure an adequate supply of cars for our salesmen to have demon 
stretoers. ond to have a large enough inventory for a good assortment for imme 
diate delivery. 

On June 21, 1955, Mr. G. B. Hogan, Pontiae Cincinnati zone manager, and 
Mr. Jay Kreusser, Dayton district manager, called at my office and suggested 
I sell out mv dealership and lease my building to the new dealer, because as 
he seid “TIT didn’t have the rivht mental attitude; I wasn’t volume minded.” 
Mr. Hogan said “he would give me to July 1, 1955, to make up my mind as he 
had to make a decision.” He also said “they wanted younger men, men that 
were lean and hungry and would work hard and not expect to make large 
profits per car and if I didn’t go along with his suggestion they would turn the 
heat on” and that “General Motors had become rough and tough the last few 
months.” 

Never before had anyone mentioned I was not satisfactory as a dealer, and 
I would not be continued as a dealer. 

In September of 1950 IT was presented the Pontiae Better Dealer award, which 
I retained during the past 5 years. On October 30 and 31, 1951, I represented 
the Cincinnati zone at a Pontiac dealer conference at Pontiac, Mich. I have 
hundreds of satisfied customers, and Mr. Hogan has said “I have always been 

xood dealer, giving good representation and good service, only I didn’t sell 
enouch ears in 1954.” 

Although my price class was only 6 percent the first half of the year against 
national average of 744 percent, our sales in Springfield were 25 percent above 
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} nd if we could have had the cars we ordered during October 1954 to Mart 
e would have had an additional 20 percent increast 1 always tried 
. ll the cars I could at a fair profit 
| appealed this termination of contract to Mr. H. E. Crawford, Pontiac 
ner ules manager, and had an interview at Pontiac, Mich., th him and 
Hogan and Mr. Curry of Pontiac, when Mr. Crawford and Mr. Hogan stated 
D. d done well with Pontiac, I had made a lot of money and I should co 
e and sell out my assets. Mr. Crawford rejected my appeal for con 
nee Mr. Crawford would not leave my wife sit in on the conference, 
h she is a stockholder and secretary of the corporation. 


appealed to the General Motors dealers relations board who kept 
ferring my appeal until I had completed a sellout to Motors Holding division, 
Py 


(OW [ had practically closed a sellout to Mr. Cliff Zuhars ‘ortsmouth, 
Ll » at better terms than I could secure from Motors Holding division. Mr 
r rs had been recommended by Mr. Hogan, Cincinnati zone manager, as a 
spective dealer until October 7, 1955, when he called me on the phone and 
1e ed me that Pontiac had approved Mr. Charles Ernest, of Cincinnati, as 
fia w dealer, and said “Mr. Zuhars was out, and had never been approved, 
tor I would have to negotiate a sellout with Mr. Ernest and Motors Holding 
ne ( sion.” 
sion Att all papers and documents relating to the sellout of my dealership, physical 
s, lease on my building was executed between Ernest Pontiac Ine., and Motors 
one ling division of General Motors Corp., Mr. G. B. Hogan, Cincinnati zone 
s to auger, pressured me into signing a letter releasing General Motors Corp., from 
Lise bilities from any past franchises and contracts we may have had. He said 
ea ould not approve my sellout agreement unless I signed it and that on 
November 15, 1955 my temporary franchise would expire, and I would be out 
rp I peration 4 new deal would be arranged with Ernest Pontiae Ine.. by 
it a Pontiac.” This is what they reported as a “voluntary termination of franchise 
ug! 1 sellout.’ 
ong \ ugh my contract called for 194 car average sales and my potential had been 


| 
‘ 





rors sured at 317 cars per year, which I had never received from the factory, 3 

Hozan on June 21, and again on August 16 in Pontiac, said my market was 425 
and to 450 cars, yet in October of 1954, I receive only 10, November only 11, December 
vier ist 20, January a mere 18 and February just 21 and March 27, while all the 
h I time we were requesting 30 to 35 cars per month. 

\ ugh for 22 years we had happy mutual relations with Pontiac, June of 
had 40, Mr. H. Ek. Milliken then Cincinnati zone manager, under continuous per 
953 s ion and pressure, induced me to buy $2,700 worth of used car advertising 

of cost another $600 for postage. This was a used car advertising progran 
al ed and promoted under pressure by Mr. L. W. Ward, then Pontiac gen 
ou era tles manager. This was purchased against my better judgment and afte 
rere | discussion by the district manager and Mr. Milliken It turned out to be 
101 p vy planned and ill-timed. This purchase was a compromise from the original 
mé¢ request of over $8,000 expenditure. 

During the war years when automobile financing was difficult to obtain in 
and Springfield due to the war, I started my own financing business which I have 
sted curried on until the present time, having as many as 450 time customers and 
> as So20,000 outstanding notes. Many times have I been requested by the Dayton 
ed.’ QO) GMAC manager, Mr. Sig Mullens, to sell my outstanding notes to them and 
s he give them my retail finance business. I will say he never used any pressure 
that that I know of, although many people and some of my competitors voiced the 
ire opinion that because of my financing of my own cars I could never secure adequate 
the stock for easy delivery. I sometimes wondered myself why smaller dealers in 
fev sinaller neighboring towns were able to get more cars than I could. 

I ink my finance business as much as my limited car sales was the cause of 
and the termination of my franchise. 

[ am enclosing a copy of my appeal to the General Motors dealer relations 
hicl ward and copies of correspondence relating to my appeal 
nted It s without any question of doubt that retailing and financing of aut eS 
nave j needs a code of ethics and regulations to protect the public and sma S 
hOPT nan 
: Sincerely, 

ELpEN E. Conran 
l T 


hove 
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Pontiac Motor Division 
GENERAL Motors Corp. 
Zone Office, Federal Reserve Bank Building 


CINCINNATI 2, Oun10, October 29, 1954 
Mr. ELpDEN E. CONRAD, 


Conrad Motors, Ine., 
Springfield, Ohio. 


DEAR Mr. Conrad: On July 26, 1955. we advised you that no new Pontiac 
selling agreement would be offered to you upon the expiration of your current 
selling agreement on October 31, 1955; accordingly, your status as an authorized 
Pontiac dealer would terminate on that date. 

On August 16, 1955, you came to Pontiac and discussed the situation with 
me and I affirmed the decision that had previously been given to you. We 
advised you on August 24, 1955, that in the event you desired to sell the physical 
assets of your dealership and so advised us we would refer to you any prospects 
who might be interested in buying the physical assets of your dealership. I 
further advised you that if you were in the process of good faith negotiations 
with an acceptable applicant or applicants for a sellout at the time your selling 
agreement expires on October 31, 1955, we would give favorable consideration 
to your request to extend the current selling agreement for a short period of 
time in order that you could conclude your negotiations. 

We understand that you are currently negotiating for the sale of your physical 
assets but that such negotiations will probably not be completed before Novem- 
ber 15, 1955. In view of this fact Pontiac motor division will continue your 
current Pontiac selling agreement beyond October 31, 1955, and until the event 
the negotiations are completed prior to November 15, 1955, we expect to receive 
from you a voluntary surrender of any unexpired term. 

In order that we may have a complete understanding of this temporary exten- 
sion of your Pontiac selling agreement, will you please sign the carbon copy 
of this letter in the space provided thereon for acceptance and return the same 
to the undersigned, whereupon this letter so acknowledged and accepted will 
constitute a modification of paragraph fourth of your current Pontiac selling 
agreement to the extent set forth herein. 

Very truly yours, 
Pontiac Motor DIvIsION, 
GENERAL Morors Corp., 
H. E. CRaAWForp, 
Generai Sales Manager. 
By G. B. Hocan, Zone Manager. 

Accepted : 

CONRAD Motors, INC., 
By ELpeNn E. Conran. 
Date: November 2, 1955. 


SEPTEMBER 1, 1955. 
SECRETARY, DEALER RELATIONS BOARD, 


General Motors Corp., Detroit, Mich. 


DEAR Sir: I am writing this as a letter of transmittal of my appeal for re- 
newal of my selling agreement with Pontiac Motor division of General Motors 
Corp., and Conrad Motors, Inc., of Springfield, Ohio. 

This appeal is made in accordance as outlined in ““A Message to the Divisions 
and Dealer Organizations,” from Mr. H. H. Curtice, dated June 1, 1954, appeal- 
ing Mr. H. E. Crawford, general sales manager of Pontiac Motor division, 
decision of August 22, 1955, by registered mail, after a conference in his office 
of August 16, 1955. 

I feel Mr. Crawford’s decision was unfair and injurious to me and my dealer- 
ship. 

It was based strictly on the lack of Pontiac sales in Springfield not being up 
to 7144 percent of industry. No consideration was given for long faithful service 
of 22 years to Pontiac and to Pontiac owners. No consideration was given 
that 2 new buildings were built for Pontiac, 1 destroyed by fire. Little con- 
sideration was given to our large investment of over $600,000. 

It was admitted that during 1946 through October 1953, we had continu- 
ously requested more cars, and our price class was always less than zone and 
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national average. Pontiac lost no sales in Springfield during 1946 to October 
1953 as they had no more cars for Springfield. 

We were injured because we could not secure 1955 model cars for October, 
November, and December of 1954 and January and February 1955. 

No consultation and assistance was granted by the zone manager in analizing 
our problem prior to his decision to not renew our franchise. 

No zone manager visited our dealership in 1953, 1954, or 1955 until June 21, 
1955, when Mr. G. B. Hogan requested we sell out our dealership. 

We have been injured by the public hearing Pontiac does not care to continue 
business with us. On June 22, 1955, one day after Mr. Hogan’s visit, a Mr. 
Joseph Patterson, Miamisburg, Ohio, Pontiac dealer, was in our place of busi- 
ness looking it over, knowing about Pontiac’s decision which we had learned 
24 hours prior. 

We have been injured as our help have learned of Pontiac’s attitude and are 
becoming restless, some have already left, and influencing our sales and public 
relations. 

I agreed with Mr. Crawford to offer our dealership for sale, although I prefer 

») remain a Pontiac dealer in Springfield, Ohio. As late as August 30, 1955, 
the Cincinnati zone office had not found a prospective buyer except, Mr. J. 
Patterson, of Miamisburg, Ohio, and I have none. It would be very injurious 
to both Pontiae and ourselves to discontinue this dealership October 31, 1955, 
without a proper purchaser. 

It is my appeal that our franchise be renewed unconditional for another year, 
so our position in operating and selling out our dealership will not be preju- 
liced and Pontiae will be better served. 

Very truly yours, 
ConrAp Motors, INC., 
ELDEN E. CONRAD, 
President. 


Conrap Motors, INo. 
Springfield, Ohio, August 5, 1955. 
Mr. H. E. CRAWForpD, 
General Sales Manager, Pontiac Motor Division, 
Pontiac, Mich. 

Dear Mr. Crawrorp: I am writing this letter to appeal the notification that 
Pontiac Motor division will not offer us a new selling agreement upon the expira- 
tion of our present one, October 31, 1955, as per registered letter from you of 
July 26, countersigned by Mr. J. B. Hogan, Cincinnati zone manager. 

I make this appeal in that the above action under the General Motors dealer 
elations board policy and procedure, as outlined in “A Message to the Division 
and Dealers Organization” from Mr. H. H. Curtice, dated June 1, 1954. 

It is my plea that this action is unwarranted, unnecessary, and injurious to 
myself, my family, my investment, my employees, my customers, and to my 
long continued relationship of 22 years as a faithful dealer for the Pontiac Motor 
division, and done without the full knowledge of all necessary information for 
such a decision. 

I shall endeavor to give you the necessary information so you may make a more 
favorable decision as follows: 

Personal 


(ge 54, married and 1 son 18. 
Started in automobile business, August 15, 1923. 
Became Pontiac dealer at Barberton, Ohio, December 13, 1933. 
Signed Pontiac franchise for Springfield, Ohio, August 10, 1939. 
A prominent civie leader of Springfield, Ohio: 
Vice president of Kiwanis Club. 
Director of Springfield Development Council. 
Past director of YMCA (3 years). 
Past president, Clark County Auto Dealers Association. 
Member chamber of commerce. 
Active member of Central Methodist Church. 
Leader and worker on many Public fund-raising projects. 
One of the organizers of the Springffield home and auto show. 
Director of Family Service League. 
Regional director of NADA. 
Generous contributor to many charitable organizations. 
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Pontiac Dealership History 


September 6, 1939: Moved from Barberton, Obio, dealership to Springfield, Ohio 
dealership, taking over after 7 dealerships had Pontiac during a 6-year period 
January 1, 1943: Garage building taken over by war production plar 
making it necessary to move into various temporary quarters 1943-47. 
Year 1946: Constructed a new garage building on a site approved by Mr 
N. E.. Perry, then Cincinnati zone manager. 
ebruary 1, 1947: Moved into new completed building. 
ebruary 4, 1948: New building burned to the ground. Fire started by trying 
to burglarize safe, a loss of $80,000. 
July 1, 1948: Moved into rebuilt structure with attached body shop as an add 
on, per Mr. H. E. Milliken’s zone manager suggestion. 
September 1950: Received dealer award, picture of Chief Pontiac. 
Summer 1951: Purchased and installed large Chieftain used-car sign for our 


1 
4 


d-car lot at suggestion of zone manager. 
October 30-31, 1951: Represented Cincinnati zone at dealer council in Pontiac 
We have always tried to cooperate with Pontiac’s various programs and 


new-car announcements, and enjoyed pleasant factory-dealer relations for over 
20 years, constantly trying to secure more Pontiac automobiles for delivery in 


Springfield In April 1955, we had the finest display at the Springfield hom 
and auto show, displaying the Bonneville Special (at a cost of $600) to over 


15.000 pers ms. 

On June 21, 1955, Mr. J. B. Hogan, Cincinnati zone manager, and Mr. Jay 
Kreusser, Dayton district manager, called at our place of business. After a 
short friendly conversation, Mr. Hogan suggested I sell out my dealership; that 
I was not volume-minded; that I should take the initiative and I must make 
up my mind by July 1, 1955, giving me 10 days to decide to dispose of my lif 
work and savings to some presently unknown purchaser, that Pontiae Motor 
division would give the franchise. 

On June 24, I wrote Mr. Hogan asking for further information in writing and 
some alternative, which letter Mr. Hogan has not answered. 

On July 9, I received a letter dated July 8, from Mr. Hogan (copy enclosed ) 
I immediately wrote Mr. Hogan I had not decided to sell (copy attached). 

Upon Mr. Hogan’s request I met with him and Mr. Kreusser in his office July 15 
1955, taking with me my sales manager, Mr. M. L. Severs. Mr. Hogan informed 
me he had recommended to central office ny franchise should not be renewed and 
I should reconsider to sell out. 

Until June 21, 1955, Mr. Hogan’s first visit to my dealership, no notice nor 
warning was given to me that our performance was not satisfactory and that 
our franchise would not be renewed. 

(As to the charge, Pontiac lost registration for 5 or 6 years, 1949-53, all the cars 
we could get were promptly serviced and delivered. We were constantly trying 
to secure more Cars for delivery. 

In Febrvary of 1948, I went to Pontiae and tried to secure more cars from 
your Mr. Deetz, then assistant sales manager, to help overcome our fire loss, 
but to no avail 

In June 1949 in a phone conversation with Mr. N. J. Klinger, I tried to secur 
more six-cylinder automobiles 

In July 1953 a load of cars was diverted from us to another dealer, yet our 
inventory as of July 31, 1953, was only two cars. 

I am enclosing copies of a letter dated January 20, 1953, to Mr. Millika 
and one to Mr. Hogan dated December 23, 1954, explaining the shortage of cars, 
also plense find breakdown of cars received, sold, and on hand 1949 through 
July 1955 which show, except for 1954, we were always short in car inventory. 

At a conference January 14, 1955, in Mr. Hogan’s office, he admitted cars 
were not sold us during October, November, December, and January becauss 
of our poor cleanup of 1954-modet cars, penalizing our sales and percentage of 
price class for the early months of the 1955-model run. 

Our stocks were so low we could not furnish demonstrators to all our salesme! 
until April, 6 months after announcement time. We lost many sales for la 
of cars to deliver in the first months of the 1955 model. We received only 10 
cars for announcement, only 11 in November 1954 against 22 in November 1953 
All this reflected on our price class but we could not improve it. 

We have just completed “Turn On the Heat” sales campaign and made our 
quota of 60 cars 
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Although our price class is not zone average, nor has it ever been permitted 

be in the past, we rank sixth as nationally and are neck and neck with 
Oldsmobile in Springfield for 1955. 

General Motors enjoys 53.3 percent of Springfield business for the first 5 


Mu nths of 1955. 
; It seems that no consideration has been given for our hundreds of satisfied 
tomers and the many testimonial letters we have in our files. Also we are 
Lr d of the high percentage of repeat Pontiac buyers. 
rhe loss of this franchise will be exceptionally costly to us and our employees. 
We have a 6-year-old modern building, valued at $150,000; equipment investment 
ng 


$25,000; parts, accessories, and supplies of another $25,000: a heavy used-car 
inventory and time notes in an affiliated corporation of over $300,000, which totals 
d er $500,000. 
[ regret I have not received a reply to my letter to you of July 11, asking for 
interview. All this may have been avoided. 
MU I] hope with all the above information you will decide in favor of continuing 
ir franchise, and that we may work together to do a much better job here in 
at Springfield for Pontiac. 
: Sincerely yours, 
EvLpEN E. Conran, President. 


n 








3430 


son, new-car receipis and sales 


Conrad Motors, Inc., yearly compari 


1950 





oo 

















STUDY OF 


o 








7 a 
= aan 
f 

o> aan 


3 
) 


4 








1 











@ 20 C: 


re = | 








14 
3 


99 16 
y 


3 


23 
24 








Januar 











AN 





18 


3 


9 


18 


8 
18 


16 
] 


29 
17 








> 09 
12 
0 


3 


3 


] 


13 


10 











18 


13 








l 
) 


9 
» 


No 
ON 
No 


TH 





1 


l 
l 


1 


N= 
Ne 
20 = 
Ne 


E 


1] 


) 


nm 


9 


14 


N 


10 


l¢ 





A= 
oN 
NN 


nN 
Aan 
Ne 
“ih 











ANTITRUST LAWS 





\ 
' 
i 
' 
' 
| 


STUDY OF 





THE ANTITRUST LAWS 3431 


Vew-car registrations by Springfield local dealers, May, June, and July 1955 


May | June 


lot 
Davidson 72 » 
W hite-Greer 111 38 
tal 18 144 
Hall Motors, Inc 86 84 
r-I Ine 31 26 
Motors y , 
McClur ) 
] 45 41 
, In 88 8h 
r: El MeClur ] 4 
Copes Motors 10 9 


ConraDp Morors, INc., 
Springfield, Ohio. 
(Attention: Mr. Elden E. 


July May June! July 
De Soto: Baker-Ice, Ir l 1] ll 
64 Hudson: Lawrence Motors-. } 1 2 
80 Nash: Springfield-Nash 1] 15 | 6 
Mitchell Auto Sales | 
145 Packard 7 a) “2 
S84 Studebaker 12 Q 7 
Willys 0 0 1 
R.J. States Motors, Inc | 
21 Lincoln 2 2 1 
6 Mercury .. ; 25 27 
8 Trenor Motor Co.: 
Cadillac 7 11 ; 
Oldsmobile 20 24 | 26) 
59 Pontiac Conrad Motors, Inc 18 29 28 
10 Total - 542 494 461 


GENERAL Motors Corp., 
DEALER RELATIONS BOARD, 
Detroit 2, Mich., September 6, 1955. 


Conrad, President.) 


GENTLEMEN: We have your letter of September 1, 1955, requesting a hearing 
before the General Motors dealer relations board in protest of the decision of 
Pontiae Motor divison not to offer you a new selling agreement upon the expira- 
tion of your current selling agreement on October 31, 1955. 

I will take this matter up with the members of the board and will write you 


ater to let you know when a date 
Very truly yours, 


ConrAD Motors, INc., 
Springfield, Ohio. 
(Attention: Mr. Elden E. 


for the hearing may be scheduled. 


S. D. Hopkins, Secretary. 


GENERAL Motors Corp., 
DEALER RELATIONS Boarp, 
Detroit 2, Mich., September 30, 1955. 


Conrad, President.) 


GENTLEMEN: Supplementing my letter of September 6, I have called your re- 
quest for a hearing before the dealer relations board to the attention of the mem- 
bers of the board. At present it appears we will not be able to schedule a hearing 


your case until the latter part 
I will get in touch with you. 
Very truly yours, 


ConrAv Morors, INc., 
Springfield, Ohio. 


(Attention of Mr. Elden FE. 


of November. When a definite date can be set 


S. D. Hopkins, Secretary. 


GENERAL Morors CorpP., 
DEALER RELATIONS BOARD, 
Detroit 2, Mich., October 27, 1955. 


Conrad, President.) 


GENTLEMEN : Supplementing my letter of September 6, I am writing to let you 
know that Mr. Curtice is out of the country and is expected to return some time in 


November. I have been holding 


the matter of your application for a hearing 


before the dealer relations board awaiting his return. 
Meanwhile, I have been informed by Pontiac Motor division that you have 


entered into negotiations for the 


sale of the physical assets of your dealership 


d that it is expected that these negotiations will be completed shortly. Ac- 
ordingly, I am continuing to hold in abeyance your request for a hearing before 
the dealer relations board pending the completion of your arrangements. 

After the sellout arrangements are completed will you kindly write to me 


Withdrawing your request for a 


hearing before the dealer relations board so 


that our files on this matter will be complete. 


Very truly yours, 


S. D. HopKInNs. 
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OcTOBER 29, 1955. 
Mr. S. D. HopKINs, 
Secretary, Dealer Relations Board, 
General Motors Corp., Detroit 2, Mich. 

Dear Mr. HopkKINs: In regard to your letter of October 27, 1955, it is true 
we are necotiating with a Motors Holding deal for a sellout of our dealership 
This was to take place November 2, but is now deferred by the request of Motors 
Holding to November 7 

This sellout to the Motors Holding deal, Ernest Pontiac Co., is far from satis 
factory, and not as good in regard to terms as we had negotiated with Mr 
Clifford Zubars, of Portsmouth, Ohio, a former Olds dealer and one recom 
mended by your Pontiac Cincinnati zone office as being eligible for approval. 

On Friday, October 7, 1955, Mr. G. B. Hogan, Pontiac Cincinnati zone manager, 
called me and advised me they had approved Mr. Charles E. Ernest, of Cincinnati, 
for the dealership, and that I would have to negotiate with him and Motors 
Holding and the arrangements I had with Mr. Zuhars would not be considered 
Appointment was made to meet with Mr. Ernest and a Motors Holding repre- 
entative for October 11, 1955 

We were unable to secure the same terms from Motors Holding as from Mr 
ZAuhars: 

1. We secured only a 3-year term of lease on our building instead of a 
»-year term of lease as agreed to with Mr. Zuhars. 

2. Our equipment sale was $27,000 instead of $28,000. 

®. Our parts sales were limited to $12,000—$6.500 return of parts 
granted by Pontiac, against a complete sale of all parts on the following 
terms: 1951-54 and 1955 parts at 100 percent wholesale value; 1950 parts at 
75 percent wholesale value; 1949 and 1948 parts at 50 percent wholesale 
value. 

41. Only a part of the accessories were taken, whereas we could have sold 
all to Mr. Zuhars. 

We entered into this selling agreement with Mr. Ernest and Motors Holding 
because we had no other alternative. This was not in accordance with Mr 
H. EK. Crawford's original recommendation, nor with the agreement made with 
us by Mr. Lathan Clark, regional manager. 

The handling of this termination of franchise and th? arrangement of sellout 
appears to be entirely different from the good dealer-relation policy of General 
Motors as T have learned it to be in the past 22 years as a Pontiac dealer. 

Furthermore, the Cincinnari zone office did not fulfill their promises of 10 new 
cars for announcement time, but gave us only 5, and those not popular models 

Although our sellout and termination will perhaps }e completed before Mr 
Curtice return from Europe, I do not wish at this time to withdraw my appeal 
due to the desire of better factory-dealer relationships throughout the industry; 
and I think this termination and sellout should be investigated by your board. 

Sincerely yours, 


ConRAD Morors, INe., 
ELpEN BE. CONRAD, 
President 


JUNE 24, 1955 
Mr. G. B. HoGAan, 
Zone Manager. Pontiac Motor Division, 
General Motors Corp., Cincinnati, Ohio. 

Dear Mr. HoGan: In your visit last Tuesday the 21st, you suggested that I 
sell my dealership, lease my building to some unknown prospective buyer, and 
to make a decision by July 1st. 

The surprise and shock was so great that I little realized the magnitude and 
importance of such a decision to my business, my employees, my home, and my 
family 

As I recall, parts of the conversation are a little hazy, would you be so kind 
to write me a brief outline; as to Why such a quick decision, how the sale would 
be arranged or any other alternative. I do not recall you mentioning the latter. 

In this short time I have not been able to gather all the facts that would help 
me to arrive at the right decision, but I am putting most of my time to it. 

Thanking you, I remain, 

Sincerely, 
ConRAD Morors, INC., 
FE. E. CONRAD, 
President. 
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you are entirely mistaken. 
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PONTIAC Moror DIvIsIon, 
GENERAL MorTors Corp., 
ZONE OFFICE, 


Cincinnati 2, Ohio, July 26, 1959. 
Conrap Morors, INC., 


Springfield, Ohio. 


GENTLEMEN: Your attention is directed to the fact that your current Pontiac 
selling agreement expires automatically by its terms on October 31, 1955. Please 
be advised that Pontiac Motor division, General Motors Corp., will not offer you 
a new selling agreement and your status as an authorized Pontiac dealer will, 
therefore, terminate on that date. 

Very truly yours, 


H. E. Crewrorp, 
General Sales Manager, 
By G. B. HoGan, 
Zone Manager. 


AvuaGustT 19, 1955. 
Mr. H. E. CRAWFORD, 


General Sales Manager, Pontiac Motor Division, 
General Motors Corp., Pontiac, Mich. 

DEAR MR. CRAWFORD: In your hearing of my appeal that a new selling agreement 
be offered us as of November 1, 1955, for another year, held in one of your offices 
at Pontiac motor division, Pontiac, Mich., August 16, 1955, at 10 a. m., with 
Mr. J. b. Hogan, Mr. Cury, yourself and me, you so ably and persuasive proposed 
I sell my dealership: 

1. That either you or the seller secure the buyer, subject to Pontiac approval 
for a selling franchise. 

2. That the seller negotiate and sell to buyer at his best advantage for his 
equities and investment. 

(a) All parts, accessories and supplies at current wholesale values 

bh) All office equipment, parts equipment, shop equipment, shop tools, signs, 
ind fixtures at present replacement values to as agreed upon by seller and buyer, 
) That the present building at 130 East Columbia Street and adjacent park 
ing lot owned by Elden E. Conrad, be leased at the rate of $1,200 per month. 
/) That seller may remain in used car or other new car dealership in Spring 
field as he desires. 

(e) That in case an approved and satisfactory dealership sellout is not con 
summated by October 31, 1955, said Pontiac dealership will be continued to be 
operated with all the courtesies and advantages of any going dealership. 

f) Pontiac motor division will aid in any way in protecting the interest and 
large investment of over $600,000 of the seller. 

In consideration of protecting the equities of our large investment and due to 
no other alternative extended me by Pontiac motor division, I agree to sell out 
my dealership in accordance with the above terms, although I still prefer to 
remain a Pontiae dealer in Springfield. 

I have not received your formal and written decision as to my reg‘stered letter 
of appeal dated August 5, 1955, to you in accordance with A Message to the 
Division and Dealer Organizations from Mr. H. H. Curtice, dated June 1, 1954. 

Sincerely yours, 
ELDEN FE. Conran, 
President, Conrad Motors, Inc. 


PontIAc Moror Division, 
GENERAL Morors Corp., 
OFFICE OF THE GENERAL SALES M'‘N\¢ 
Pontiac 11, Mich., August 2 


ER, 
4, 1955. 
(‘ONRAD Morors, INC., 
130 East Columbia Street, 
Springfield, Ohio. 
(Attention of Mr. Elden E. Conrad.) 

GENTLEMEN: This is in reference to your letter of August 19, 1955, in which 
you advised me you were interested in selling the physical assets of your dealer- 
ship. If you construe the conditions as set out in your letter of Au cust 19, upon 
which you would be willing to sell the physical assets of your dealership as 
eing a confirmation of any agreements reached in my office on Aucust 16, 1955, 
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During our conference you were advised that Pontiac Motor division could 
not go along with your type of operation and that our decision as set forth 
in our letter to you dated July 26, 1955, remained unchanged. You were 
further advised that you would continue to be a Pontiae dealer until October 3 
1955, and that the Cincinnati Zone would continue to work with you in every 
way possible. Upon the expiration of your selling agreement on October 3 
1955, Pontiac Motor division would stand ready and willing to fulfill its termina- 
tion obligations. 

You were informed that in the event you desired to sell the physical assets 
of your dealership and so advised Pontiac Motor division in writing, Pontiac 
Motor division would refer to you any prospects they might have or might be 
able to develop who would be interested in buying the physical assets of your 
dealership. 

During this meeting you mentioned the value of the building and the physical 
assets of your dealership. I specifically advised you that I did not want to 
nor was I able to at that time establish prices, appraise any item in your in 
ventory or determine the rental value of your dealership building. You were 
informed that we would work with you in every way possible to help you dis 
pose of the physical assets of your dealership in a fair and equitable manner. 

I stated further that if you were in the process of good faith negotiations 
with an acceptable applicant or applicants for a sellout at the time your selling 
ugreement expires on October 31, 1955, we would give favorable consideration 
to your request to extend the current selling agreement for a short period of 
time in order that the expiration thereof would not prejudice your position in 
such negotiations. 

On August 22, 1955, by registered mail you were forwarded a letter con- 
firming the information conveyed to you at the conclusion of our conference 
on August 16, 1955, a copy of which is enclosed herewith. 

We presume that we will hear from your immediately if you wish to notify 
us of your desire to effect a sellout under the conditions which I have repeated 
herein. 

Very truly yours, 
H. E. CRAWForD. 


Pontiac Motor DrvIsIon, 
GENERAL Morors Corp., 
OFFICE OF THE GENERAL SALES MANAGER, 
Pontiac 11, Mich., August 22, 1955. 
ConrAp Morors, INC., 
130 East Columbia Street, 
Springfield, Ohio. 
(Attention of Mr. Elden E. Conrad.) 


GENTLEMEN: This will confirm the information conveyed to you at the con- 
clusion of our conference on August 16, 1955, namely, Pontiac’s decision as set 
forth in our letter to you dated July 26, 1955, remains unchanged. 

Very truly yours, 
H. BE. CRAWForp. 


Pontiac turn-on-the-heat campaign (received from Pontiac Cincinnati zone 
office June 8, 1955) 





Objective Perform- | Percent- | Rating 





ance age factor 
New car sales he tee ke eo ; 60 60 100 (X2 
Used ear sales ean 5 RET As win ts aie 108 109 101 
Used car inventory Esk: eal chastise chilee op cndeks a ete 78 _ 


Total rating factor 


1 Bonus of 10 percent of rating factor if objective is reached. 
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GENERAL Motors DEALERS CAPITAL STANDARD PROGRAM 


MINIMUM CAPITAL STANDARD AGREEMENT WITH 


Dealer: Conrad Motors, Ine. Zone 9. 
Street Address: 180 E. Columbia 
Citv: Springfield; State: Ohio. 


195 Estimated Car Potential (Yearly Averages of 1951-52-53) 


vou 
Units per Year 
Pontiac Sales a cl as pola 194 
Other Car and Truck Sales 


Total Sales_____-_- ieee ; 194 


Dealer’s Basis for Estimating 1953 Car Potential: 
Financial Statements 
Ten-day Reports__- : 
Community Registrations 


Dual Lines Handled: None. 


(Dealer should file this Supplemental Agreement with his current Selling 
Agreement). 


Supplemental agreement by and between the undersigned Dealer, hereinafter 
called “the Dealer” and Pontiac Motor Division, General Motors Corporation, 
hereinafter called “Pontiac” supplementing current Pontiac Selling Agreement 
in effect between the parties. 


WITNESSETH: 


Whereas the parties desire to interpret and define the precise application to 
the Dealer’s business of the provisions and requirements of the aforesaid cur 
ent Pontiac Selling Agreement with regard to the Dealer’s capital requirements 
and the ownership and management of the Dealer’s business in consideration of 
which, among other things, Pontiac heretofore offered and entered into such 
Selling Agreement with the Dealer; now, therefore, in consideration of the 
premises it is agreed by and between the parties as follows: 

1. Minimum Capital Requirements—The minimum amounts of Owned Net 
Working Capital required for the proper operation of the subject dealership is 
$90,233, and that until such time as the actual Owned Net Working Capital equals 
or exceeds such amount, ———————-% of Net Profits (after Income Taxes ap 
plicable to the business) are to be retained in the dealership business and that 
thereafter the Owned Net Working Capital will be maintained at such amount 
as the minimum, provided, nevertheless, that the above required minimum 
Owned Net Working Capital must in any event be attained or supplied by Dealer 
on or before February 3, 1954*, and thereafter maintained. 

The Dealer’s failure to comply with this requirement constitutes a ground 
for termination of the current Pontiac Selling Agreement pursuant to the pro- 
vision thereof entitled ‘Termination for Cause.” 

*In the event that the date specified is beyond the term or beyond the date of 
termination of the Pontiac Selling Agreement pursuant to any provision thereof, 
such fact is not intended to and shall not constitute a commitment on the part of 
Pontiae to continue the current selling agreement in effect or to offer dealer a new 
selling agreement for any period beyond the date of termination thereof. 

2. Revisions of Dealer Capital Standard Agreement—The above minimum 
Capital Requirement may be revised and changed by mutual agreement as 
follows: 


(a) Upon request of the subject Dealer in the event that changes in his opera- 
tions so justify, provided, however, that such operating changes shall have 
been in existence and effect for a period of at least six months subsequent 
to the execution of a previous Capital Standard Agreement between the 
parties hereto. 

(b) Upon request of Pontiac Motor Division whenever a basic change is 
made in the subject Dealer’s Car Potential and/or whenever changes in 
the subject Dealer’s operation so justify. 


57 272—56— pt. T——-36 
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IN WITNESS WHEREOF, the parties have executed this supplemental 
ee to the aforesaid Pontiac Selling Agreement this 1 day of Novem- 
ver 1954. 


APPROVED: Pontrac Moror Division 
GENERAL Morors CorPoRATION 


H. E. CRAWFORD, 
General Sales Manager. 
G. B. Hogan, 
Zone Manager. 


By Even E. Conrap 
(Person named in Par. Third of Selling 
Agreement and Title) 


By [blank] 
(President or Officer, if a Corporation 
and different from above). 


GENERAL Motors DEALERS MINIMUM CAPITAL STANDARD PROGRAM—WORKSHEET 


Dealer Name: Conrad Motors, Inc. 
Location: Springfield, Ohio. 


CAR POTENTIAL 


Average annual sales during calendar years of 1951 and 1952 (est.) of new: 
Unita per year 


Total 


Date of Statements used to prepare this worksheet—From August 1, 1952 
to July 31, 1953. 

Note :—In some cases Monthly Trends will be required and a minimum of six 
monthly statements should be used. In others the latest year-to-date experi- 
ence (Minimum of Six months) can be used. 


CAPITAL GUIDE 


. Cash 
One average month’s total expenses for the last 12 months. 

. Receivables 
The average month-end investment for the last 12 months. 

. Company Cars 
The number agreed upon by Division and Dealer at the average 
cost to the Dealer of the current models. “Company Cars” in- 
cludes the cost of: the car, E. O. H., freight, optional equipment, 
accessories, and special bodies and truck equipment. The dealer’s 
equity in company car inventory shall be 100% of that inventory. 

. New Cars—16 at $2,127 
One average month’s stock based upon car potential (the dealer’s 
average monthly unit sales over the past two years) and upon 
schedule “A,” see below) at the dealer’s average cost of current 
models. “New Cars” include the cost of: the car, E. O. H., freight, 
optional equipment, accessories, and special bodies and truck 
equipment. The dealer’s equity in new car inventory shall be 
100% of the new car inventory at car potential. 

» Ulie8 CRP on ce cece cence een one awe eens 
The average month-end dollar inventory for the last 12 months. 

. Parts 
Three month’s supply, based upon average month’s cost of parts 
sold for the last 12 months. 
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Aceessories_ 
(a) Not with new cars: two month’s ‘supply, based upon average 
month’s cost of sales of accessories sold for the last 12 
months. 
(b) With new cars: dealer installed, already provided for in 
items 3 and 4, above 
& Other Inventories 
The average month-end dollar inventory for the last 12 months. 
Exceptions to be made in the cases of dealerships which stock new 
farm implements and/or other lines of new nonautomative prod- 
ucts. In those cases the capital requirements may be limited to 
the dealership’s average net investment in such new merchandise 
for the last 12 months. 
9. Prepaid Expenses 2, 248 
The average month-end investment for the last 12 months. 
378, 734 
10, Tims, CI nmr aii io casi erin Sao $1, 924 
One month’s supply of parts, accessories and miscellaneous 242 
goods, based upon average month’s cost of sales for the 
last 12 months. 


Less subtotal 


12, I 


SCHEDULE ‘“‘A’’.—REQUIRED NEW CAR STOCK AS PERCENT OF DEALER CAR POTENTIAL 


: Average Month’s 
Dealer Car Potential : Stock at 


Average 1 to 50 Units per Year (all lines handled) 
Average 51 to 150 Units per Year (all lines handled) 
Average 151 to 200 Units per Year (all lines handled) 
Average 201 to 250 Units per Year (all lines handled) 
Average 251 to 300 Units per Year (all lines handled) 
Average 301 to 350 Units per Year (all lines handled) 
Average 351 to 400 Units per Year (all lines handled) 
Average 401 to 450 Units per Year (all lines handled) 
Average 451 to 500 Units per Year (all lines handled) 
Average 501 to 550 Units per Year (all lines handled) 
Average 551 to 600 Units per Year (all lines handled) 
Over 600 Units per Year (all lines handled) 


STATEMENT OF EDGAR H. ZIMMER, EAST SIDE 
BUICK CO.—Resumed 


Mr. Zimmer. Mr. Chairman, I would like to make a statement, and 
I think it is important. In our final sale and yageec pear of our 
dealings with Buick, we sold out October 15, 1954, and in January of 
that year a district manager for Buick came to my house with a check 
for $5,800, with a letter terminating, saying, “This is a settlement in 
full,” or “final settlement and payment in full,” for what they owed me, 
and had a letter or receipt for me to sign, stating that, along with the 
release - the amount of money, that I would not sue them for any 
reason. I do not know what the purpose of it is, but it more or less 
riled me, and I did not accept the check because they did owe me addi- 
tional money. 

Senator O’Manoney. Did you sign the receipt ? 

Mr. Zimmer. I finally signed it in April of 1955 when they brought 
the additional $3,700 that they owed me. 

Senator O’Manoney. You got your additional money ¢ 
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Mr. Zimmer. The additional, or this money, and at that time they 
gave me the same form to sign, but no receipt or copy of it for my own 
file. 

Senator O’Manoney. Thank you very much, sir. 

Mr. Conprap. May I say that during the years of 1946, 1947, 1948. 
1949, and 1953, we were always asking for more automobiles and could 
not get them to make delivery, and we could not get our price class up 
to what they term the zone average or national average. In 1954 we 
had a poor year, which we admit. In 1955 we could not get automo- 
biles suitable for announcement and for the early part of the run. In 
the last part of April they started pouring cars in. In June they come 
in and said I did not sell the cars that they gave me in April and May. 
I want also to say about this sellout, I had another purchaser who | 
had secured through an advertisement in the Automotive News—it 
would be to my advantage—he had already been considered in the zone 
office, they told me that ‘T could go ahead and negotiate with Mr. Clif 
Zuhars, of Portsmouth, Ohio, and it would have to have been to my 
advantage, because I would have got a 5-year lease for my building in 
stead of a 3-year, and I would have gotten in the neighborhood of : 
thousand doll urs more for my equipment and a thousand dollars more 
for my accessories, but I had no alternative except in negotiating and 
dealing with motor holdings division of General Motors. 

Senator O’Manoney. Thank you. Does that finish your prelimi 
nary statement ¢ 

Now you, sir. 


STATEMENT OF W. E. BUNTING, BUNTING PONTIAC CO. 


Mr. Buntine. I am William Bunting, Selbyville, Del., ex-Pontiac 
dealer. [have a en in the automobile business since 1922. I signed the 
first contract with Pontiac in 1926. 

In 1938 they terminated my contract, because I was not selling 
enough cars, and in 1940 I took Studebaker and Pac ‘kard, and in 1941 
Pontiac came back and wanted me to take it back again. And, of 
course, I did not take it for quite a while. They kept coming every 
week or two, wanting me to take it back, that it would not be like it 
was before. 

So we made out fine. Everything was all right until July of this 
year, when we got a letter saying that our contract would not be re- 
newed when it expired the 31st of October. 

I think the rest of our grievances and everything have been about 
similar to the others I have heard today. Some of them sounded so 
much like my own case, I thought it was my case. 

If you want ast atement, I will be glad to supply it. 

There was one little thing I noticed a while ago, one of the gentle- 
men said on his billboard business. I offered to put up—I have 3 of 
their billboards—I only have 2 now, I am sorry—I had 3—and they 
charged $8 a month for those things. They are just a little old thing. 
They are nothing. I wanted to put a big one up at the end of the 
town and just g eo ahead and take that out of the fund. No; they would 
not do that. “You pay for the sign yourself. It does not come out of 
the cooperative advertising.” 

So [arranged with the man to build me a couple of signs, and I have 
been paying about $30 a month apiece for them, where Tam only pay- 
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g about $80 a month for these, but I would be getting something. 

“No, sir, I could do it if I wanted to, but I still had to have these 

thers, just the same.” That is all. . 

Senator O’Manonry. Was this contract to be made with the Pon- 

ac division for the signboards ? 

Mr. Buntrtnea. I did not make the signboard. 

Senator O’Manonery. But it was supposed to have been made with 

e Pontiac division 2 

we Buntinc. For the little ones, but for this big one—— 

ator O°Manoney. Get my question straight. I know that you 
rante a to build a big one yourself. That is clear from your testimony. 
| know that you were urged to take the smaller ones. Now what I want 
to know is who urged you to take the small ones? 

Mr. Buntine. Pontiac. 

Senator O’Manoney. And did you take them? 

Mr. Buntina. Yes. 

Senator O’Manoney. Whom did you pay for them ? 

Mr. Buntine. McManus, Jones & Adams. 

Senator O’Manoney. Who is that ? 

Mr. Buntine. They are the ones that does their advertising. It is 

advertising concern. 

Senator O’Manoney. But it was not for the Pontiac division ? 

Mr. Buntine. No, sir. 

Senator O’Manoney. That is what I wanted to know. Is there 
inything else that you desire to tell us ? 

Mr. Bunting. T will tell you the rest of it in the statement that I 
will submit to you. I do not know anything that I can add right at 
the present. 

Senator O’Manonry. You saw the current of the testimony today. 
You have heard the members of the committee ask for copies of letters 
ind telegrams and the like. Please furnish those, if you will, sir. 

Mr. Bunting. It is just about like most of the rest said, they put 
age little in writing. They give a lot of telephone calls, and if 

hey have got something to tell you that they want you to know, they 
W will send a man down, and spend an hour talking with you about it, 
but you will not get it in a letter. 

Senator O’Manoney. Their tracks are covered up. 

Mr. Buntine. That is right. 

(Mr. Bunting’s statement follows :) 

BUNTING PontTtac, INc., 
Selbyville, Del., December 9, 1955. 
JOSEPH W. BuRNsS, 
Chief Counsel, 
Senate Antitrust and Monopoly Subcommittee, 
United States Senate, Washington 25, D. C. 

Dear Sir: I am sending you this brief outline of my experience with Pontiae 
Motor Co. as you requested I do at the hearing. Here is a bit of background 
eading up to the cancellation of my Pontiac dealership in Selbyville, Del. I 
started in business in 1922 in Selbyville, signed first Pontiae contract to sell 
Pontiac and Oakland cars about April 1926. In 1929 I purchased a new location 
and built a new building on it. In 1938, Pontiae decided to cancel my contract 
ind sign up a new dealer 10 miles south of us. He lasted 2 years. In 1940, we 
ook on Studebaker and Packard; they were new cars in this territory at that 
ime and we did a pretty good job. Pontiac called on us almost weekly to 
e-sign their contract; said that things were much different now. 
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We stayed open during the war years and serviced Pontiac automobiles, looked 
up and delivered many new cars that were made on purchase certificates. By 
constant advertising, good service, good mechanics and equipment we have helped 
in a great way to get a very enviable position for Pontiac. 

In 1950 we remodeled and enlarged our place, mo‘lernized it to a great extent 
and a great cost to us, opened a new used-car lot with the Pontiac used car 
sign. We have constantly carried a large inventory of parts catering to all 
phases of the automobile business. 

In the pust few years we have been under the constant pressure to sell more, 
or give them away just to sell more cars. All the time there has been a veiled 
threat of cancellation if we did not sell more cars. I have gone along with every 
sales promotion and advertising scheme that they have ever suggested. 

As of January 1, we incorporated under the name of Bunting Pontiac, Inc., 
I dil not know anything about the cancellation or thoughts of it until their 
letter of July 27, stating they would not renew our selling agreement on October 
3 In the terms of the contract we are allowed to return a small portion of 

rts for credit, but nothing is said as to what we are to do with the rest. 

As I sat at the hearing of December 1, and listened to the stories of the other 
dealers, they sounded so much like my own, I could almost believe it was me. 
We have many dealers in our territory whose sales are no more than ours and 
many cases of a lot less. The only possible reason I can see is not giving away 
enough cars. I realize this cannot help me in any way but hope that it might 
make a difference to some dealer in the future. 

I wisa to thank you and your committee very much for the great job they 
are undertaking and wish it all the suceess that I believe it is bound to have. 

Yours very truly, 
W. E. Buntina. 

Senator O'M are, Before adjourning I wish to say that Mr. 
Green of our staff has just brought me a copy of the statement pre- 
pared by Mr. ¢ ‘urtic e, president of the General Motors, which I take 
it was the one presented to the press gallery. This is not marked to 
indicate any time of release. It is entitled, “The Development and 
Growth of General Motors, Statement by Harlow H. Curtice, Presi- 
dent, General Motors, Before Subcommittee on Antitrust and Monop- 
oly of the United State Senate Committee on the Judiciary, Friday, 
December 2, 1955, Washington, D.C.” 

It was our program and still is to call Mr. Curtice tomorrow, but he 
will not be the first witness. It was because of the information that I 
received from the press that this was marked “Release for 10 a. m. 
tomorrow” that I made the statement which I did make immediately 
after the short recess when I was called to the telephone. 

[ want it understood that my information was apparently erroneous. 
Of course, I do not know what was on the document handed to the 
press gallery, but this release, of course, should have been given out 
for release when delivered. 

With that statement, do you have any other witnesses, sir? 

Mr. McHven. No, Senator, that is all. 

Senator O’Manonry. The committee will stand in recess until 10 
o'clock tomorrow morning. We are very grateful to each of you four 
gentlemen for the statements which you have made and for your co- 
operation in agreeing to this proposal. May I now offer for the rec- 
ord the Arithmetic of Disaster by L. C. Anderson of L. C. Anderson, 
Inc., which will be placed in the files of the subcommittee. 

(The volumes referred to will be found in the files of the sub- 
committee. ) 

Sy nator O’Manoney. The meeting tomorrow morning at 10 o’clock 
will be held in the Judiciary Committee room, 424. 

W hereupon, at 5:35 p. m., the subcommittee recessed to reconvene 
Friday, December 2, 1955, at 10 a. m.) 
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FRIDAY, DECEMBER 2, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
424, Senate Office Building, Senator Joseph C. O'Mahoney presiding. 

Present: Senator O’Mahoney, Senator Wiley, Senator Saad. and 
Senator Dirksen. 

Also present: Joseph W. Burns, chief counsel, and Donald P. Mc- 
Hugh, assistant counsel. 

Senator O’Manoney. The subcommittee will come to order. 

Mr. burns, are you ready to proceed ? 

Mr. Burns. Yes, Senator. 

Senator O’Manoney. What is the program that you have outlined 
for this morning ¢ 

Mr. Burns. Senator, this morning we wish to interrogate some of 
the officials of the General Motors Corp. 

I think it would be well to state that for about 3 months the staff 
has been in constant touch with Mr. Hogan, chief counsel of the cor- 
poration, and has arranged with him for the submission to the staff 
of considerable data with respect to various parts of the operation of 
the General Motors Corp. 

The staff has interviewed many of the officers of the corporation and 
at this time, although our study is far from completed, the staff be- 
lieves that it would be appropriate to have part of our study conducted 
through the form of a public hearing in order to permit persons 
throughout the country who are interested in the committee’s work, 
first, to know about it, and, second, to contribute any views they have 
with respect to it. 

We would like to ask various officers of the corporation how their 
particular divisions operate, in order to make available information 
which will be useful in the continuation of our study. 

At this time, we believe that we can have a hearing which will pro- 
duce useful information, but we have an understanding with Mr. 
Hogan that questions which are asked to which the officers do not have 
the information readily available may be supplied at a later time. 

Mr. Hogan has arr anged, as you can see, to have here today the 
officers we have requested to come here, and he also requested that Mr. 
Curtice, who is now the president and chief executive officer, be per- 
mitted to make a short statement. 

I told Mr. Hogan that our order of witnesses would place Mr. Cur- 
tice at the end of the presentation, because we felt that after interro- 
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gating different vice presidents with respect to their divisional opera 
tions, he could be in a position to draw together many of the ends 
which had been developed. 

Mr. Hogan has sent to us yesterday a statement which is a little 
longer than we had in mind. We told Mr. Hogan that we did not 
want at the beginning of the hearing to have a full length statement 
by Mr. Curtice, because that would mean that it would be necessary to 
interrogate him about the information in the statement, that we pre- 
ferred to start with Mr. Sloan, but that if the corporation felt that 
some brief introductory remark of 15 or 25 minutes was desirable, that 
I did not believe that would upset our program. 

I have glanced at the statement which was sent to me by Mr. 
Hogan yesterday and it is my feeling, at the staff level, that it goes 
into the very kind of detail which I think would be better left until 
we had discussed with the other executives the parts of their opera- 
tion in which we are interested. 

Now, of course, it is up to the chairman as to what procedure should 
be followed but it would, in my opinion, disorganize the preparation 
we have been making for several weeks if that entire statement should 
be presented at this time. 

I believe it is very useful to have such a statement, and I welcome 
the presentation of it at the proper time in the hearing. 

I would also say to you, Senator, that we had received some letters 
from certain dealers who presently hold their dealerships with the 
General Motors Corp., but that we were unable to get them to consent 
voluntarily to come before the committee, and I call that to your 
attention, und request you to make a decision as to whether we should 
proc ‘eed with any of those witnesses who are reluctant to testify. 

Senator O’Manonry. The regular order, as announced to me, was 
that you had planned to present Mr. Sloan as the first spokesman for 
General Motors, not for the purpose of dealing with the present oper- 
ations, which we regard to be wholly within the jurisdiction of Mr. 
Curtice, the preside nt, but to review the historic bac kground, and that 
our hearing today would involve the presentation of brief statements 
on the part of three dealers presently engaged in the distribution of 
General Motors cars; that, to be followed if it was so desired, by a 
brief summary statement by Mr. Curtice; then we would go to Mr. 
Sloan, and then proceed. 

Does that substantially state, Mr. Hogan, your understanding with 
Mr. Burns? 

Mr. Hogan. Well, I thought we were going to start this morning at 
10 o’clock with Mr. C urtice reading a statement, and then after he 
read this summary of his statement, that Mr. Sloan would then be 
interrogated as to the early days of General Motors, and that 

Senator O’Manoney. I think there is a misunderstanding of some 
kind. 

Mr. Hogan. And the questions to Mr. Curtice would be deferred 
until Mr. Burns wanted to give him the regular—— 

Senator O’Manoney. We would like to get very much the statement 
of the three present dealers in the record before we invite the General 
Motors presentation. 

I felt that you ought to have before you everything that is being 
presented on behalf of the dealers at this time in the hearings before 
you make your own statements. 
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I felt that General Motors might be swayed by some of the testi- 
nony that is now being presented, and there being no objection, that 
; the way we would proceed. 


STATEMENT OF M. H. YAGER, PRESIDENT, YAGER PONTIAC, INC. 


Senator O’Manonry. Mr. Yager, would you be good enough to be 
ceated ? 

Supplementing what has already been said by Mr. Burns, I wish 
to explain why we are today calling by subpena a Mr. M. H. Yager, 
president of Yager Pontiac, Inc., 470 Central Avenue, Albany, N. Y. 

I received from him under date of November 11, 1955, the following 
etter: 

DeaR SENATOR: The press and trade publications state that you are under 

ng an investigation of General Motors, and I should like to impose upon you, 
expressing some of my opinions and thinking as regards them. 

Mr. Burns, will you see that copies of this are distributed to the 
General Motors officials who are here, and to the press ¢ 


By way of introduction 
this is Mr. Yager writing 


I am the Pontiac dealer in Albany, N. Y., and have been since 1941. Prior to 
hat I was in the direct employment of General Motors from 1925 in various 
vholesale and retail capacities covering the geography from Spokane, Wash., to 
New York City, and worked ty way from a field representative to zone manager 
ind one 8-year period managed the Pontiac retail store on Broadway in New 
York City owned and operated directly by General Motors. In the f 


going, 


ou can see that My automotive experience has been wide and varied in both 


holesale and retail operations through continuous service with General Motors. 

[ am also the duly elected Pontiac chairman of the New York State Industry 
Relations Committee. This committee is integrated with both our State dealers 

ssociation and NADA. Iam president of the Upstate New York Pontiac Dealers 
\ssociation and a director of the Albany Auto Dealers Association. 

Over the past 30 years, I have developed an ingrained loyalty, admiration, 
affinity, and trust in General Motors that current developments have by no means 
killed but have certainly shaken. 

What worldly goods I have today I will attribute partly to my own abilities 
but certainly must give due credit to my association with General Motors. My 
corporate balance sheet reflects a very gratifying and reassuring total of assets 
I am reciting this to show you that there is no venom or animosity in what I 
am herein about to say. May I also state that I have no personal ax to grind 
for I have always made money and have even shown a small profit during 1955. 
lf am 52 years of age and do not believe that my thinking is brought about by 
senile decay. 

I have recently come to the conclusion that all the ethics, dignity, and fun 

ve gone out of the automobile business. Ethics have become what you can 
get by with legally, dignity is completely gone, and without those two prere 
juisites, there isn’t much fun in doing business. 

While your concern at the moment is General Motors, it is my studied opinion 
that the conditions existing today have been brought about by a battle of the 
litans in our industry, namely, General Motors, Ford Motor Co., and organized 
labor. All three are headed up by individuals who are in extremely strong 
positions, avowed and admitted enemies of each other, who are ruthlessly 
gratifying their own ambitions regardless of consequences—to emulate Caesar, 
‘The whole of Gaul is divided into three parts—and of all these General Motors 
is the most fierce in the waging of war.” Their performance is undemocratic, 
unpatriotic, and has already brought great chaos to the industry and unless 
hecked will bring disaster. 

History shows that relatively few men are capable of handling power and 
authority without becoming dictators and little Napoleons. General Motors 
was fortunate through its formative and developing years in having such rare 
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men at the helm. I particularly refer to Alfred P. Sloan and William S. Knudsen 
under whose statesmanship General Motors was really made. 

In reflecting on my thinking, the disturbance seemed to begin at the start of 
the stewardship of the present administration who, unfortunately, have not 
displayed the statesmanship of their predecessors, but rather have adopted the 
policies of arrogant, selfish dictators, and have attempted to brainwash first, 
the wholesale organization of General Motors and second, the dealer body to 
their dogma of more and more production and wilder and wilder distribution 
methods which has resulted in complete chaos in the distribution end of this 
business. 

Their dogma of ever gyrating production is resulting in maldistribution, 
forced distribution, and rampant bootlegging and both unreasonable and danger- 
ous credit practices. These conditions can only be brought about through 
unbearable pressures that have reached the point of out-and-out threats to 
anyone who does not agree with their policies. The result is that dealers are 
becoming pawns and vassals in their game rather than independent businessmen 
under the free-enterprise system. 

General Motors are experiencing exceedingly fat profits, the statistics of which 
you are familiar. No doubt, NADA has provided you with equally disturbing 
Statistics on the lean profits in the retail distribution end as a result of the 
policies promulgated by them. Further, such policies have proved to be “bone 
crushers” for the competing independent manufacturers, and as their position 
is improving, they seem to have an insatiable desire for more blood. 

As evidence of this desire, I have it on repeatedly good authority (though I 
wasn’t personally present) that the president of General Motors made the follow- 
ing statement at the recent meeting of the Pontiac wholesale organization when 
the 1956 line was presented to them. His first statement was, “After all, out 
of every 100 sales General Motors is losing 48 of them, and I will not be happy 
until it is at least no more than 40.” 

That statement proves beyond doubt their purpose to dominate the industry, 
and then he was reported to have stated, We are not going to let any selfish 
dealers stand in the way of the progress of General Motors.” The meaning 
of that, of course, was that price class and penetration of given markets is 
their God, and dealer profits, ethics, and time-honored good business, not to 
be considered. 

Over the years, I have developed quite a wide acquaintanceship with a great 
many men in this business, both in the manufacturing and distribution ends 
I have the confidence of many of them and have discussed current trends with 
a large number of them. The dealer fraternity feels pretty much as I am 
expressing myself here, and I think it is safe to say that a high percentage of the 
wholesale organization is not in accord with General Motors’ current policies 
but are in a helpless position and must carry them out as directed. 

In my own instance, we run a reputable establishment and have a good repu- 
tation in our community. However, recently I was called into the zone man- 
ager’s office. He complimented me on our building facilities, service organiza- 
tion, financial structure, and reputation in the community. He then proceeded 
with a set of charts showing my price-class position which is admittedly below 
their national average and was in that position in the immediate postwar years 
when they controlled distribution at the time cars were in short supply. How- 
ever, he refused to discuss what they had done, but in a highhanded manner 
advised me that something has to be done on better market penetration, or 
else. 

I tried to point out to my zone manager that their policies are interfering 
with nature for in any given community a few dealers can be wild men so far 
as dealing in short profits is concerned and through that method make a satis- 
factory profit for themselves, but plain arithmetic proves that when every dealer 
in a community becomes equally wild, nobody can possibly make a profit which, 
in turn, would make it impossible to maintain adequate service facilities to take 
care of the public. Most of the wheeling and dealing’ dealers and none of the 
bootleggers maintain any semblance of service facilities. Maybe it’s old fash- 
ioned to be quality dealer, but I don’t believe either the manufacturer or the 
public can get along without them. Seemingly, each manufacturer, particularly 
the units of General Motors, wants his respective dealers in every community 
to be top dog volumewise regardless of all other considerations. 

From the above you might logically ask yourself, “Why doesn’t this fellow 
just go fishing and forget the whole thing?” That I could do without any per- 
sonal worries or hardship and will do if it becomes inevitable, but I certainly 
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jo not want to for several reasons. First, I still have several productive years 
ihead of me, and it has been my observation that if a man quits his life work 
too soon, he quickly disintegrates. Second, my employees and their dependents 
onstitute a family of some 200 souls toward whom I feel a paternal loyalty. 
Many of these people have been with me a great many years and I owe them 
that loyalty and gratitude. Last, but not least, I am a Dutchman and don’t 
like to quit because the going gets rough. 

I am certainly not against big businesses just because they are big. Bigness 

n itself generates many advantages that can better mankind at large, but I 
m against any bully whether he is big or little and whether I meet him in or out 
f business. I have never known General Motors to be a bully in all my years 
with them until this administration came along, but they have proved to be a 
bully of the greatest magnitude, and I think it is high time their wings were 
lipped even if it takes Government intervention to do it. 

In my experience there have, of course, been numerous ups and downs in the 
business cycle including the crash of 1929 and the depression years that followed. 
Always in the past there has been a camaraderie and esprit de corps in this busi- 
ness which seems completely gone today, for in my contact with other dealers, 
both in personal conversation and at State and national gatherings, the dealers, 
collectively, are good and mad, and their morale is at the lowest ebb of my 
experience. The thinking men in the wholesale organization are disturbed. 

| hope that I have impressed you that I am not motivated from a personal 
angle alone, but rather a deep-seated concern about the existing conditions in 
this great industry that is such an important part of the economy of our great 
country. I sincerely trust that out of your deliberations some constructive and 
beneficial results may come—not to tear General Motors to ribbons, but rather 
to correct the abuses of bigness that they have recently practiced. 

Very truly yours, 
M. H. Yacer, President. 

On the receipt of that letter I made several efforts to communicate 
with Mr. Yager by telephone. Frankly, I read that letter with con- 
siderable surprise, because I had been led to believe that no present 
dealer would venture to appear before this committee and testify 
voluntarily, because of fear of reprisals. I used that word 2 or 3 
times during the progress of this hearing. As I recall, I used that 
word when Mr. Hamilton, the former head of the diesel division was 
here, accompanied by Mr. Hogan. 

At that time I asserted my belief that General Motors would not 
undertake to punish by reprisals any dealer who wished to take ad- 
vantage of the American right of free speech, and to discuss before 
a committee of the United States Senate the problems affecting the 
economy of our country. 

I told Mr. Yager that, in my opinion he ought to testify, and I said 
to him, “I think that so array that I am going to ask that you be sub- 
penaed, and a subpena would be issued for you.’ 

It was issued, and Mr. Yager is here this morning in response to 
that subpena. 

| have arranged for him to come here and to testify in the presence 
of these executives of General Motors in order to emphasize the plea 
that I am making to them on his behalf that no punishment shall be 
visited upon him or any other dealer who wishes to tell the body which 
has jurisdiction over the regulation of interstate and foreign com- 
merce what he believes with respect to this great problem, than which 
there is no greater confronting the Congress of the United States. 

Mr. Hogan. I suppose, Senator, the best way to answer that is to 
give you a story of history in the South Bend case, which was the 
finance case brought by the Government against General Motors 
Acceptance Corp., tried in South Bend in October and November 1939. 
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Eight dealers testified, who were dealers, at the time of testimony, 
and I think you might be interested in knowing their cea status 
Remember this is testimony they gave in October and } November 1939 

The first is a Mr. Underwood of Gas C ity, Ind., who is still 
Chevrolet dealer; Mr. Burwell of Spartanburg, S. C., who is todas 
a Chevrolet dealer; Fox-Randel of Wichita Falls, Tex., is still a 
Chevrolet dealer: Berna Martin of Long Beach, Calif.—he is dead, 
but he is sueceeded by his son, today is still a dealer; Mr. Downs of 
Elkridge, Md., who resigned in December, 1940 to take on a DeSoto 
Plymouth franchise; Mr. Hellman of Cleveland, Ohio, he resigned in 
April 1952 because with the war he was dissatisfied with the prospects 
of making money under war conditions because he had no cars. 

Mr. Darling of Augusta, he ret oa in June 1955, and sold the dealer 
ship to his general manager; Mr. Grant T. Munson was canceled by 
General Motors in February 1941 for personal conduct. 

Mr. Grant Munson, I think you might be interested to know, brought 
a suit against us in the United States District Court for the Northern 
District of Indiana at Fort Wayne on July 11, 1944; it was tried before 
a jury. and on May 29, 1945, a jury brought in a verdict in favor of 
General Motors C orp. 

I think that that history probably says more of the position of 
General Motors than any generalizations or any talk. 

Senator O’Mantoney. Well, it certainly does reveal, Mr. Hogan, the 
policy of General Motors at that time. I trust it still is the policy ot 
General Motors. 

Mr. Hocan. I would think, Senator, that you will learn from the 
statements of some of the other witnesses, that if General Motors de 
cides not to renew a dealer, it will be because of poor performance, not 
because of his testimony here. 

If his performance is good, his testimony here makes no difference 
If his performance is bad, his testimony here makes no difference in 
the decision of General Motors. 

Senator O’Manonry. Well, that is a very encouraging statement, 
of course, coming from the vice president and general counsel 
General Motors. 

I want to repeat in the presence of all of the executives of Genera! 
Motors what I have repeatedly said before, an expression of purpose on 
my part, which some persons who have not heard me conduct the 
economic hearings that I have conducted in the past do not believe, 
but it is the truth. 

[ have no interest in promoting any prosecution of any individual 
or any corporation for any violations of the antitrust law, but I pro- 
foundly believe that if the United States of America is to win the 
economic war which is being waged against it by Soviet Russia, it 
is uncumbent upon leaders of industry, “of government, of local _ 
ness, to come to an understanding with respect to the rules of 
sponsibility by which our economy shall be conducted. 

I have always hoped that the time would come when it would be 
possible for the leaders of concentrated industry, and the representa 
tives of the people and the people themselves, to meet amicably around 
the table such as we have here today, and amicably discuss without 
venom, without animosity, the deep problems of our country. 

We are living in a century filled with fateful decisions, and unless 
the people of the United States maintain a free economy, the free 
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onomy will be lost for the world, because there is no leadership to 

ike our place. 

Mr. Burns, you wanted to ask Mr. Yager some questions ? 

Mr. Burns. Yes, Senator, I asked Mr. Yager to come to my office 

fter you had decided that he should be subpenaed, and in order to 
save time today we had him prepare a statement, so that he could 
ead it and others would have copies of it available. 

And, I would like Mr. Yager to read the statement which he has 
prepared. 

Senator O’Manonery. You may proceed, Mr. Yager. 

Mr. Yacer. Senator O'Mahoney and honorable members of your 

taff, if I may be permitted, before I read this statement, I would like 
to have the opportunity, or take the opportunity, to pay personal trib- 
ute toa man in this room that I personally have the greatest respect, 

lmost reverence, and I might say affection for. And Lam sure that a 
vast majority of the Pontiac and the General Motors dealers of the 
United States, were they here, would be most happy to join me in that 
ae I refer to Mr. General Motors himself, Mr. Alfred P. Sloan. 

am M. H. Yager, president and sole owner of Yager Pontiac, Inc., 

70 Central Avenue. Albany, N. Y. I am the Pontiac dealer there 
ind have been since February of 1941, currently selling approximately 
00 cars per year. Prior to that time I was employed directly by 
Gieneral Motors from 1925. During my employme nt with them I head- 
quartered in the following cities : Spokane, ( ‘hicago, Milwaukee, Cleve- 
land, New York, Detroit, Cincinnati, Buffalo, Philadelphia, and 
(Albany. 

During the time I bore the following titles: Field representative, 
district manager, car distributor, zone sales promotion manager, 
regional sales promotion manager, city sales manager, assistant zone 
manager, and zone manager. 

During one period 1930-31 and part of 1932, I managed the Pontiac 
retail store on Broadway, New York City, owned and operated directly 
by General Motors and, at that time, their 1: argest outlet in the world. 
[have sold untold millions of dollars worth of Pontiac motor vehicles, 
both one at a time and by the trainload. I have signed innumerable 
dealers, large and small, from coast to coast. I have been instrumental 
n the employing and early training of several members of the pres- 
ent Pontiae wholesale personel who hold titles up to the rank of 
regional manager. 

I have served under 4 presidents of General Motors, under 4 general 
managers of the Pontiac division of General Motors 

Senator Lancer. Who were those four? 

Mr. Yacer. Mr. Alfred P. Sloan, Mr. William S. Knudsen, Mr. 
Wilson, and Mr. Curtice. 

Under 4 general managers of the Pontiac division of General Motors, 
inder 12 general sales managers of Pontiac and, to the best of my 
knowledge, there is now only 1 man in the sales department of the 
Pontiae motor division who pred: ites me. 

I left Pontiac voluntarily to go in business for myself, and have 
made a financial success of my present business, for I have made a 
profit every year and, as a matter of fact, have had very few loss 
months in the approximate 15 years of operation. 

Senator O’Manonry. What is your present business ? 
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Mr. YAcer. I am the —— ac dealer in Albany, N. Y. 

Senator O’Manonry. I didn’t want any misapprehension on that 
point. 

Mr. Yacer. I am also the duly elected Pontiac chairman of th: 
New York State Industry Relations Committee. This committee con- 
sists of one man representing each make of automobile elected by bal- 
lot through our State dealers association in which instance the dealers 

are given a free choice as to which dealer they want to represent them. 
This committee is integrated with both our State dealers association 
and NADA where on a national level each make chairman represents 
his State. 

I am president of the Upstate New York Pontiac Dealers Associa- 
tion and a director of the Albany Automobile Dealers Association, 

Some aspersions have been made of the political aspect of this hear- 
ing. I should like to state that I am not a politician, am unenrolled, 
and have always voted as my conscience dictates. I should like it 
understood that I am not here for political reasons, neither to bolste 
one side or to attempt to embarrass the other, but rather on a deadly 
serious business, the commission of which I have been both advised 
and warned may mean business suicide. More importantly, I may 
be hazarding the fate of some 200 others consisting of my employees 
and their dependents. 

It would seem that such a warning should be impossible, for it is 
inconceivable that any man or group of men under a cor porate banner 
could cause such concern about a citizen appearing under subpena in 
the United States Senate when, under the Constitution, we are guar- 
anteed the right of freedom of speech, freedom of the press, and free 
enterprise. 

I am here at the request of the subcommittee and under subpena. 
On November 11, 1955, I addressed a letter to the chairman of the 
subcommittee expressing my point of view concerning the problem 
we are attempting to solve. I expected at most a polite but perfunc- 
tory acknowledgment. I have been astounded by what has since de- 
veloped and that you have seen fit to subpena me here as a witness. 

It is only after a great deal of soul-searching that I reluctantly 
bring myself here today to say the unkind things about General Motors 
that I deem necessary. I have resolved to do so only because of the 
importance of this great and indispensable company’s present and 
potential impact on both the dealer economy and the economy at large. 
In my letter to you, I briefly alluded to my own problems of the mo- 
ment, but stated I was not then—nor am I now—motivated from a 
personal angle alone. Instead of further pursuing my individual 
problems, I think it better to devote the time allotted to me here upon 
the broader aspects of the subject at hand. 

I am advised that you have already explored the ramifications of 
the General Motors business other than automobiles. My part in the 
picture is the factory-dealer relationship, and I shall endeavor to con- 
fine my remarks to this particular segment of your hearing, although 
it will be necessary for me, from time to time, to mention the industry 
as a whole as it relates to our subject. 

The automobile dealer fraternity is made up of some 40,000 business- 
men in every city, town, and hamlet in the country, employing hun- 
dreds of thousands of people. While there are no exact statistics 
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available, it is safe to say their collective financial investments total as 
creat, if not a greater, figure than that of the manufacturers 

A vast majority of these men are good, solid citizens who shoulder 
their part in public affairs, philanthropies, church and school affairs, 

nd who pour billions of dollars into payrolls and the stream of com- 
merce, SO we represent a very large segment of the public and make a 
most important contribution to the economy. 

I do not believe in washing dirty linen in public, but try as we might, 
we have been unable to wash it in private. I also recognize that the 

washing of our linen here cannot be said to be a family affair and of no 
concern to government or the public at large. I submit that it is a 
p' ublic matter, and of great concern to everyone, for more people own 

nd drive automobiles than have telephones, own their own homes, 
=r inside plumbing, or bank accounts. 

I further submit that the automobile is the one commodity that 
represents the largest single expenditure in the average man’s life, with 
the one exception of purchasing a home, and even in the case of the 
iomeowner, he, too, will, on the aver ‘age, spend more in the lifetime 
purchase of a multiple number of cars than on his home. In addition, 
operating and maintenance, which runs into more astronomical figures 
than is commonly realized, is the traditional responsibility of the 
franchised dealer. 

Since cars are generally sold one at a time to one United States 

izen, how they are sold, how they are serviced, how they are financed, 
A id who sells them and who services them, is just as important and 
far more personal than who makes them. 

My testimony here is my own, but in a broader sense, I not only 
Bei myself, but the vast majority of the franchised dealers in 
the United States. For while I do not appear in any official capacity, 
, can assure you my expressions here will reflect the thinking of count- 
less throngs of dealers across the land, many of whom would like to say 
hese things and are not saying them only because of intimidation and 
fer ar. 

Senator Lancer. Fear of whom—intimidation and fear of what? 

Mr. Yacer. Beg pardon ? 

Senator Lancer. Intimidation and fear of whom? 

Mr. Yacer. Of reprisals. 

Senator LANGER. On the part of whom? 

Mr. Yacer. I would think that would be self-evident. I am not 
ere to bring recriminations. 

Senator Lancer. You said there was intimidation and fear on the 
part of the dealer. What are they afraid of? 

Mr. Yacer. General Motors Corp. reprisals. 

To document my statement that I reflect the thinking of others, I 
should like to introduce as evidence, excerpts from a set of resolutions 
adopted by the Industry Relations’ members of the Pontiac dealer 
organization representing the 48 States of the Union. 

Let me emphasize, there was one delegate present from each State 
of the Union who had been freely elected by the Pontiac dealers of 
his State. These resolutions were formulated, adopted, and unani- 
mously passed by this representative group in a meeting in Chicago 
in February of 1955. I was a member of that committee represent- 
ing New York State. The chairman was instructed to and did send 


} 
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a copy of these resolutions to the general manager of the Pontiac Motor 
division, the general sales manager of Pontiac, and the chief execu 
tive of the General Motors Corp. 

I should like to read both the letter of the transmittal and excerpts 
from that set of resolutions. This was addressed to R. W. Critchtfield, 
general manager, Pontiac Motor division, Pontiac, Mich. : 


Dear Mr. CRIiCHFIELD: It was a pleasure to be a guest of the Pontiac Motor 
division at the breakfust held in Miami February 5. 1 thoroughly enjoyed visit 
ing with you and Mr. Crawford, as well as the personnel from the Pontia 
Atlanta zone 

You will recall I mentioned that I would write you as soon as I returned to 
Fort Wayne. Knowing that you are personally interested in the thinking of 
Pontiac dealers I am sending you the opinions expressed by the Pontiac dealers 
who recently met in Chicago. Of course, other matters were discussed, but 
these were the most important. I am sure you understand our purpose in send- 
ing you this information is a friendly and constructive one. The fact that these 
opinions are widely held by Pontiac dealers throughout the entire country 
indicates that they merit the most serious consideration by Pontiac management, 


Senator Witry. What is the date of that ? 

Mr. Yacrer. That was dated February 14, which happens to be 
Valentine’s Day, and if it was conside red a valentine, | would say it 
hit a rather unresponsive chord. 

Senator O'Mauonry. Who signed that ? 

Mr. Yacer. Pardon me. It is signed by Haywood Davis, who is 
chairman of that committee. He is a Pontiac dealer in Fort W: ayne, 
Ind. 


RESOLUTION OF THE PONTIAC ADVISORY COMMITTEE 


ARTICLE 1. As the elected representatives of Pontiac dealers meeting in Chicago 
as the Pontiac advisory committee, we wish to express our belief that the best 
interests of Pontiac, Pontiac dealers, and the public can be served by the immedi- 
ate formation of un elected council. We particularly emphasize that its greatest 
value can only be realized if it is a truly elected council. 

Arr. 2. We urge Pontiac to take the lead in reestablishment and reaffirming 
its belief in a true quality dealer program. We believe quality dealers will sell 
more Pontiacs over a period of time and better serve the interests of Pontiac, 
the public, and themselves. 

By adhering to this policy, in its dealer relations, as well as in signing or 
replacing dealers, Pontiae can rebuild dealer confidence to a new high, and 
win valuable dealer and public support in a period when dealer morale is not 
at a high level. We strongly believe that the carnival type of dealer has dis 
rupted our industry, destroyed our profits, and threatened our investments 
We ask Pontiac to work to eliminate this business termite from our fold. 


Senator Witry. What did you call it? 

Mr. Yacer. A business termite. 

Senator Witey. The carnival type—the other one. 

Mr. Yacer. I will reread the sentence: 

We strong'y believe that the carnival type of dealer has disrupted our indus 
try, destroy«d our profits, and threatened cur investment. We ask Pont'ae to 
work to eliminate this business termite from our fold. As Pontiac dealers we 
are resolved to assist this policy by aggressively selling every Pontiac which can 
be sold at a profit, and making Pontiac’s name second to none in our respective 
communities. 

There are other parts of that resolution, which are not pertinent to 
the hearing here and have to do with purely internal problems. 

To the best of my knowledge we, to date, have not had so much as 
an acknowledgment on these resolutions. As a matter of fact, we 
hardly expec ted that they would be either acknowledged or acted upon, 
for Pontiac, and I understand, General Motors, follow a policy of not 
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ognizing any group of dealers, assot lation of dealers, or any repre- 

tative of a multiple-dealer situation in any way whatsoever. 

Senator Witry. What is a carnival type of dealer? 

Mr. Yacer. If you will bear with me, I shall attempt to define that 

little later. 

Senator O’Mauonry. It reminds me, I might interpose, of the 

lvertisement that was presented to this committee by Admiral Bell 

few days ago when he testified. 

a Yacer. I cover that too. 

nator O’Manoney. This was an advertisement from one of the 
ago papers, by Buick dealers who testified that it was received by 

e dee ‘rs from the Buick motor division, and the whole theme of 

it ad was the sales circus. 

Mr. Yacer. May I proceed? 

Senator Witey. You understand that is synonymous then, what he 

talking about, with the carnival type? 

Mr. Yacer. Not necessarily. I will attempt to define it a little 

rther, if I may proceed—if I may. 

ator Witey. Very well. 

Mr. Yacrer. In the first resolution, a truly elected Pontiac council 

quested. This has been a goal within our group for years and 
merous other efforts have been made to bring about its fruition, but 

e have always run up against a blank wall. 

In the second article, reference is made to the quality dealer pro- 
— which has been a cornerstone on which General Motors was 

, but which, due to recent reversal of policy, is apparently out- 

aia and in its pli ice has been substituted a desire for the razzle- 

dazzle carnival huckster type of merchandising methods that are not 
ly condoned, but encouraged, by General Motors. 

Having personally participated in that period of travail when we 

laboriously built the dealer strength into General Motors, it is 

nost diflicult for me to understand the present policy of Gener al 
Mone of discarding well-financed, well-housed dealerships with ex- 
perienced management behind them. This attitude has estranged and 
ilienated innumerable other dealers to the point where many of 
them have voluntarily thrown in the sponge, and countless others 
ire considering doing so. 

[ should like now to spell out in more detail the general problems 
is I see them, and relate their importance to not only the dealer 
economy but to the national economy. 

First, credit. 


By far the most dangerous sand that current automobile volume 
has been buile ling on is the outright misuse of credit. Please let me 
quote from Motor News Analysis of November 1955. 


When GMAC—traditional old lady of time-sales financing—got young ideas 
ast January, her striptease toward lower payments and longer terms scandal- 
ed competitors. But by February they were doing the same dance, only more 
Here’s what happened to auto time paper in 7 months of March through 
September, latest for which Federal Reserve Board figures are available: 


Auto time paper climbed from $10.641 billions (alltime high) at end of Febru- 
ry— 


that was the figure at the end of February— 


813.929 billions at end of September for net gain of $3.288 billions. 
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If I can further define that, it is approximately a 30-percent gain 
in 7 months from a previous alltime high. 


That’s more than $3 new billions loaned on autos in 7 months—not because 
of “expanding economy, increase in personal incomes, population gains, trend to 
suburbs, et cetera’’—but solely because of further stretch of credit balloon. 

In August of 1954 
that isthe 1 month of August 1954— 


new installment debt contracted, exceeded repayments by $52 millions, in August 
of this year, by nearly $700 millions, and that nearly all autos. 
That’s how we've been selling at rate of 8 million units in 1955. Nearly $14 
billions are invested in autos being driven by people who don’t own them. 
And that’s $5 billions more than wholesale value of all cars built in United 
States plants in highest dollar volume year this industry ever had ($9 billion in 
1953). 


That is the highest year prior to 1955. 


So it’s evident that with $13.9 billions in auto credit outstanding, installment 
buyers are mortgaged ahead for equivalent of more than 18 months of full car 
production at high rate of 1953. 

Unless you believe in fiscal perpetual motion—as auto tops apparently do— 
you'll suspect that car buyers may have to quit borrowing faster than their 
incomes rise, that they may need breather to catch up on past debt. 

Senator O’Manoney. That is the end of the quotation ? 

Mr. Yacrer. Yes; that is the end of the quotation. 

The totals of credit referred to are staggering, but they are made 
up of individual sales, many of which should never have been made. 
The come-ons easy credit, and lure of a new car, have caused many 
a purchaser to overextend his capacity, and I am sure will bring about 
later anxiety in meeting other obligations and, in many cases, even the 
denial of the necessities to his fa: mily. All too often this condition 
results in the purchaser’s equities being wiped out through repos- 
session. It would take only a little downward jiggle in the economy 
to cause a landslide of such cases. 

The relaxing of credit terms is proving most costly to the consumer. 
It means the financing of the car for 36 months or longer, which is 
becoming increasingly popular, costs the consumer a minimum of 18 
percent of his unpaid balance to something over 30 percent, and his 
equity, or installment savings, is dependent upon the stability of the 
used-car market. 

Senator LANGER. Does that mean 18 to 30 percent interest ? 

Mr. Yacer. Over a 3-year period. 

Senator LANGER. Yee. 

Mr. Yacer. Yes; in many instances it is even higher. I will try 
to deal with that one a little later, if I may. 

A stable used-car market is absolutely essential to a sound new-car 
market, for as used cars are depressed in price, it automatically en- 
larges the spread between an owner’s present car and a new one, thus 
taking potential new-car customers out of the market. The dealer has 
just about reached an absolute maximum in absorbing that spread. 
It should be remembered that a depressed price on used cars not 
only affects those on dealer’s lots, but every car in everyone’s hands 
throughout the land, both those that are paid for and those being 
paid upon. 

Now, we can all multiply, I am sure, but to further spell that out, 
there are approximately 50 million cars in the country, I believe sta 
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tics show that; and a depressed price of $1 is $50 million; $10 is 
<500 million; and $100 per car, and $100 only, is a relatively small 
figure, multiples out to $5 billion. 

Since such long credit terms are not generally available in the 
purchase of a used car as on a new one, a high percentage of logical 
used-car buyers are being lured into the purchase of new cars because 
they are as cheap or cheaper by the month, with the result that the 
used-car market is heading for a glut. 

In our own instance, since our first day in business, we have used 
GMAC as our principal finance company. Our contingent liability 
with them in recent years has fluctuated between one-half and three- 
quarters of $1 million, and currently approaches the latter figure. 

My balance with them is on a recourse basis. This means that when 
we cash a contract with them, we sign it guaranteeing payment, and 
if there is a repossession, we will accept the car back and pay out the 
balance to them. The quality of this paper is becoming progressively 
diluted due to the longer terms, shorter downpayments, and in some 
cases, acceptance of questionable moral risks by reason of factory 
pressure to keep volume up. We would not have some of it if it wasn’t 
for factory pressures. 

GMAC, of course, will buy just about anything we are willing to 
sign our name to, which means that in many instances the use of our 
credit rather than the customer’s puts many a one in a new car. The 
vulnerability of our position is increasing and until such time as these 
cars are fully paid for, which is up to 3 years from the time of sale, 
we cannot with certainty determine what our profit, if any, is on a 
certain car or, for that matter, for any given month or year. We 
have always tried to be selective of the type of paper on which we 
es our name, but of late have had to be progressively less selective 
for the sake of volume. 

There is a nonrecourse method of financing in which case the finance 
company passes on the customer’s credit only and accepts or rejects 
the deal on those merits alone. I assure you that we have accepted 
lots of deals over our signature that would have been turned down 
without it. This is poor business for us and in repeated instances 
places a customer in jeopardy through an overextending of his 
capacity. 

Contrasted with our problems, GM does all its automobile business 
with dealers on a strictly c. 0. d. basis. The dealer eithers pays cash 
on the barrelhead or uses the so-called floor plan, in which case he 
mortgages his cars to a bank or finance company, paying a 4 or 5 
percent interest thereon from the time the cars leave the factory until 

disposed of by the dealer. The factory obtains its money with no 
further liability or possibility of loss. The dealer must dispose of cars 
is best he can, and fast, to make room for some more. 

When a dealer accepts an excessively short downpayment deal, there 
are to my knowledge only two ways in which such type of deals can 
bemade. One is to put the customer through a personal loan company 
to secure up to $500 as additional cash for downpayment. For this 
money an exorbitant interest charge is generally made and saddles 
the customer with two payments, rather than one, making him a poorer 
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credit risk on the car payment itself. Again, let me quote from 
Motor News Analysis of November 1955: 

To lure “Barefoot Pilgrim” with come-on ad, then figuratively lock him up in 
small-loan office where he’s bludgeoned into signing away his furniture, icebox 
mattress as well as his bed in order to get another $300 to go with advertised 
low payment, hardly smacks of public treatment for which lawmakers will stand 
still very long 

[n our case we declined to follow that practice. 

J should like to note here that the figure of some $14 billion owed 
on automobiles does not reflect the whole story, for the personal loan 
angle on downpayments is so prevalent as to account for several hun- 
dred millions, if not billions, of additional dollars actually owed on 
automobiles. 

The second method of putting a short downpayment deal across is 
for the selling dealer to use his credit with his finance company on a 
recourse basis as I have already pointed out, and take a chance on the 
customer paying. I don’t know of any finance company that would 
buy such paper on a nonrecourse basis. We have accepted some of 
this type of paper under extenuating circumstances to get volume, but 
we know it is bad business for us and for the customer, and we don’t 
like it. 

The packing of finance charges is a particularly odious means of 
extracting the last dollar from the customer. This practice is by no 
means a new one, but as pressures for volume increase, thus limiting 
the legitimate profit on the car itself, the practice becomes more and 
more common and is being carried to new highs. I have had numerous 
huckster-type dealers state to me that they were not even attempting to 
make a car profit, but were forced to obtain their profits from finance 
charges which, when excessive, are invariably concealed from the cus- 
tomer. This means that subterfuge, if not out-and-out robbery, is 
being committed. 

Historically the business acumen of the seller and the finance com- 
pany acted as countervailing forces to prevent the overextension of 
eredit. But the gyrating pressures for volume are causing the sellers, 
and in many instances the banking fraternity, to violate their own 
judgment in the extension of credit. 

Further, because of the razzle-dazzle and easy availability of credit, 
far too many people are, through human frailty, gratifying their own 
appetite without intelligently analyzing their own capacity. For 
these reasons numerous Tegisl: itive bodies are now considering some 
regulation of credit and I cannot but agree that some such action may 
become necessary in that field. 

Now, I should like to talk about sales practices. 

In discussing sales practices I will of necessity use the term “price 
class” and at the outset should like to define that term. 

Price class is the one paramount factor in GM of judging a dealer, 
a zone, aregion, oradivision. This term refers to the market penetra- 
tion in a given area, over a given period of time, by a car make, as 
compared precentagewise either against the industry y as a whole or 
— a selected group of representative makes in a similar price 
bracket. It has been called “the yardstick of the industry,” but as 


applied today it could more properly be called the “blackjack of the 
industry.’ 
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As related to a dealer it is so paramount in GM thinking that 
Inv ariably a dealer with good or outst inding price class 1s ve ry much 
n their favor, regardless of any other shortcoming or sharp prac- 
tices. Conversely, the dealer who does everything in the book right is 
in the doghouse 1f his price class isn’t up to at least average. It is 
the treadmill of ever-increasing velocity on which the dealers find 
themselves and is the fundamental cause of the many bad sales and 
finance practices that exist today. In essence, it is this problem which 
removes from the control of the dealer as an independent business- 
man the exercising of his own business acumen in the conduct of his 
business. 

Originally it was qualified and was intelligently used as a yardstick 
but its ace uracy can be successfully challenged because it does not 
reflect the true facts due to false registrations. By this I mean that a 
high percentage of cross registrations are occurring due to bootlegging 
operations, fleet and lease arrangements, registering cars in one com- 
munity and removing them to another for ultimate sale. There have 
been instances where, due to price-class pressure, two dealers handling 
the same make have been forced to work out an exchange arrange- 
ment, at considerable expense to themselves, by registering cars re- 
ceived in one community and exchanging with another across a State 
border and reregistering again in that State. This creates a situation 
where a dividend of factory esteem is earned by an unscrupulous dealer 
ind the legitimate dealer suffers in direct ratio. This recent deve slop- 
ment has created a problem which R, L. Polk and others are attempt- 
ing to untangle, to date unsuccessfully. 

Senator Witey. Who is Polk ? 

Mr. Yacrer. They are the largest national statistical firm who com- 
pile registration information, and I believe in practically every State 
of the Union, and make these figures available on a fee basis to any 
interested party. 

Senator Wirry. I assume that these conclusions that you have stated 
here as facts are not only your own but also the result of some consul- 
tation with your group, and so forth; is that right ? 

Mr. Yacer. That is right, sir. 

General Motors probably will disclaim any contribution to another 
problem, the practice of price packing, laying it at the dealers’ door 
as amatter over which GM has no control. 

It has been alleged that about 2 years ago another manufacturer, 
hoping to take advants ge of the gullibility of the public, suggested to 
its dealers that they pack their price with an inflated figure, thus plac- 
ing them in a position to trade longer on the consumer’s used car and 
in that manner gain an advantage over competitors. 

This practice was soon ferreted out and rumor has it that the presi- 
dent of General Motors was told about it, and instead of taking the 
traditional stand of the industry leader said : “I think I would fight fire 
with fire,” and from that time on a pack spread like wildfire throughout 
the retailing auto industry. 

I just made statement on rumor. In any case, no monitoring ac- 
tion of any kind was taken by General Motors. On the contrary, 
numerous dealers including myself made an effort to resist the prac- 
tice but were strongly urged privately by factory personnel to adopt 


1 pack as a matter of self-defense and in order not to lose precious 
vaxtasinna 
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I know of at least one very sizable dealer who continued to hold out 
ina large metropolitan area, and his doing so became such an irritabl 
bone of contention that he was finally called into the general sale 
manager's office and was told to face the facts of life. He got in line 
and is today using the standard pack in his area. This vicious prac 
tice has become a game of leapfrog, each line trying to outdo their 
competitors for te mporary advantage, which is obviously only tempo 
rary until the other fellow jacks his price up, too. 

At the moment I know that in my own community some GM makes 
of cars, as well as some others, have a pack of as much as $450, and |] 
am told on good authority that in other areas of the country it is — 
substantially higher than that figure. A considerable amount of 1 
tionalizing has been done in order to justify the practice of valine 
and other names for it have been coined, but it continues to be a pack 
in price and is a dishonest practice with the public. 

Another evil of packing has been that the phony price is taken into 
consideration when arriving at a downpayment on the purchase price 
of a new car, and as the amount of pack increases, a progressively addi- 
tional amount is given away in over allowances on trades or in dis 
count and the customer ends up with a disproportionately low, if any, 
actual or real equity in his car. 

This creates an abnormal credit hazard to the consumer, the selling 
dealer, and the finance company. It also jacks up insurance costs. 
Insurance premiums are based on the selling price. Thus, a price pack 
results in the consumer being maneuvered into paying a substantially 
higher and false insurance premium. I have yet to meet a thinking 
dealer who is in favor of a price pack. 

Many odious practices developed as a result of packing. Packing 
combined with the timely elimination of territory protection clauses 
are the principal contributing causes of bootlegging in the retail auto- 
mobile business. The bootlegger is generally an ir responsible opportu- 
nist, operating from an open lot or rented store with a minimum of 
facilities and his only investment is his stock in trade and a hatrack. 
He generally has no service facilities, no interest in any one make of 
car, stocks no parts, has no interest in the customer, operates on a very 
low overhead, and his one and only interest is to make a quick buck. 
The factories should note he professes no allegiance to any of them. 

There is no way of accurately determining how m: iny cars are han- 
dled through bootleg channels but informed opinion has estimated that 
it is no less than 10 and possibly as high as 15 percent of new cars 
produced. 

It is certain that their numbers have grown by leaps and bounds. 
Most of the bootleggers were formerly used-car dealers, but the prac- 
tice is becoming so popular that the National Used Car Dealers As- 
sociation has recently changed its name to the National Independent 
Automobile Dealers Association, with officers and a national organi- 
zation. 

They have their own publication, and through that publication have 
already made some statements to the effect that they feel confident 
that neither the inclination of the manufacturers nor the law of the 
land can prevent them from making much deeper inroads into the 
new-car business. 

Undoubtedly, the most surprised fellow in the evolution of boot- 
legging is the bootlegger himself at the discovery of the ease of ob- 
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ining new cars in plentiful supply at close to or even below the 
franchise dealer’s cost. 

You may logically ask “Where does the bootlegger get his new cars?” 
Well, he has a number of sources, namely, from new-car dealers, fleet 
operators such as drive-yourself companies, lease companies, taxicab 
ompanies, and from the public. 

General Motors has a time-honored institution known as the 10- 

lay report which requires each dealer to report his sales and stock on 

nd each 10 days. This form was ostensib ly set up as a source of 
formation to guide the factory in setting up production schedules so 
at production would coincide with sales trends. 

Currently General Motors has reversed that procedure and is using 

as an Instrument of torture to make sales trends coincide with pro- 

ction schedules. They are using it to judge the individual dealers’ 
ite = turnover and, if in their opinion the dealer isn’t turning cars 
st enough, they cut all of his shipments off and divert to another 
pine who is getting turnover, thus putting a penalty on not selling 
ws rapidly and a bonus on turning them fast, regardless of how they 
re turned. This is the way it works: Some dealers see an opportu- 
ty to make a fast buck, turn their cars over to a bootlegger as fast 
they can get them, knowing they can get more where these came 
from, and in the meantime ingratiate themselves with the fac tory for 
loinga volume job. 

The vicious part of this policy is in the case of the dealer who has 
too many cars on hand in the opinion of the factory, but who still has 

ifilled orders for cars that he does not have in stock. With shipments 

ut off because of his day’s supply on hand, he is often practically 
forced to turn some of his stock over to the bootleggers at cost or close 
to cost so that he can get shipment on other cars he has sold. 

There is no diffie ulty in almost anyone who has the desire becoming a 
drive-yourself company or a leasing company. The procedure in most 
States is to file a certificate with the secretary of state, with a fee as 
low as 50 cents with no proof of financial stability. This enables them 
to buy cars at a very low cost. Many such firms have been organized 
with thé intent and sole purpose of securing cars through this method 
and redistributing them through bootleg cutlets. 

My files will show that I have upon repeated occasions gone to con- 
siderable trouble to get serial numbers on cars bootlegged in my area. 
This information has been asked for and passed on to the factory, but 
in no instance did I receive any information nor do I know of an in- 
stance where any punitive action or corrective measures have been 
taken. 

I should think that the factories in self-interest would be farsighted 
enough to realize that this bootlegging evil is creating a situation that 

s already destroying their existing dealers and unless checked will re- 
salt in the dissipation of the means of livelihood to their hundreds of 
thousands of employees. Weare a nation geared to the automobile and 
any breakdown in the maintenance of those automobiles could result 
in a definite threat to the national economy. I should also think that 
the General Motors would hate to see their fine products prostituted in 
such amanner. I know that I do. 

The rash of irresponsible and come-on-advertising that has broken 
out in 1955 reached such alarming proportions that NADA and the 
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better business bureaus have teamed up in a national effort to clea: 
up the mess. 

From a national standpoint, undoubtedly the most raucous adve1 
tising was Buick’s circus copy which was used in newspaper advertis 
ing and the circus format used in their national TV programs with 
bargain commercials that would indicate distress merchandise and an 
apparent endeavor to give the dealers’ profit away. I am assured by 
some of my friends in the Buick business that Buick was giving none 
of their own profit away. 

Bait advertising new cars for sale with nothing down or a token 
downpayment of 895 or $145 or “with your old car regardless of age 
and condition” and free trips to Paris has been used in nearly every 
area. There is, of course, alw ays some gimmick. 

A new low in misleading advertising was recently reached when a 
new car was advertised at below $1,000. In the small print a notatior 
said that certain power equipment could be had at extra cost. Ii 
turned out that the car advertised had no motor in it and to get one 
the customer would, of course, have to pay the going price. 

General Motors will deny responsibility for this type of dealer ad 
vertising, but they have condoned it and given it their tacit approval. 

Such advertising certainly confuses me. Iam sure it does the people 
and is used only by the wheeling and dealing dealers and the boot 
leggers, and is very much frowned upon by the rank and file of legiti 
mate dealers. 

1 should like now to deal with some of the particular dealer policies 
of General Motors. Numerous dealers have been, or are being, coerced 
into acquiring additional building facilities either through the con 
struction of new buildings or acquisition of additional buildings to 
augment present facilities in anticipation of better volume. 

It should be noted here that a building suitable for the automobile 
business requires wide area and a design peculiarly adapted for that 
business and one that is not readily convertible to any other business 
without substantial alterations and considerable expense. 

In other words, in the event of the discontinuance of a dealer’s busi 
ness, he generally finds himself saddled with a substantial real-estate 
investment or lease that cannot be readily or advantageously 
liquid: ated. 

[ am reminded that we went through a similar program in the 1920’s. 
In Albany, every dealer in town with the exception of two occupy 
prewar buildings and under every one of them lies either a dead dealer 
or the de ul hopes of the dealer who built it. There is not a single 
one of the original dealers who built the buildings nor their heirs 
nor any continuation of their company. As a dealer’s real-estate 
investment progresses, he is progressively more subject to the dictates 
of General Motors, for if he doesn’t keep step with their tune he 1s 
faced with a substantial loss. 

The second article of the resolution adopted by the Pontiac en 
retofore referred to was specifically critical of Pontiac’s, and 1 
would apply for General Motors’, policy of leaving or ieidie 
their quality dealer program and asking them to work to eliminate 
the carnival type of dealer referred to in that resolution as a business 
termite. 

There is ample evidence from coast to coast that they have adopted 
a policy of wherever they can they make replacements or appoint new 
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dealers with the huckster type of operator who not only knows all the 
tricks in the book but freely uses them without conscience. 

It is the consensus of opinion of the existing GM dealers that a 

ajority of the dealers who have been signed for General Motors 
fr inchises in recent years are of a caliber that would not have been 
considered for a General Motors dealership under past management, 
for under them it was considered an honor and a privilege as well as a 


responssibility to be a General Motors dealer. 


One of the factory’s pet statements is tha 


the fine old art of selling. 


the factory. 


For 


it is 


a 


Certainly the s 


far 


ery 


from their 


dealers have forgotten 
same thing can be said about 
sales effort under 


the 


eade rship of that great salesman, R. H. Grant, to their gun-in-the-ribs 


upprone h of getting price class or your head will roll. 
whatever 


yhen any 


factory 


man 


at 


level 


I cannot recall 
has discussed any 


other 


subject with me or offered any helpful ideas or expert advice except 


their pet phrase “be more competitive,” 


well established what they mean by that. 
General Motors will contend that they some years ago set up dealer 
councils within each automobile division of the cor poration and estab- 


lished another 


and by now it has been pretty 


at the summit with the chief executives of General 


Motors and representatives of each make from various parts of the 


ountry. 


This contention is true, but it is a loaded deal. 


occasions served on the Pontiac 


nvited to do so in recent years. 


council, 


I have 


I have on repeated 
although 


not been 


These councils are made up of carefully screened dealers who are 
and further screened by the central 


nominated by thei ‘Ir zone Manager 


office before an invitation is issued. 


Certainly, no zone manager will 


embarrass nimself by nominating a maverick, but invariably picks 
out an apple polisher who will behave himself in the august presence 
of central-office brass. 

Further, at these councils a rigidly adhered to agenda is laid out, 
ind even a maverick would have a hard time getting out of step with 
the tune they play. 

I am told that in one division the dealers supposedly elect their own 


member of the council, 


but here, again, it is a loaded deal for the zone 


manager nominates a selected group of dealers and the other dealers 
have the opportunity of naming which one of that group will repre- 


sent them. 


I am told by those who have served on councils at the summit that 
all that I say here about the division councils is true for them. 

May I again point out that the first request in the Pontiac 
is previously referred to and passed at Chicago was for a truly elected 
dealer council, and that we haven’t even had an acknowledgment of 
that request. 


General Motors also have 


resolution 


a dealer relations board consisting of a 
croup of the top executives of the corportion to whom an individual 


dealer may appeal if he feels he has been sinned against or his right 


jeopardized. 


rainst some lesser 


As this was originally set up some years ago, it was a 
commendable safeguard and bulwark ag 


executive 


taking drastic action, and it furnished a dealer aid in an intelligent 


and humane w: Ly. 
In more recent time it has become a wailing wall for « 
dealers and is obviously so considered by its component members for 


-anceled 
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recent experience shows that they seldom, if ever, reverse a previously 
made decision unless the appellant’s case reveals something sub- 
stantial that might result in legal action or bad publicity for Genera] 
Motors. 

Before this board, the appellant is not allowed to bring an attorney 
or any other witness whose name does not appear on the so-called 
paragraph third of his selling agreement. 

General Motors have publicly predicted a repetition of the 1955 
volume market in 1956 and according to their publicity statements 
anticipate sharing in that market in a substantially greater degree than 
they did in 1955. 

Let me again quote Motor News Analysis of November 1955: 

Forecast For 56: GM presumably looks forward confidently to copping 621% 
percent of total market next year. That’s what you get when you add up pro- 
jections publicly made by Corp’s various divisional tops. 

Buick’s Wiles set GM “party line” in late Sept. when he said next year would 
be another 8 (million) car year with Buick upping production to 900,000. 

Not daring to be outdone by Wiles, other GM divisional heads got out their 
elastic computers—those with 38-tone prisms—came up with 56 goals as fol- 
lows: Cadillac, 156,000: Pontiac, 700,000; Olds, 750,000; Chev, 2,500,000. That 
all adds up to 5.006 (5 million 6 thousand) for GM alone. 

And since no one has sucked on dream pipe long enough to come up with more 
than 8 million in ‘56, that would give GM 62% percent of available business, 
leaving less than 3 million units for all other makers. 

. e = ~ * Ss a 

So we have amazing new “realism,” as Chev’s Keating infers, wherein such 
old-fashioned absolutism as 100 percent is no longer tenable. To encompass pro- 
jections of industry leaders, ’56 market will have to expand to 150 percent. 

And such old-fashioned notions as prevailed in 1955—that it’s unprofitable to 
put people who should be buying ’52s or '53s into NC’s by crazy credit terms— 
will have to be abandoned in favor of this new concept of economic and fiscal 
wheel-dealing. 

To retail 56 output as projected by auto tops, you will have to look beyond 
UC buyers. You will have to be prepared to trade in, at one end of age scale, 
such things as arthritic appliances and wheel chairs; at other end, bicycles, per- 
haps even velocipedes. Or Davy Crockett hats. 

To bring this down to a local level, I have checked with my brother 
General Motors dealers in my own community and, as near as I can 
determine, our collective bogeys for 1956 for our community total to 
a figure that would approximate 70 percent of what our apparent 1955 
total market will be. These are the figures on which General Motors 
are insisting that their dealers, in anticipation of this optimistically 
projected sales volume, involve themselves in additional facilities, 
organization, and overhead expenses for 1956. 

Now see what another reliable authority has to say about 1956, and 
I again quote from Motor News Analysis: 

Crowell-Collier Lowers Sights: Annual Crowell-Collier survey of auto market 
potential, amazingly accurate in past 6 or 7 years, drew little ink when released 
last month because it’s way off predictions of super-optimists of this industry 

* * 2 t x * * 

Its projection of individual registrations for °56: 5,480,000 cars. 


May I mention one more matter of paramount importance, the so- 
called sales agreement, which has been defined at this hearing as a 
unilateral instrument. This has been discussed quite fully in previous 
testimony. 

My only comment is that this condition has long been recognized by 
dealers but under more benign management, with its recognition of a 
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ituality of interest, the dealers were much less concerned because of 

r justified confidence and trust. Developments have so seriously 

aken that confidence and trust that attention has been more intensely 
focused on it, and a realization that a more substantial instrument is 

iperative to give greater security on investment and on which to 

ild our futures has alarmed the industry. 

Now, to summarize: 

Due to the relatively short term for preparation and my allotted 

e here, there are many pertinent and important facets of this sub- 
ect that have been omitted. I have endeavored to express the major 

oblems that confront the dealer fraternity and how those problems 

‘orelated to the public interest. I have indicated some of the cor- 

ve measures that we should like to see taken and can only hope that 

it the management of General Motors can recognize and approach 
ese problems w ith, as Mr. Sloan so often said, “an open mind,” and 
seek their solution without Government regulation which I know they 

)not want, nor do I believe the dealers want, if it can be avoided. 

A basic and fundamental human desire and need is a reasonable 
legree of security and tranquility. The conditions as we find them 
today do not lend themselves to that end. 

I am reminded that in the history of our country, human greed and 
lack of a humane approach unquestionably put other big businesses, 
such as railroads and numerous others, under Government regulation. 
Let us hope that this problem can be worked out another way. 

Senator O’Manonery. Senator Wiley, any questions? 

Senator Witey. Well, I listened to this letter in the first instance 
ind this remarkable statement. I am terribly impressed with this 
conclusion that he reaches, where he says: 


The basic and fundamental desire and need is a reasonable degree of security 
and tranquility. 


I presume that is not only for the dealers but for the country. And 
he seems to thing the remedy is that the dealers and the industry get 
together here. Is that what you want this dealers organization for? 

Mr. Yager. Ultimately, yes. We feel that as businessmen with 
most substantial financial investments and in our hands is the destiny 
of our employees, who run into substantial numbers, that we at least 

hould have a voice. 

I am sure that the dealer fraternity do not want to run the fac- 
tories, but conversely, they do not want the factories to run us, without 
some more substantial voice in our own affairs. 

Senator Witey. Well, I think as to that, assuming the facts are 
is you have stated here, that there can be some real improvement in 

elations, considering the rights of the dealers between the factory and 
the dealers. 

Now, let me ask this question : What is the answer to this automobile 
war? Everyone recognizes it ison. What is the answer? 

Here is General Motors, here is Ford, and the rest of them, they 

all want to be the biggest. And the result is bootlegging and all of 
these nefarious things you have described; is that correct? Does it 
not come from that one desire to want to be “It”? 

Mr. Yacer. I think in my letter I agreed with that definition when 
[ said that essentially it is brought about by a battle of the titans of 
the industry. 
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Now the same battle, if I may say so, has been going on for years 
past. It was going on under past management of General Motors and 
under the past management of Ford, and of other outfits. 

And I think that the problem may resolve itself down to this: 
That it is not only a matter of policy, but an interpretation of policy, 
and subsequent executions of that interpretation which I have con- 
tended in here, without meaning to be venomous in any way, is less 
benign in recent years than it was in previous years when the same 
competitive situation existed. 

Senator Witey. Well, I think you brought out a significant matter 
of public interest. According to your general statement here, you 
have arrived at the conclusion that because of this competition, or 
let us call it battle for supremacy, it is really endangering what you 
might call our economy, in that we are getting into overexpansion of 
credit, loose dealings, as well as what. you ‘night call the lack of 
morality in dealing. Is that what you mean? 

Mr. Yacer. That is correct. 

Senator Wirtey. Well, how serious do you think that situation is 
with a country that has $337 billion income, babies coming in our 
economy at the rate of 4 million a year—by 1975 it said we will have 
225 million population. What I am trying to get at is, assuming we 
got some of the friendliness into this picture that apparently has not 
been here, understanding the other fellow’s viewpoint and under- 
standing the equities—the testimony of the dealers here is that there 
is the forgetting of a little of the brotherhood that should exist be- 
tween men. What are your ideas as to the potentialities of this 
business in this great country of ours in view of those facts? 

Mr. Yacer. Well, I recognize and I think the dealer fraternity 
collectively recognize that we are in an expanding economy, an ex- 
pansion of population and that the market is year by year increasing. 
And I am sure that the dealer fraternity are willing and ready to 
expand with it, in justifiable degree to take care of that market as 
it expands. 

I have hesitated; as a matter of fact, I have, if I can put it in another 
way, I have at no point here used the word “overproduction” and I 
hesitate to do so. But many dealers, and a feeling through the 
fraternity is, that we have been exploited to the extent of being the 
subsidizing agent for overproduction because it has definitely become 

1 forced market through intense sales pressure and through a rather 
reckless overexpansion ‘of credit * * * has brought about this period. 

[ am not of the persuasion that our volume experienced in 1955 was 
a normal market because of the economic factors which you have 
related but rather it has become a forced volume market. 

Senator Wiiey. Are any of these signs of omission or complication 
that you speak of the result of dealers themselves? Are they part 
of this wanting to be the supersalesman and no thought to ethics in 
salesmanship ¢ 

Mr. Yacer. I believe in my statement I so admitted and there are 
some, perhaps numerous, converts to this apparent new philosophy 
of distribution. And I think a majority, if I may say so, remain a 
little unregenerated. 

don’t believe that we are backward, or that—I used the term 
“brainwash,” it is a little strong term in my letter—there has been 
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a very intense, and I might almost say diabolical pressure exerted 
to wring the last possibility of volume out of the market through the 
distributors. 

I believe and I am convinced, and I think the General Motors would 
be the first to agree with me, that while they have many assets as 
reflected on their financial statements, in their research laboratories 
and in their know-how and their well of know-how and brains, en- 
gineering, finance, and so forth, certainly one of their greatest assets 
is their dealer body. Without them we all know what would happen. 
That dealer body has been built up over a period of years. It has had 
a degree of loy: ty almost to the point of religion of General Motors. 
And my point, essentially, here is that due to recent developments of 
this intense pressure, that it is estranging and it is difficult for me 
ind for many, many others to unders stand why we would seemingly 
so stupidly estrange and alienate that feeling, which in addition to 
the dealer body as a physical thing certainly, that loyalty and feeling 
of loyalty, is an het angible but another definite asset to them and I 
think should be measured in a different degree than it certainly is. 

Senator Wiiey. You said in your conclusion, and you indicated, 
that some of the corrective measures which you would like to see them 
take, you— 
ould only hope that the management General Motors can recognize and approach 
these problems with, as Mr. Sloan said, in open mind, seck their solution without 


Government regulaticn, which I know they do not want nor do I believe the 
dealers want, if it can be avoided. 


That is, I assume, a conclusion that you arrived at after deep con- 
sideration, that it is primarily, in the first instance, a problem of the 


individuals and the organization rather than of Government. 

If that cannot be arrived at, you have made the suggestion, I believe, 
that there may have to be some regulation of credit. What do you want 
to say about that ? 

Mr. Yacrr. I, in my statement regarding cr wing confined it to that 
field, and I am not one to make any final decision, but I would say that 
the feeling of the dealer fraternity is that the overexpansion of credit 
and the abuses of credit have reached such proportions, and because of 
human frailty, the only way to control it is probably through Govern- 
ment regulation, either State or at a national level. 

Government regulation we have resisted because it is cumbersome 
invariably, but it is generally benign. 

Senator Wirry. You have spoken also of not only one, but the matter 
of dealer relationship which, according to your testimony, has deteri- 
orated in the last few years, but you have called attention to the sig- 
nificant fact of the dealer or the General Motors’ contact and relation 
with the advertising program as evidence of that. 

Mr. Yacrr. The only evidence that I laid at General Motors’ direct 
door was the very much talked about Buick advertising, and there has 
been similar auras to that advertising incorporated in other General 
Motors’ advertising, but nowhere near to the degree that appeared in 
that. I think I made that rather clear in my statement. 

[ also said that General Motors are not necessarily responsible for 
the rash of outlandish dealer advertising that has appeared, but that 
they have condoned it, which gives their tacit approval. 

Senator Witry. Well, I think the evidence showed yesterday that 
they placed a certain percentage, I forget what it was, about 25 per- 
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cent, and the rest was by the dealer, and that they prepared the form, 
isn’t that it? 

Senator O’Manoney. Prepared the mats. 

Senator Wier. Yes. 

What I am getting at is, is it the general consensus of the legitimate 
dealers, not the blackjack fellows or the bootlegging fellows, that that 
is detrimental not only to the interest of the dealer but the interest of 
the whole industry ? 

Mr. Yacer. Yes. 

Senator Witry. You say that they prepare the mats and send them 
to the dealers. That is true. 

[ presume that heretofore somewhere in the testimony the proce 
dures of how advertising is handled on a so-called cooperative basis 
must have been covered. 

Senator O’Manoney. The testimony was given—— 

Mr. Yacer. Rather than take time here 

Senator O’Manoney. It was given—— 

Mr. Yacrer. I would like to bypass that one. 

Senator O’Manonry. May I say the testimony was given that would 
reflect that the dealer is required to contribute to a cooperative ad 
vertising fund, that is, a payment made to the division of General 
Motors, and I assume to the other manufacturers, too, from which he 
receives his cars. 

Then the advertisement is received by the dealer from headquarters 
in the form of a mat or other suggestion, and the dealer follows it. 

Mr. Yacer. May I make one minor correction? The mats, in m) 
experience, have invariably been sent directly to the newspapers, but 
a print of what is on that mat is, in turn, sent to the dealer. But the 
ad, as such, is placed by an advertising agency. 

Senator O’Manonry. By a national advertising agency ? 

Mr. Yacer. By a national advertising agency, and is sent directly 
with instructions on imprint to the paper direct. 

Senator Witey. Who places it with the agency ? 

Mr. Yacer. The advertising department of the respective divisions. 

Senator Wirry. Well, then, in other words, the mat or the format, 
whatever you want to call it, the framework of it, comes out of the 
company then ? 

Mr. Yacer. Correct. 

Senator Witry. One concluding question. 

Mr. Yacrer. May I go back to one other question you asked me that 
I did not answer? 

Senator Winey. Yes. 

Mr. Yacer. In the conclusion there, you mentioned the individual! 
dealer problem. It is true that it is an individual dealer problem, 
but it is a collectively individual dealer problem, and one which we 
individually have not been able to cope with in its overall picture, and 
that, if I did not—you asked me how serious I thought it was—if | 
did not think it was serious, I would not be here today, I assure 
you. 

Senator Witry. I assume you have talked this over with counse! 
or someone, and how is it basically the business of the Federal Gov- 
ernment in relation to seeking to correct what you have called, and 
quite definitely outlined, the sales practices which we might call ne- 
farious, to separate them from constructive sales practices, how, in 
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your judgment, if they are not corrected now—I assume that out of 
this will come, as I think Mr. Sloan said today, out of it should come, 
constructive results, and you “have suggested that it is basically 
problem of the industry- the indus try is the manufacturer, the sales- 
men, and all connected therewith, that if these things are not corrected, 
then how is it the problem, and what steps could be or should be taken, 
if you have any suggestions to make, for the Federal Government to 
take ste ps in correcting these activities that certainly cannot, as you 

ave said, in the long run even profit the industry, and it does not make 
for, 1 think, economic health ? 

Mr. Yacrer. In my opening remarks I believe that I said that I 
didn’t believe in washing linen in public, but we have been unable to 
do it in private. 

In my closing remarks I expressed the hope that it would not become 
the obligation of the Federal Government to take action. I am sure 
that the dealers collectively concur with me in that thought. 

In the text of my statement, Mr. Chairman, as to why it is of pub- 

c interest, and thus to the Government, I pointed out the abuses of 
credit, the importance of stability of used cars—and all cars are used 
cars once they are in the public’s hands. Those cars represent in m: ny 
nstances the individual’s greatest asset, and by the mere paying on it, 
often represents his savings account. And it is my conviction that 
that important segment of the public’s prope ee which has always been 
in reasonably responsible hands should remain in reasonably respon- 
sible hands. I refer to the quality dealer that we have talked about. 

To put that responsibility into the hands of irresponsible people 3 is a 
hazard to the economy as it collectively affects the individual. My 
contention here is that it is progressive ly being taken away from the 
reas sonably responsible group and being more and more placed in the 

hands of the less responsible group. 

Senator Winey. Can we, as a Federal Government, without seeing 
to it that we take over the allocation of steel or the material that goes 
into a car, can we reach out—unless in case of an emergerncy, or 
something like that—and say, “You shall manufacture just so many 
cars,” or is 1t a matter for the overall industry—that doesn’t include 
simply General Motors—to see this picture as it is, to look it straight 
in the eye, to recognize what is being done even by hearings of this 
kind in the public mind that effects, I think, not only the morale but 
the morals of the whole community. Isn’t it primarily their job, as you 
have said? And after that we will ask the question, if something isn’t 
lone in the whole industry, what can we do? 

Do you agree to that ? 

Mr. Yager. I have not specifically asked for Government action. 
Behind it all, perhaps, I should say this. 

One of the things that motivated me to be here—and, of course, 
there were others—I am less like the boy in the Army, they asked him 
how they got him in the Army, and he said nine policemen. It wasn’t 
quite that bad in my case, but lam here under subpena. 

Senator Wier. Supposing they should offer to hire you to clear 
up the mess. Have you got some ideas? 

Mr. Yacrer. That was an aside, I suppose ? 

Senator Wirry. No. 

Senator O’Manoney. That is more than an aside. I think it ought 
to be taken in a serious vein. 
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Senator Wixry. Yes, it is serious. 

Mr. Yacer. Aside from being here under subpena, once I am here 
my answer to you would be this: That this is the best possible forum 
that has been offered to air our problems to date. I thought someone 
should take advantage of that possibility. If these gentlemen across 
the table from me are not familiar with those statements I have made 
and conditions as they are, or don’t realize to what extent they have 
gone that is proving to be a malignancy on them and on the body 
politic, I felt it my duty—and I might add, privilege—to tell them 
these things. 

I am loyal to General Motors—I have expressed myself already in 
that regard—but I in no way feel like a Judas by sitting here today 
and say ing what Lam saying. 

Senator Witry. I haven’t any question, and I don’t think anyone 
has, as to your loyalty after your statement. But all of us owe loyalty 
above any institution except that of the flag. I am sure these gentle- 
men appreciate your sincerity. We will hear their side. There ma} 

be some extenuating circumstances that we know nothing about. 

That is the business of this committee, to ascertain what the facts 
are. We have all agreed on that in the opening statement out here 
before the television. You have told definitely of a situation to which 
my own mind confirms what we have had here before to a certain extent 
that does require positive action. 

But I believe in your final statement you do agree fully that it re- 
quires human action. You have got a great instrumentality like the 
United Nations. It is only a ve ‘hicle—if a man gets drunk and drives 
one of your General Motors cars, the chances are it won’t be a good 
car very long. 

So in the United Nations, if we get men of the same mind with love 
in their hearts, the United Nations would be a great instrumentality. 

It seems to me that this is something of the same nature. And if 
some of these corrective methods could be brought about I am sure the 
word would go out from everywhere, “Well done, good and faithful 
servant.” 

Mr. Yacer. One more point I should like to make, if I may. 

Senator O’Manonry. Mr. Yager, you may. 

Mr. Yacer. That is, I mentioned in my testimony a rather wide 
acquaintanceship with men within the corporation. I have talked to 
many of those men. I have already made this statement, but I should 
like toemphasize it. 

A great many of those men are having difficulty with their own con- 
science in doing some of the things that they are ordered to do, and in 
carrying out the practices under the current policies that they are 
required to do. I will refrain from mentioning any names, because I 
do not think it is proper, but that is widespread, and I think that these 
gentlemen at this table should know it. 

Senator O’Manonry. You did not mention any names in your 
testimony. We wanted only the statement of the conditions in the 
industry, as you see them, from the position of your experience over 
many years, both as a factory representative, a zone manager, a sales- 
man, and a dealer. T hat you have given us. 

Senator Langer, any questions? 







































STUDY OF THE ANTITRUST LAWS 3469 


Senator Lancer. I just want to make the observation, if I may, Mr. 
Chairman, that the expressions made by Mr. Yager represent, even to 
the minutest detail, the complaints I ‘have had from the dealers in 
North Dakota and South Dakota and Montana. 

I think you have made an excellent presentation in behalf of those 
dealers. ; ' 

| do not want to disagree with my friend, Senator Wiley— 

Senator Witey. That is not the first time. 

Senator LANGER (continuing). And that is that General Motors is 
not anything like the United Nations. I do not think that there are 
any Russians in General Motors. I do not see any resemblance between 
them at all. 

I think that this General Motors outfit just goes out and does what 
they want to do. No one seems to have any veto power over them. It 
I ight be well if some ‘body did hi ave. 

I do not know enough about the subject to say definitely. 

Senator O’Manoney. I have a telegram which was just handed to 

me, from Senator John Marshall Butler, of Maryland, which I think 
s appropriate to read into the record at this point. It is addressed 
to me as acting chairman of this subcommittee: 

Dear SENATOR: Each day this week I have endeavored to arrange my schedule 
so as to be able to attend the important hearings being conducted by your sub- 
committee. Unfortunately, a number of long-standing commitments away from 
Washington have prevented my being present. However, I would greatly appre- 
ciate your kindness in making known to those present, and to the record, my 
intense interest in the subject of your inquiry. Unquestionably, the new-car 
dealers in the State of Maryland and elsewhere compose the very essence of small 
business, and I am therefore extremely hopeful that one of the results of your 
study " be to alleviate their present difficulties. Within our free-enterprise 
concept, | am further hopeful that your subcommittee can recommend an equitable 
aa to this problem, giving consideration to the rights of dealers and manufac 
turers alike. This is, indeed, a tenuous task, yet not insurmountable—one 
which must give full cognizance to the vital role of both the new-car dealer and 
the manufacturer in our national economy. 

Best regards. 

JOHN MARSHALL BUTLER, 
United States Senator. 

Senator Lancer. Might I also let the record show that I was unable 
to be here in the last 3 days because of the meetings of the Subcom- 
mittee on Trading With the Enemy Act. 

We have had three subcommittees of the Committee on the Judi- 
clary conflicting. We have the Constitutional Committee, under Sen- 
ator Hennings; the Committee on Trading With the Enemy Act, 
with Senator Johnston, and your committee, all meeting at the same 
time. It happens that I am on all three subcommittees. 

I want you to know that I want to thank the chairman for sending 
me copies each day of the hearings, and having them ready for me. 
[ am keeping close track of what is going on. 

Senator O’Manonry. I am glad that the Senator has made that 
statement. Of course, it was in accordance with the facts, as we all 
know them. It is very difficult for Members of the Senate and of 
the House to cover the problems which are constantly arising in the 
field of national and local economies. 

I was going to ask Mr. Yager a question to point this up. 

As you read your prepared statement, I recall your reference to 
the number of automobile dealers. I think you were referring to all 
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of the dealers in the United States, not alone the General Motor 
dealers 

Mr. YaGcer. That is correct. 

Senator O’Manonry. Who have investments of their own mone} 
in plant and equipment, and you said that in your opinion that invest 
ment probably amounted to as much as the investment of Genera! 
Motors. Is that right? 

Mr. Yacer. I believe I said as much as the manufacturers. 

Senator O’Mauonry. The manufacturers—all of the manufac 
turers ¢ 

Mr. Yacrr. I think that collectively I would be reasonably sure 
there are no exact statistics available, to my knowledge, but I would 
be reasonably — that the body of General Motors dealers, which is 
approximately 13,000, would closely approximate, if not exceed, the 
investment of the Genet ‘al Motors Corp. 

Senator O’Manonery. Well, thank you very much. 

Senator Witry. How many stockholders, might we ask that, are 
there in General Motors ¢ 

Senator O’Manoney. The number of the stockholders in General] 
Motors, as I recall, is about 300,000; is it? 

Mr. Curricr. About 540,000. And there are 621,000 employees. 

Mr. Yacer. May I further qualify myself to say that Iam a very, 
very minor stockholder in General Motors. [Laughter.] 

Senator O’Manoney. You have a vote. 

Senator Winey. You do not want to get rid of it at the price of 5 
years ago, do you? 

Mr. Yacrr. Are you making an offer? 

Senator O’Manoney. I was about to point out that the annual 
report of General Motors indicates, if my memory serves me correctly, 
that about $75 million were distributed in 1954 as bonuses to executives 
and employees of the company. 

Mr. Curtice. That is right. 

Senator O’Manoney. That is about right? 

Mr. Currice. Yes. 

Senator O’Manoney. The total assets of General Motors exceeds 
$5 billion. Am I right? 

Mr. Currice. I have not got that figure in my mind. I think that 
is high. 

Mr. Sioan. It is about 414—that is a little high. 

Mr. Curtice. It is about $4 billion. 

Senator O’Manoney. That is $4 billion. Of course, that figure, $4 
billion, is in excess of the total assessed valuation of almost all of the 
States in the Union with the exception of New York State and prob- 
ably Pennsylvania, Ohio, Illinois—just a few States. It ranks tre- 
mendously high. 

The result of that is that it is a national business. Indeed, it has 
operations in other countries, I think there are 18 other countries of 
the globe in which General Motors carries on its operations. That 
makes it a powerful agent in the international commerce of the world 
and the domestic commerce of the United States. 

The Congress of the United States has always been reluctant to 
adopt any legislation which could be interpreted as hampering the 
development of our commerce and our trade. 
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Indeed, it has in times past passed laws like the Webb-Pomerene 
bill, the purpose of which was to exempt American corporations from 
the provisions of the antitrust law so far as their operations abroad 
were concerned. 

But if it be true that the assets of the automobile dealers of the 
United States in the several States and in local communities are at all 
comparable to the assets of General Motors, as reported by its annual 
report, it is perfectly obvious that if we are to have a sound economy, 
there must be an understanding between the salesmen, the local dealers, 
ind the management of the corporation by which both can live. 

I feel that I am reflecting the opinion of the members of this com- 
mittee who have communicated with me, not only by telegram such 
as the one put in the record now, but by telephone and by other means, 
when I say that this committee has no desire to adopt punitive legisla- 
tion just for the sake of punishing business or even big business. 

What the committee is concerned about is the rising protest coming 
from every quarter of the country, from automobile dealers, to the 
effect that they are being compelled to do things and to promote the 
sale of automobiles which, in their judgment, are not fiscally sound. 

They complain because they have invested millions of dollars in 
their own plants, their own money and, as one automobile dealer in the 
State of Texas wrote me, he said: 

When I entered this business I thought it was my own, but I have come to 
find out that I receive my orders from General Motors. The rules that I must 

low in selling the cars which I bought and paid for on the barrelhead, the 
pattern of sales that I must follow, are laid down for me on the broad hint that 

nless I follow them I shall cease to be a dealer. 

Then there seems to be no dispute at all about the fact that the con- 
tract is no contract at all; it is a unilateral selling agreement which the 
dealer has to sign if he wants to sell the cars, and it lasts only for a 
year, so that throughout the whole period of the term of this selling 
agreement the local automobile dealer who has invested huge sums of 
money, varying with the community in which he lives, does not know 
with any certainty whether or not he is to receive a renewal of this 
selling agreement. 

The result has been that almost a score of States in the Union have 
enacted laws to the effect that such agreements may not be terminated 
without cause. In other words, the legislatures of the several States, 
iImost a score of them, have come to the conclusion that a selling agree- 
ment of so unilateral a character, which may be terminated without 
cause by the factory, is not an American contract because it is not 
bilateral. It does not set forth any rights and responsibilities except 
in the merest shadow which the factory must follow. 

Those terminated dealers who have appeared before this committee, 
have testified, without exception, that the cause of their termination 
was lack of sales penetration. 

We had the testimony the other day of a terminated dealer, Mr. 
S. W. Fraser of the Billingsley Motors Co. of Portland, selling Pon- 
tiacs, showing that he was associated with one of the leading bankers 
of the Pacific Coast, who was invited by Pontiac division to invest his 
money, the banker’s money, in opening Pontiac establishments which 
were boarded up, they were not operating. 

This banker did invest the money in three separate establishments, 
all at the request of the Pontiac management. 
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Then, the testimony shows, that Mr. Fraser was retained to manage 
this business, and his experience was like the experience of Mr. Yager. 
He had been on the rolls of the General Motors factory staff, or selling 
staff, had been his own manager, too, I think. But, in any event, he 
told us that his record of sales was w ay beyond the nation: al average. 

Controversy arose over these practices which Mr. Yager has testified 
to, and the selling agreement was terminated. 

Now, the shocking result of this was, according to the testimony of 
Mr. Fraser, that all of the representatives of General Motors came to 
his shop and suggested that the y could find a buyer for the plant. He 
refused to sell, and has gone into the bootlegging of cars, instead. 

Now, I think it is obvious that when a situation such as described 
by these two witnesses apparently exists, it is certainly time for the 
industry, for the dealers, and the Government, as an adjudicator- 
to sit down together and work out a bilateral contract and not a 
terminable contract, without cause. That is wholly within the consti- 
tutional power of the Congress. 

But it would be so much better if the remedy for this problem could 
be worked out within the industry itself. The committee, of course, 
would like to know and will know, what develops. 

Mr. Burns, you have two other witnesses, 1 know. But I think Mr. 
Yager has told the stor y pretty well. 

Could we summarize these other two? We subpenaed them; they 

re existing dealers. 

Mr. Burns. Yes. 

Senator O’Manoney. And I think the assurances of Mr. Hogan are 
such that they may now feel free to speak their minds without ‘fear of 
being penalized because they have spoken their minds. 

Mr. Burns. I think we should hear them briefly. One, Mr. John B. 
Silaz, Jr., came all the way from Conway, Ark., at our request, after 
you dee i te that we should proceed with present dealers, and had 
directed us to serve a subpena on Mr. Yager. And also, he is an Olds- 
mobile dealer. 

And then, Mr. Edward Hammer is from your State of Wyoming, 
Sheridan, Wyo.; he isa Chevrolet dealer, and he is here. And I believe 
that it should be demonstrated on the record that Mr. Yager is not the 
only one of the present dealers who is making a complaint. We have 
received hundreds of letters from various Senators who have referred 
them to us, from present dealers, and Congressmen. 

And, if we can take a few minutes with these witnesses, Assistant 
Council McHugh is ready to examine them. 

Mr. Yacer. Mr. Senator? 

Senator O’Manonery. Mr. Yager. 

Mr. Yacer. He has referred to my statement as a complaint. I 
would like to think of it in a much broader sense than a complaint. 

Senator O’Manonery. I know, because he addressed a letter to me, 
in the first instance, and I talked with him on the telephone. 

And, Mr. Yager, I know that you were motivated in writing that 
letter to me by your sense of the importance e of the dealer- factory rela- 
tionship, and impressed with the danger to the whole national econ- 

omy, unless positive steps were taken constructively to reform the 
situation, just as was said at the beginning of this hearing by Mr. 
Sloan and Mr. Curtice, when we accommodated the television cameras 
by speaking briefly outside the door. 
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[ want to thank you very much, Mr. Yager, for your courageous and 
ntelligent presentation here today. 

Next witness. 

Mr. Burns. Mr. J. B. Silaz. 


STATEMENT OF J. B. SILAZ, JR., SILAZ MOTOR CO. 


Senator O’Manoney. As you know, Mr. Silaz, we are rather pressed 
for time, but you have come in response to a subpena, from a distant 
point, and I think we couldn’t and shouldn’t properly prevent you 
from speaking. 

I want the record again to show that you are here under a subpena. 

Mr. Straz. I have a statement that I have written, that I would like 
to read. 

I might preface my remarks by saying that I am a country dealer 
from the ae Arkansas. 

My name is J. B. Silaz, Jr. I come from Conway, Ark., a city of 
ap proximately 10,000 population. I have been subpenaed by this 
committee. The principal source of livelihood in my area is farming. 
[ entered the automobile business in 1949 and since that time I have 
held an Oldsmobile dealership. My capital investment is approxi- 
mately $56,000. 

In 1949 I received 29 automobiles; in 1950 I received 28 automobiles; 
n 1951 I received 24 automobiles; in 1952 I received 16 automobiles; 
in 1953 I received 25 automobiles; in 1954 I received 21; and in 1955 
on 1955 models to date I have received 20 automobiles. 

In each of the above-mentioned years I could have sold at least 
double the amount received from the factory, and in fact did receive 
double the amount from other sources, that is dealers who had been 
flooded by General Motors 

With the above-mentioned information by way of introduction and 
background, I wish to develop the following points: 

(1) I was compelled to accept deliveries of over 50 percent of the 
new cars I received from the Oldsmobile division during the years 
1949 through 1950 at delivery points exceeding 170 miles in many 
Instances. 

Senator O’Manonry. Do you mean 150 miles distance from your 
home ¢ 

Mr. Straz. From my home. 

This fact increased my cost per unit from the farthest point to 
approximately $60 per unit, while from the 35-mile distance it in- 
creased to approximately $25. I was forced to purchase insurance 
or assume liability for damage to these cars in addition to the fact 
that I had to pay storage charges. 

(2) I have been compelled to purchase many tools from 1949 to 
date that were unnecessary to properly conduct my business, and in 
fact in most instances the mechanics never used the tools purchased. 

I was instructed to purchase a Sun testing machine at a cost of 
ipproximately $750 by the zone manager, and at the same time he 
highly recommended a mechanic to operate the machine. 

At the zone man: iger’s suggestion I sent the mechanic to Sun testing 
school at consider: able expense, and as soon as he returned from se hool, 

I found out to my astonishment that he had recommended a man who 
could neither read nor write. 
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(3) I was compelled to purchase a substantial amount of parts foi 
automobiles of 1946 to 1949 vintage, and they are still on my shelves, 
About 2 years ago General Motors came out with their new genuine 
parts program and established Crow-Burlingame as their dealer in 
Conway. This parts dealer carried the same type of parts that were 
furnished me, and I could purchase from him at 2 percent less than 
the same purchases could be made from General Motors. Further 
more, all purchases from General Motors required a minimum of $50, 
to save the freight. 

(4) I have been compelled to purchase a number of gadgets, among 
which was a plastic hood for a 98 Oldsmobile in 1949, cost $130. This 
piece of monstrosity, which I was never able to use, was given to a 
friend of mine, another dealer, to be used as a window in a houseboat. 
This plastic hood also came with a lighting system, for an extra $15, 
of course, which I was forced to purchase for the purpose of night 
demonstrations, notwithstanding the fact that we were never open 
evenings, with 2 cars per month. 

(5) I have been compelled to subseribe to a monthly Dealers Guild 
publication at an annual cost of $22, a renewal poster at $10, a Rocket 
magazine, cost unknown as yet, and other advertising media, which, 
in my opinion, should be deducted from the $30 per car contribution 
required from each dealer at the time of purchase. 

(6) I have been awarded an award of merit for 1953 in recognition 
of outstanding sales leadership in attaining 100 percent or more, 
both new and used-car objectives in the great sales reducing orgy 
campaign from September 21 through December 31, 1953. All this 
award was made notwithstanding the fact that I received only 25 
ears for the year. 

(7) Each year the inquisition takes place at Memphis, Tenn., by 
which I mean the signing of the new contract. This year the district 
manager eased the pain by preparing for our signatures on July 25 
our Transmission Parts order, and August 10 our Interchangeable 
Parts order. I will let you see those. Asa class C dealer I was privi- 
leged to sign [exhibiting] the order blank for all the parts that I 
would receive in spite of the fact that I knew neither the quantity 
nor the price of what I actually needed. 

Finally the great day arrives when we are privileged to travel the 
170 miles to sign our new contracts for another year. This is where 
we get the real treatment, such as $236.75 for special tools, but a bar- 
gain to us at $184.55. 

These tools, I might add, include air-conditioning tools—I don’t do 
air conditioning, never have done air conditioning, and am not going 
to start doing air conditioning. [Laughter. ] 

I escaped without having to purchase the $38 assortment of initials 
and numbers which we were advised we could install at our expense 
to advertise the person’s name and the number of Oldsmobile automo- 
biles he had purchased throughout the years. This is reminiscent of 
the time that we were herded into a room at a dealers’ meeting at Little 
Rock and informed that we were going to have to purchase a carbon 
blaster for $175. The district manager stood at the door and I slipped 
out. [refused to purchase same and can now purchase it from a dealer 
for $20, which he has never uncrated. 
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) The facts mentioned herein are presented to this committee to 
rove that it is impossible to operate as an independent businessman 
idler the terms of this inequitable contract. 

Senator O’Manonry. You handed me two documents. One is en- 
tled “Oldsmobile, Hydra-Matic, 1956 Transmission Parts Order.” 
Mr. Supaz. Yes. 
Senator O’Manonry. This I understand is an agreement by you to 
urchase certain parts. ran 
~ Mr. Sinaz. Yes. 
Senator O’Manonry. On the first page I find, “important instrue- 


ions.” And in the middle of these instructions, I find these words: 


Three selections are made available: 

a) For dealers receiving 100 cars; 

(b) For dealers receiving 40 to 100 cars; and 

(c) For dealers who will receive less than 40 cars. 

I take from what you said that you are in class C ¢ 

Mr. Stiaz. Yes, sir. 

Senator O’Manonry. Because you receive less than 40 cars? 

Mr. Sitaz. Yes. 

Senator O’Manonry. I turn to the next page, and find this entitled 
“Oldsmobile 1956 Hydra-Matic Transmission Parts Order, dated 
7/25/1955, Conway, Ark. Dealers Zone Warehouse, Memphis. 
Oldsmobile Zone Memphis.” 

Then your signature appears, “J. B. Silaz, Jr.” Above your signa- 
ture, there are three squares, one labeled “A,” one labeled “B,” one 
labeled “C,” and the C checks, apparently, with the same pencil by 
which your signature was written. 

On the other side, there is a line chec ked, then parenthesis “The 
assortment wanted).” This is checked. 

Then the rest of thy at page and the next three and a quarter pages 
are made up of printed lists giving the names, the models and the 

suggested minimum quantity of parts ordered. These are all printed, 
including the number ordered. 

Were you given any opportunity to decide how much you wanted ? 

Mr. Stzaz. No, sir; that was prepared by the district sales manager, 
and you signed it. If you do not, you go to Memphis and see the man. 
[ Laughter. | 

Senator O’Manonery. In other words, you signed a blank check ? 

Mr. Stiaz. I signed a blank check; yes, sir. 

Senator O’Manonry. Were these more parts than you thought you 
needed ? 

Mr. Suiaz. Each year I have had considerable left over; yes, sir. 

Senator O’Manonry. And you still have on your shelves parts 
which you bought in this manner # 

Mr. Stnaz. Yes, sir. 

Senator O’Manoney. Without your consent ? 

Mr. Straz. That is right. 

Senator O’Manoney. Youstill have them on your shelves ? 

Mr. Stnaz. Yes, sir. 

Senator Witry. None of these are checked though, are they ? 

Mr. Siraz. You get the class treatment. 

Senator WitEy. Without a check ? 

Mr. Stiaz. Without a check. 
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Senator Winey. You have to give them a check afterward for it 
though ? 

Mr. Siiaz. I certainly do; that comes regularly once a month. 

Senator O’Manonery. Is that the manner in which tools are handled 

Mr. Siiaz. Pardon me, sir? 

Senator O’Manoney. Is that the manner in which tools are bought ? 

Mr. Sinaz. Yes, sir. 

Senator O’Manonry. These exhibits will be placed in the files of 
the committee. 

Mr. Sinaz. Senator, of course, 1 had been a dealer for 2 years, I 
mean an automobile dealer, but I have here, if you would care to look 

at them, $1,754.63 worth of special tools, equipment that I had to buy 
before I became the dealer. That gives you more of an idea of what 
you go through on some of it. 

Senator Witry. There is no provision in the contract for that? 

Mr. Stnaz. Well, of course, I had been selling used cars, and what 
little Kaiser-Frazer had done with the facilities I have, I have got a 
fairly decent deal. 

Would you care to look at the facilities there? I have never, I 
might 

Senator Witey. What I was getting at, the inference here is that 
you were forced into that. Iam wondering whether or not in all fair- 
ness at the time you entered into the contract whether or not there was 
not talk about the need of your getting these tools to carry on your 
business, and if so, was it included in your contract or was it included 
In any memor: andum gotten out at the same time the contract was 
sioned? I think we want- 

Mr. Sraz. No, sir. if I might answer that in this way: This dis- 
trict manager at that time came in early in the morning, and he 
started just writing. He said he had to get out of there before too 
late, to get to where he could get, home, or somewhere he wanted to go. 


Senator Wirey. I am talking about that order of the tools you gave 
before you signed the contract. 


Mr. Straz. That is right. 

And I attempted to tell him I did not need them, and he closed his 
book, and he said, “Mr. Silaz, are you interested in getting this Olds- 
mobile franchise or not?” 

I said, “Yes, sir.” He said, “Let’s go ahead.” [Laughter.] 

That building will show the reason why I did it. I just hated to 
let it sit there empty, and I thought it was a good thing, because I 
thought I was going to get some cars. 

In my small operation, I have had one division manager, Mr. Cole- 
man, visit my establishment since 1949. No service representative 
has set his foot in my premises, and my sole contact is with a district 
manager whom I believe to be nothing more than a glorified parts and 
advertising salesman. 

In addition to the foregoing, the following practices are engaged 
in by my manufacturer which I consider bad for the public and bad 
for me as an independent businessman: 

(1) The district manager saw parts other than GM parts in my 
bin, namely, two Auto-Lite batter y cables. In front of customers and 
other personnel he asked “if the source of purchase was from Crow- 
Burlingame and further wanted to know if Crow-Burlingame was 
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furnishing me new automobiles.” I advised him that they were not 
furnishing me new Oldsmobiles, but I had sold the son of the owner 
automobile. 

Senator O’Manonery. Who is Crow-Burlingame ? 

Mr. Sttaz. That is the agent of General Motors tools in Conway, 

nder the United Motors setup. 

Senator O’Manoney. The jobber?’ 

Mr. Sizaz. The jobber; yes, sir. 

I believe that as an independent businessman I was entitled to pur- 

hase parts from any sources that I pleased, especially a man that was 
trading with me. 

(2) General Motors should desist immediately from the practice of 
pressure practices, or what is commonly known as volume selling. 
It should not be understood that I am not a firm believer in the free 

mpetitive enterprise system, but a dealer with a substantial capital 
nvestment should not be ignored, thereby jeopardizing his life’s 

ork. 

[ know of a a 50 dealerships that are for sale in my State 
today at inventory or less. This is indicative of the situation exist- 
ing throughout our eainilants aused from this volume pressure exist- 

rin the country, throughout the country tod: ay. 

| can purchase 1956 models of all dese riptions at this early date 
for $50 over dealer cost and in many cases can get them at actual cost 
value to the dealer. This is true in spite of the fact that I, as a fran- 

hised dealer, cannot get 1956 models in sufficient volume to meet my 
demands from the corporation. 

[ want to report to this committee that I have been informed | 
several dealers, prior to my coming here, selling many different types 
of automobiles, that they have felt the impact of this investigation 

a slackening of the pressure which was formerly exerted by their 

nufacturer also. 

In conclusion I want to appeal to our vast motor-car industry to 
stop and think, thereby protecting the investment of their dealers. I 
urge this committee to thoroughly study this program, as I know they 

e doing, and make recommendations which will be beneficial to all. 

y might conclude, Senator, that in my town we have 3 small colleges 
state college, 1 State teachers college, 1 Methodist institution, and 

Baptist institution. 

Doctors of philosophy in those colleges are drawing from $450 to 
a maximum of about $550 a month. They cannot buy my most 
of nsive car, and if I cannot get the cheaper ones, I am going out of 

he business; I will not have to be checked out, because I will be out. 

[ Leciatiiene| 

Senator O’MAnHoneY. Any questions ? 

Senator Witry. I have no questions. 

Senator O’Manoney. Thank you very much, Mr. Silaz. 

I want to say to you that I have a telegram from Senator McClellan 
of your State. He is a member of the full Judiciary Committee, 
though not a member of this subcommittee. And he told me that, 
from his personal contacts with automobile dealers in Arkansas, he 
felt that there was a very serious problem to be solved for the protec- 
tion of the basic free enterprise rights of the dealers. 

Thank you very much for your presentation. 

Mr. Sriaz. Thank you, sir. 
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Senator O’Manonry. Next witness. 
Mr. Burns. The next witness is Mr. Ed Hammer, a Chevrolet and 
Oldsmobile dealer of Sheridan, Wyo. Mr. McHugh will examine him 














STATEMENT OF ED HAMMER, ED HAMMER CO. 
Mr 








Senator O’Manoney. 
own constituent. 
Mr. Hammer, you are a resident of Sheridan, Wyo. ? 
Mr. Hamner. That is correct. 
Senator O’Manonery. Ilow long have you been a resident? 
Mr. I1amner. Nineteen years. 
Senator O’Manonry. You are in the automobile business? 
Mr. Hammer. Yes, sir 
Senator O’Manonrny. What do you handle? 
Mr. Hamer. Chevrolet and Olds. 
Senator O'Matonry. How long have you held it? 
Mr. Hiammer. Chevrolet 19 years, Olds 9 years. 


Senator O°’Manoney. Me Hammer, are you a member of any auto 


. Hammer, I think I will take over for m) 


nobile association ¢ 

Mr. Hammer. Yes, sir. 

nator O’Manoney. What association ? 

Mr. Hammer. I pay dues to the National Automobile Dealers Asso- 
ciation, and the Wyoming State Association. 

Senator O’Manoney. And the Wyoming State? 

Mr. HiamMer. Yes. 

Senator O’Manoney. I think you ought to know that the executive 
secretary of your association has requested me to get the full text of 
your testimony. I think he wants to publicize it. But because of the 
lateness of the hour, I am going to ask you merely to summarize what 
you have to say. 

I want the committee to understand, and the record to show, that I 
have pe oom ally known Mr. Hammer as a leading citizen of Sheridan 

and of the State of Wyoming, a man of the highest intelligence, a man 
who is a leader in the community, who is a very valuable c itizen, and 
whose word can be trusted and taken on any and every occasion. 

Mr. Hammer. Thank you. 

Senator O’Manoney. 
stituents. 

I want the record also to show that he is here under subpena. But I 
don’t know of very many citizens of Wyoming who are afraid to ex- 
ercise their right of free speech. We are a frontier State. 

Senator Witry. Keep your gun in your pocket. [Laughter. ] 

Mr. Hammer. I had no time to prepare anything; the notice was 
too short. And the plane schedule was such that I had to grab what 
few papers I could obtain. 

And the theme of my talk would be the sequence of events. In the 
middle of June of this year, Chevrolet’s zone manager, accompanied by 
Oldsmobile’s zone manager—lI should add, temporary zone manager at 
that time, because the regular zone manager was on sick leave—he 
came in there to tell me that I could no longer have the Oldsmobile 
franchise. 

At that time I was getting above national and zone penetration, as 
the term is used, for Oldsmobile. I was not getting within a few units, 


I am proud to count him among my con- 
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cording to his letter; I believe it was 1 passenger car and 4 commer- 

als behind Ford. 

I, naturally, protested this. And 30 days later I got a letter from 
Oldsmobile stating that they had rescinded the order and were grant- 

ng me the Oldsmobile franchise again, for which I was very happy. 

‘About 30 di ays after that, I received a registered letter from Chevro- 
et stating that if I didn’t do certain things by June 30 of next year, 

iv contract would be terminated. 

Now, the registration is quite a problem in our community. We are 

mall town of 10,000. I should add that we have lost about four or 

ve thousand population, due to the closing of coal mines, due to 
closing of a beet-sugar plant. I suppose that is why the brewery 
losed, because the other two things closed. 

Senator O’Manoney. You spoke of having received an order about 
expansion of facilities ? 

Mr. Hamer. I will phrase it this way: I appealed to Chevrolet in 
946 for the Oldsmobile franchise. At that time we had a larger town, 

d that was on a zone level. The appeal was turned down. I asked 

e zone manager if it was agreeable with him if I talked with the 

neral sales manager. And he said “Yes.” 

The general sales manager at that time was Mr. Keating, and he most 
eraciously arranged time for me to contact him, to explain the situa- 
tion. And the Oldsmobile franchise was granted. 

I offered to build a good building if I could get the dual line. I did 
vet the dual line. I did build the building, and I am happy to say, 
proud to say, it is the finest physical setup in the State of Wyoming for 

indling automobiles. I put my entire savings in that building. 

Senator Witey. How much did it cost ? 

Mr. Hammer. Approximately $110,000, the building alone. 

With the shrinking population, I could not exist in that building on 

e line of automobiles. 

Now, this registration—due to the fact that we have so few units sold 

| there—when, I will say for example, a highway contractor will buy 
trucks in the State of Nebraska, which are sales-tax free, and move 
them into Sheridan and register them—and, unfortunately for me, 
they have been forged in the last couple of years—it mi — my weight 
2 ass appear very bad. But that is beyond my control, because trucks 

re purchased through this central office in Omaha, Neb. I am speak- 
ing of Peter Hewitt Sons Co. 

And by an actual check on our registrations as of last week, I was 3 
Chevrolets ahead of Ford, and about 4 commercial units. I have lost 
my standing, as I held it, with Oldsmobile, due to the fact that in an 
isolated community like that the word gets around immediately. 

The competitors say, “You don’t want to buy an Oldsmobile, they 
are canceling Hammer out.” And as a result, 1 lost a lot of Oldsmo- 
biles. But give me time, I will get that back. 

Senator O’Manonery. How about the registration of cars? You 
were telling us that these trucks bought in Nebraska, where there is 
no sales tax, were registered actually in Wyoming. 

Mr. Hamner. In our county, due to the fact that this Peter Hewitt 
Sons Co. of Omaha has a branch offtee in Sheridan. 

Senator O’Manoney. What about registration between Wyoming 
and Montana, being pretty close to the Montana line? 
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Mr. Hammer. I would judge we do approximately 25 percent of 
our business across the border. That is quite a rich area there, and 
that is not in what is termed as our zone of influence. 


Now, the Ford dealer prior to this advised me that the way regis 


trations are handled there by Polk, if a car is sold into Montana, the 


thing to do was to register it, and put a phony address into Sheridan, 
Th: at is another reason why their registrations are ahead of mine. | 

tught on to that one a little late. 

Senator O’Manonry. Whose registration ? 

Mr. Hamner. Ford registrations are ahead of mine. 

Senator O’Manoney. Because of this practice ¢ 

Mr. Hawmer. Because of that practice. 

Senator O'Mantonry. You were planning to take your son into this 
business: were you ca 

Mr. Hfamer. I have tried for 2 or 3 years to get my son to transfe1 
tock to him, and to get “hi mon paragraph 3. I think he is entirely 
capable. He has prepared himself for this. He studied business and 
engineering administration at the Massachusetts Institute of Tech 
nology, where he graduated and attended the dealers’ school of modern 
merchandising, conducted by Chevrolet, which is a marvelous school, 
but he will not, as of te day he is losing interest in the transfer of 
this stock because he does not want to buy stock in something that 
might not exist a year from today. 

Senator O'Manonry. With respect to the Ford dealer, do I under 
stand that he was required to indulge in this registration practice ? 

Mr. Hamner. At the end of last year we were asked by the district 
men and the zone to register all of the Chevrolets we had on hand. 
That was not too disagreeable with us, because we have a lot of pride. 
We want to beat Ford, and it only costs us in Wyoming a dollar a 
unit. In other States thev are punished heavily for doing that. 

Senator O’Manonry. Were you under pressure to sell more cars 
than you could ? 

Mr. Hamner. I am under pressure that I must outsell Ford if I 
am LoIne to retain my franchise. 

Senator O’Manonety. What about Ford? 

Mr. Hamer. The same thine with him. So the Ford dealer told 
me. | Laughter. | 


Senator O’Manonry. Both the Ford dealer and the Oldsmobile 


dealer, the Chevrolet dealer in Sheridan, are under pressure from 
their respective factories to outsell one another ? 
Hamner. That isright. It cannot bea tie. I have got to win 

by one unit. [ Laughter. | 

Senator O’Manonry. Would that mean that Sheridan would be 
without a dealer? 

Mr. Hamner. It looks like it. 

Senator Witry. We all want to create a little pressure on General 
Motors. too, do we not ? 

Mr. Hamner. We can always tell them how to cure their ills. 

Senator O°’Manonry. Do I understand that the Chevrolets which 
were registered according to this fashion in Sheridan were actually 
not registered in Sheridan—were not actually sold there? 

Mr. Hamner. They were not sold; that is correct. 

Senator O’Manoney. Just this practice of false registration ? 

Mr. Hamner. That is right. 
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Senator O'Manoney. Of which we have had testimony before. 

Mr. Hammer. It makes December show up good, but to 

senator WIHULEy. Say FE: 

Mr. Hammer. To forget about January and February registrations. 

Senator O’Manoney. Have the zone officers of General Motors ever 
alked to you about this business of registration / 

Mr. Hamer. Oh, yes. They keep speaking to us. Every time 
they are in about getting all cars registered. We are cognizant of 
that. We want every car registered. 

Senator O’Manoney. Do they ever write to you about it? 

\ir. Hamner. Yes, they have. 

Senator O’Manoney. Do you have any copies of those letters / 

Mr. Hammer. bak with me; no, sir. I am sure that I could find 
some in the files, but that was just pertaining to the registration of 
everything you sell. We want to do that? 

senator QO *Manoney. I see. Are there any questions / 

Vir. McHuen. No. 

Senator O’Manonery. Mr. Burns? 

Mr. Burns. No. 

Senator O’Manoney. Thank you very much, Mr. Hammer. 1 
de rstand that you have been listening to the testimony. You have 
ieard the testimony er morning, have you not *¢ ¢ 

Mr. Hamner. Yes, sir, thank you. 

Senator oF iaineeers, We are very grateful to you for having ap 
peared. Itisnow1 o'clock. The committee will stand in recess until 

15 o'clock when we will reassemble in this same room. 

(Whereupon, at 1 p. m., the committee recessed, to reconvene at 2:15 
p. m., the same day.) 

AFTERNOON SESSION 


Senator O’Manonery. Mr. Burns, are you ready to proceed / 

Mr. Burns. Yes. 

Senator O’Manoney. All right, Mr. Burns, if you will proceed, 
please # 

Mr. Burns. Mr. Chairman, before we start to examine the execu 
tives of the General Motors Corp., I think it would be useful to insert 
into the transcript of the record at this time a list of the divisions and 
subsidiaries of General Motors Corp. throughout the world which are 
found on pages 6 to 14, inclusive, of an Information Handbook which 
they have distributed as of April 15, 1955. 

This will enable the record to show as of the time of this hearing the 
extent of the activities and also it will be useful when various officials 
are examined in having the record illustrate the number of plants of 
each division, as well as the produc ts of each division. 

Senator O’Manoney. This is from the Information Handbook of 
the General Motors C orp.’ 

Mr. Burns. Yes, Senator. 

Senator O’Manonry. The material may be received. 

(The material referred to follows: 


DIVISIONS: MANAGERS, PLANTS, AND PRODUCTS 
General Motors has 119 plants in 64 cities in 19 States of the United States, 


6 plants in Canada, and assembly and manufacturing operations in 17 other 
countries. 
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The 44 operating divisions and subsidiaries include 9 car, truck, and body divi 
sions; 17 accessory and parts divisions, most of them automotive; 7 engine 


divisions ; 2 divisions which manufacture commercial and household appliances ; 
and 4 finance and insurance units. 
1. AC SPARK PLUG DIVISION 

1300 North Dort Highway, Flint, Mich. 
(Also a plant at Milwaukee, Wis.) 
Civilian 

Spark plugs; speedometers; instrument panels; fuel pumps; oil filters; airz 
cleaners; gages and other automobile equipment. 
Defense 

Bombing navigational computers; gun-bomb-rocket sights; Skysweeper anti 
aircraft fire-control systems; gyroscopic gunsight parts; spark plugs for aircraft 
and vehicles ; tank and truck instrument clusters ; miscellaneous parts for trucks, 
tanks, and aircraft. 

2. ALLISON DIVISION 

1700 West 10th Street, Indianapolis, Ind. 
(Also a plant at Dayton, Ohio) 
Civilian 

Transmissions for heavy-duty vehicles and rail cars; torque converters; turbo- 
prop engines for transport aircraft; diesel engine blowers ; marine reduction and 
reverse gears ; diesel locomotive parts ; precision bearings. 
De fPenae 

Turbojet and turboprop aircraft engines ; aircraft propellers ; synchronized self 
locking aircraft actuators; transmissions and power trains for tanks and other 
heavy ordnance tactical vehicles; bearings for aircraft, tank engines and tank 
transmissions. 

3. BROWN-LIPE-CHAPIN DIVISION 

Town Line Road, Syracuse, N. Y. 
(Also a plant at Elyria, Ohio) 
Civilian 

Hub caps; wheel discs; bumper guards; radiator grilles; zine die castings; 
miscellaneous chrome-plated parts. 
Defense 

Compressor stator blade carrier assemblies; turbine stator blades for sapphire 
jet engines. 

4, BUICK MOTOR DIVISION 

1051 East Hamilton Avenue, Flint, Mich. 
(Also a plant at Willow Springs, I11.) 
Civilian 

sSuick passenger cars. 
Defense 

Wright J65 jet engines. 


5. BUICK-OLDSMOBILE-PONTIAC ASSEMBLY DIVISION 


3044 West Grand Boulevard, Detroit, Mich. 
(Plants:at Arlington, Tex.; Atlanta, Ga.; Linden, N. J.; Framingham, Mass. ; 
Kansas City, Kans. ; South Gate, Calif. ; and Wilmington, Del.) 


Civilian 

Assembly of Buick, Oldsmobile, and Pontiac passenger cars. 
Defense 

Republic F-S4F Thunderstreak aircraft. 
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6. CADILLAC MOTOR CAR DIVISION 


co Clark Avenue, Detroit 32, Mich. 
\lso a plant at Cleveland, Ohio) 


Cadillac passenger cars. 


M42 self-propelled twin 40 mm. gun motor carriages; components for light 


nd medium tanks; gun motor carriages and cargo carriers. 


7. CENTRAL FOUNDRY DIVISION 


17 Florence Street, Saginaw, Mich. 
\lso plants at Danville, Ill.; and Defiance, Ohio) 
lian 
Gray iron, malleable iron and ArmaSteel castings (both conventional green 
sand and shell molding) for passenger cars, trucks, diesel engines, and many 
ner uses. 


oTense 


Castings for tanks, trucks, diesel engines, guns, and ammunition. 


8. CHEVROLET MOTOR DIVISION 


044 West Grand Boulevard, Detroit 2, Mich. 

\lso plants at Atlanta, Ga.; Baltimore, Md.; Bay City, Mich.; Bloomfield, N. J.; 
Buffalo, N. Y.; Cleveland, Ohio; Flint, Mich.; Indianapolis, Ind.; Janesville, 
Wis.; Kansas City, Mo.:; Livonia. Mich.; Los Angeles, Calif.; Munice, Ind. ; 
Norwood, Ohio; Oakland, Calif. ; Saginaw, Mich.; St. Louis, Mo.; Tarrytown 
N. Y.: Toledo, Ohio; and Tonawanda, N. Y.) 

Chevrolet passenger cars and trucks. 


9. CLEVELAND DIESEL ENGINE DIVISION 
2160 West 196th Street, Cleveland 2, Ohio 
Civilian 
Diesel engines for commercial, marine, and industrial uses; gas and dual fuel 
engines for industrial uses. 
Defense 


Diesel propulsion engines for submarines and minesweepers; engine generator 
sets ; vapor compressors for water distilling units. 


10. DELCO APPLIANCE DIVISION 


01 Lyell Avenue, Rochester 1, N. Y. 
Civilian 


Automatic oil and gas-fired residential heating equipment, including furnaces, 

lers, and conversion burners; residential year-round air conditioning ; domestic 
ectric water systems ; fractional horsepower electric motors ; automotive motors 
r heaters, defrosters, seat actuators, and for window, antenna, and top lifts; 
vindshield wipers; electric automobile clocks. 


Defense 


\utosyn and permanent magnet motors; clutch assemblies for automatic pilots; 
reraft instruments and parts. 


11. DELCO PRODUCTS DIVISION 


629 East First Street, Dayton 1, Ohio. 

( ilian 

liydraulic and electric power units for factory, home, and farm use; fractional 
integral horsepower electric motors; hydraulic cylinders for heavy road 


i 
‘Iactory equipment; shock absorbers for automobiles and trucks; standby gen- 
ators for use with gas engines or tractors; electric controls; fans. 











3454 STUDY OF THE ANTITRUST LAWS 


Tank and truck shock absorbers: generators for tanks; aircraft landing gear 
} hel 


struts, gryo assemble elicopter blade dampers; jet engine starters; electri 


12. DELCO RADIO DIVISION 


1446 Home Avenue, Kokomo, Ind. 


Two-way radio communication equipment; ground-to-air radio communicatior 
equipment; subassemblies for antiaircraft fire control systems and gun-bomb 


row et sights other electronk devices 


DELCO-REMY DIVISION 


AOL ¢ imbus Avenue, Anderson, Ind 
\lso plants at Anaheim, Calif.; Muncie, Ind.; and New Brunswick, N. J.) 


Generators, cranking motors, distributors, ignition coils, storage batteries, 
orns, flexible cable controls, directional signal and control switches for passenget 
irs, trucks, buses, farm and garden tractors, outboard motors, marine craft and 


industrial applications 


Fully waterproofed, radio-suppressed electrical Components for ordnance tanks 


14. DETROIT DIESEL ENGINE DIVISION 


400 West Outer Drive, Detroit 28, Mich. 
\lso a plant at Wayne, Mich.) 


lbiesel engines for trucks, coaches, rail cars, tractors, earth-moving equipment, 
well drilling rigs and other industrial applications, work boats and pleasure 


raft and diesel generator sets. 
Defense 
Aunilia senerator sets for tanks and other armored vehicles; marine pro- 


pulsion and auxiliary engines; portable diesel generator sets. 


15. DETROIT TRANSMISSION DIVISION 
Willow Run plant, Ypsilanti, Mich. 
Civilian 
Hydra-matie transmissions. 
Defense 


Hydra-matic transmissions for trucks. 


16. DIESEL EQUIPMENT DIVISION 


2100 Burlingame Avenue SW., Grand Rapids 1, Mich. 
Civilian 

Diesel fuel injectors; hydraulic valve lifters; gas valves; piston rings. 
Dee WLNE 

Fuel nozzles for turboprop and turbojet engines; diesel engine parts; pro- 
peller control parts. 

17. ELECTRO-MOTIVE DIVISION 

S01 55th Street, La Grange, Ill. 


(Also a plant at Chicago, Ill, and factory rebuild branch plants at Emeryville, 
Calif.; Halethorpe, Md.; Jacksonville, Fla.; Los Angeles, Calif.; Robertson, 
Mo. ; and Salt Lake City, Utah.) 
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esel locomotives for passenger, freight, switching, and industrial use; heavy 
bile diesel generating plants for public utility use; diesel oil well drilling 
nery ; diesel engines for miscellaneous application 


18 I 


18. EUCLID DIVISION 


41 Chardon Road, Cleveland 17, Ohi« 


o 


Off-the-highway equipment for moving earth, rock, coal, and ore. 


Off-the-highway equipment for moving earth, rock, coal, and ore; bomber 


* tow- 
ractors. 


19. FABRICAST DIVISION 


and Monon Streets, Bedford, Ind 


\lso a plant at Jones Mills, Ark.) 

Precision-cast nonferrous parts for various automotive applications. 
} 

\luminum eastings for tank transmissions, jet engines, and diesel engines; 


esistant alloy castings for gas turbines. 


20. FISHER BODY DIVISION 


M+ West Grand Boulevard, Detroit 2, Mich 


\ plants at Atlanta, Ga.: Baltimore, Md.: Cleveland, Ohio; Flint, Mich.; 
Grand Blane, Mich.; Grand Rapids, Mich.; Hamilton, Ohio; Janesville, Wis. ; 
Kansas City, Mo.; Lansing, Mich.: Los Angeles, Calif.; Norwood, Ohio: Oak- 
nd, Calif.; Pittsburgh, Pa.; Pontiac, Mich.; St 
N. ¥.; and Willow Springs, I11.) 


Fisher bodies 


. Louis, Mo.; Tarrytown, 


21. FKIGIDAIRE DIVISION 


ivlor Street, Dayton, Ohio 
ctric refrigerators, ranges, water heaters; food freezers; automatic clothes 
ers and dryers; electric ironers; automatic dishwashers; food waste dis- 
sers; dehumidifiers ; room air-conditioners; year-round home air-conditioners; 
e-cream cabinets; water coolers; reach-in refrigerators; automatic ice cube 
ikers; air-conditioning equipment for automobiles, railway cars, homes, and 
sinesses ; general commercial refrigeration equipment. 


22. GMO TRUCK AND COACH DIVISION 


60 South Boulevard, E., Pontiac, Mich. 
Civilian 


GMC trucks and GM motor coaches 


Vilian-type trucks and coaches. 


23. GUIDE LAMP DIVISION 


2915 Pendleton Avenue, Anderson, Ind. 
(’ lian 
Lamps; mirrors; traffic-light viewers; turn signal switches; reflex reflectors; 
vlass sealed beam units; stampings; header parts; die castings molded plastic 
parts; Autronie Eye automatic headlamp controls. 
Defe nse 


Lamps for tanks, trucks, and other vehicles. 
67272—56—pt. 7-39 
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24. HARRISON RADIATOR DIVISION 


Washburn at Walnut, Lockport, N. Y. (Also a plant at Buffalo, N. Y.) 
Civilian 
Radiators, thermostats, transmission oil coolers, air-conditioning systems 


heaters, and defrosters for all types of automotive applications ; heat exchangers 
for aviation, marine, industrial, and diesel locomotive uses. 


Defense 
Heat exchangers for aircraft, tanks, ships, and gun controls; radiators fo: 
tanks and trucks ; combustion chamber assemblies for Sapphire jet engines. 


25. HYATT BEARINGS DIVISION 


427 Middlesex Street, Harrison, N. J. 
(Also a plant in Clark Township, N. J.) 
Civilian 
Roller bearings; railroad journal boxes for locomotives, passenger, and freight 
cars. 
Defense 
Roller bearings for tanks, trucks, and jet engines. 


26. INLAND MANUFACTURING DIVISION 


97907 


2727 Inland Avenue, Dayton, Ohio 
Civilian 

Rubber and plastic products; ice trays; clutches; brake hose and brake lining 
power-steering hose; steering wheels; self-sealing windshield, and back glass 
channel strips; door seals; ball joints; motor mountings; automotive bushings 
and seals; miscellaneous rubber products. 


Defense 
Tank tracks ; miscellaneous rubber parts for tanks, trucks, and aircraft. 
27. MORAINE PRODUCTS DIVISION 
1420 Wisconsin Boulevard, Dayton, Ohio 
Civilian 
Hydraulic-brake equipment and fluids; automotive and diesel engine bearings; 
metal powder parts; porous metal filters and flame arrestors; automatic trans- 


mission parts; friction material products; automatic power brake units; rolled 
bronze and bimetal bushings and washers. 


Defense 

Truck automatic transmission clutch plates and parts; engine bearings; 
metal powder parts; hydraulic brake controls and fluids. 

28. NEW DEPARTURE DIVISION 

269 North Main Street, Bristol, Conn. 
(Also plants at Meriden, Conn.; and Sandusky, Ohio) 
Civilian 

Precision, standard and special-purpose ball bearings; bicycle coaster brakes 
and hubs; steel balls; upset forging ; one-way clutches. 


Defense 
Precision, standard and special-purpose ball bearings for tanks, trucks, air- 
craft, guns, guided missiles, radar, instruments, and other military uses. 
29. OLDSMOBILE DIVISION 
1014 Townsend Street, Lansing, Mich. 
Civilian 
Oldsmobile passenger cars. 


ALL 07 


paths 


pad Pith i GS 
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efense 


Compressor and turbine assembles for Sapphire jet engines ; forgings for trucks, 
craft, and guns. 


30. PACKARD ELECTRIC DIVISION 
Dana Street NE., Warren, Obio 
ivilian 


Automotive and aircraft cable products; radio, refrigeration, and appliance 
wiring; fractional horsepower electric motors. 


Defense 


Cable and wiring assemblies for aircraft, jet engines, tanks, and other military 
roducts. 


31. PONTIAC MOTOR DIVISION 
196 Oakland Avenue, Pontiac, Mich. 
b Civilian 
Pontiac passenger cars. 
Defense 
20 mm. rapid-fire aircraft weapons. 
32. ROCHESTER PRODUCTS DIVISION 


1000 Lexington Avenue, Rochester, N. Y. 


Civilian 
~ Carburetors ; locks and keys; fuel pumps; cigarette lighters: brazed and welded 
[SS steel tubing for refrigerator coils and many automotive uses, such as brake, fuel. 
° vater, and oil lines, engine push rods and tubular transmission gear-shift rods. 
Defense 
Carburetors for auxiliary generator sets for tanks and other armored vehicles. 
33. SAGINAW STEERING GEAR DIVISION 
3900 Holland Avenue, Saginaw, Mich. 
Civilian 
Power and manual steering gears; passenger-car propeller shafts, universal 
aS joints, front-end suspension parts; passenger-car and truck steering linkages: 
ns Hydra-Matic transmission parts; directional signal switches; ball-bearing screw 
led nd ball-bearing spline assemblies. 


Derense 
Steering gears for cars, trucks, and buses; hydraulic mechanisms for aircraft: 
gs miscellaneous parts for trucks, buses, and aireraft; parts for antiaireraft fire- 
ontrol systems. 
34. TERNSTEDT DIVISION 
6307 West Fort Street, Detroit, Mich. 
(Also plants at Columbus, Ohio; Flint, Mich.; and Trenton, N. J.) 
Automobile hardware. 


ke 35. UNITED MOTORS SERVICE DIVISION 
Kes 


44 West Grand Boulevard, Detroit, Mich. 
Civilian 


Distribution of automotive service parts and accessories, electronic service 
irts, electrie motors, and parts. 


Distribution of service parts for military vehicles. 


ro ae - 
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FINANCE AND INSURANCE UNITS 
36. GENERAL MOTORS ACCEPTANCE CORP 


1775 Broadway, New York, N. Y. 
Wholesale and retail financing service for dealers in General Motors products 
n the United States, Canada, and various overseas countries. 


37. GENERAL EXCHANGE INSURANCE CORP. 
38. MOTORS INSURANCE CORP. 


1775 Broadway, New York, N. Y. 
lire, theft (comprehensive), and all forms of collision insurance for auto 
mobiles. 
39. MOTORS-HOLDING DIVISION OF GENERAL MOTORS 
3044 West Grand Boulevard, Detroit, Mich. 
Capital financing for retail dealers in GM automobiles. (In Canada, provided 
by Motors Holding of Canada, Ltd.). 


CANADIAN UNITS 
{0. FRIGIDAIRE PRODUCTS OF CANADA, LTD. 
Scarborough, Ontario 


(Also a plant at Leaside, Ontario) 
Frigidaire and Delco-Heat products for Canada. 


11. GENERAL MOTORS OF CANADA, LTD 
William Street E., Oshawa, Ontaria 
Also a plant at Windsor, Ontario) 
Cw ilian 
Manufacture and assembly of General Motors cars, trucks, and automobile 
engines in Canada. 
De Jense 


214-ton 6-weel drive military vehicles. 
12. GENERAL MOTORS DIESEL, LTD. 


East Oxford Street, London, Ontario 
Diesel locomotives for passenger, freight, and switching use; industrial and 
marine diessel-engine sales; mobile electric-power generating unit sales. 


43. M’KINNON INDUSTRIES, LTD. 

Ontaria Street, St. Catharines, Ontario 
Civilian 

Parts, assemblies, V-8 engines and engine assemblies, and accessories fo! % 
Canadian-built passenger cars and trucks; automotive radios; fractional horse 1 
power motors; New Departure ball-bearings; Hyatt roller bearings; two-speed 
axle assemblies ; forgings ; castings. 
Defense 

Military truck axles. 


wey Erte LS 


‘a eae 


OVERSEAS OPERATIONS 


44. GENERAL MOTORS OVERSEAS OPERATIONS DIVISION 


% 


1775 Broadway, New York, N. Y. 

Distribution of General Motors products outside of the United States and 
Canada. Assembly and maunfacturing operations in 17 countries, including 
manufacture of Vauxhall cars and Bedford trucks in England, Opel cars and 
trucks in Germany, and Holden cars and utility vehicles in Australia. 
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INDIVIDUAL OPERATIONS 
ARGENTINA 


seneral Motors Argentina, S8.A., Rio Limay 1725 (33/8), Buenos Aires 
Assembly of GM cars and trucks. Manufacture of truck and bus bodies, leaf 
prings, batteries, and Frigidaire household and commercial cabinets. War 


ise for parts and accessories and other GM products 
AUSTRALIA 


felbourne : General Motors-Holden’s, Ltd., Melbourne, C. 1 
Manufacture Holden passenger car and commercial vehicle mechanical com 
s, bus bodies, auto parts, and accessories. Chassis assembly and body 
f GM, Vauxhall, and Holden vehicles. Warehouse for parts 
ries 
\ a (Woodville): General Motors-Holden’s, Ltd., W lvill Sout] 
\ustralia 
facture passenger car bodies, truck cars, van, and utility bodies, chassis 


et etal parts. 


lie (Birkenhead): General Motors-Holde n’s, Ltd , Port Adelaide, South 


issembly and body mount of GM, Vauxhall, and Ho nh ve 


General Motors-Holden’s, Ltd., Sydney 
nd body assembly of Vauxhall and Holden vehic has sse 
bor mount of GM vehicles. Manufacture Frigidaire h ehold cabinets 
‘for parts and accessories and other GM produ 
General Motors-Holden’s, Ltd., Valley, Brisban 
( ssembly and body mount of GM, Vauxhall, and Holds vel le 
| G il Motors-Holden’s, Ltd., Mosman Park, Western Australia 
( ssembly and body mount of GM, Vauxhall, and Holde1 
Lit 
BELGIUM 
(Holland, Luxembourg) 
General Motors Continental, Noorderlaan, Antwerp, Belgium 
Assembly of GM, Opel, and Vauxhall passenger cars and trucks. Manufactur 
» radiators. Warehouse for parts and accessori¢ nd other GM prod 
BRAZIL 
ina 


General Motors do Brasil 8S. A., Caixa Postal 8.200, Sao Paulo 
' Assembly of GM, Opel, and Vauxhall passenger cars and Gin tt M 
f f truck cabs, commercial and bus bodies, leaf springs id b 
Frigidaire household and commercial cabinets. Warehouse for parts and acces 
‘s and other GM products, 


re o 


DEN MARK 


rse (Norway) ? 


eed 
General Motors International A/S, Aldersrogade 20, Copenhagen N, Denmark 
Assembly of GM, Opel, and Vauxhall vehicles. Warehou for part 
iccessories and other GM products 
EGYPT 
General Motors Middle East, Inc., Alexandria, Egypt 
Warehouse for GM, Opel, and Vauxhall vehicles, parts, and accessories, ant 
ther GM products. 
and - 
ding Additional territories served by plant listed 
and 
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FRANCE 
(Algeria, Tunisia) * 
General Motors (France), 56/60 Avenue Louis Roche, Gennevilliers (Seine) 
France 
Manufacture Frigidaire household and commercial cabinets, compressors, con- 


densing units, and components, AC—Delco products. Warehouse for GM, Opel, 
and Vauxhall vehicles, parts, and accessories and other GM products. 


GERMANY 


Adam Opel, A. G., Russelsheim/Main, Germany 


Manufacture Opel cars and trucks, spare parts, Frigidaire household and 
commercial cabinets, compressors, condensing units, and components. 


GREAT BRITAIN 
General Motors, Ltd; 23 Buckingham Gate, London, S. W. 1, England 
Central office and overseas department. 


General Motors, Ltd., AC-Delco Division, Dunstable, Bedfordshire, England 
(Also a plant at Southampton) 
Manufacture automotive parts and accessories. 


General Motors, Ltd., Frigidaire Division, Stag Lane, Kingsbury, London, N. W. 9, 
England 
Manufacture of Frigidaire household and commercial cabinets, compressors, 
condensing units, and components. 
Vauxhall Motors, Ltd., Kimpton Road, Luton, Bedfordshire, England 
Manufacture Vauxhall cars and Bedford trucks, spare parts. 


MEXICO 
General Motors de Mexico 8. A. de C. V., Apartado Postal 107 Bis., Mexico D. F. 
Mexico 


Assembly of GM and Opel vehicles. Manufacture of commercial and bus bodies, 
leaf springs, and batteries, Frigidaire household and commercial cabinets. Ware- 
house for parts and accessories and other GM products. 


NEW ZEALAND 
General Motors New Zealand, Ltd., Wellington, New Zealand 
Assembly of GM and Vauxhall vehicles. Manufacture Frigidaire household 
and commercial cabinets and condensing units. Warehouse for parts and 
accessories and other GM products. 


PAKISTAN 
General Motors Overseas Corp., Karachi Branch, Karachi, Pakistan 
Assembly of Chevrolet, GMC, and Bedford trucks. Manufacture of truck 
cabs, commercial and bus bodies. Warehouse for Opel and Vauxhall vehicles, 
parts and accessories, and other GM products. 
PERU 
General Motors Interamerica Corp., Lima Branch, Lima, Peru 
Assembly of GM vehicles. Manufacture of commercial bodies. Warehouse 
for Opel and Vauxhall vehicles, parts and accessories, and other GM products. 
PORTUGAL 
(Spanish and French Morocco)* 


General Motors Overseas Corp., Lisbon Branch, Lisbon, Portugal 


Warehouse for GM, Opel, and Vauxhall vehicles, parts and accessories, and 
other GM products, 


1 Additional territories served by plant listed 


ae 
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SOUTH AFRICA 
Union of South Africa, South West Africa, Katanga [Belgian Congo], Northern 
Rhodesia, Southern Rhodesia, Nyasaland, Mozambique, Swaziland, Basuta- 
land)? ; 
General Motors South Africa (Pty.)Ltd., Port Elizabeth, South Africa 


Assembly of GM, Opel, and Vauxhall vehicles. Manufacture of truck and bus 
bodies, batteries, leaf springs, Frigidaire household cabinets, and electric ranges. 
Warehouse for parts and accessories and other GM products. 


SPAIN 


General Motors Peninsular, 8. A., Apartado de Correos 1144, Barcelona, Spain 


Sales office for GM, Opel, and Vauxhall vehicles and other GM products, 
r 


SWEDEN 
(Finland)? 
General Motors Nordiska A. B., Skanstull, Stockholm 20, Sweden 
Suomen GM-Oy—Helsinki, Finland 


Assembly of GM, Opel, and Vauxhall vehicles. Warehouse for parts and acces- 
sories and other GM products. 


SWITZERLAND 
(Austria, Yugoslavia, Italy, Sardinia)? 
General Motors Suisse 8S. A., Salzha usstrasse 21, Bienne, Swizerland 
Assembly of GM, Opel, and Vauxhall vehicles. Warehouse for parts and acces- 
sories and other GM products. 
URUGUAY 
General Motors Uruguaya §. A., Casillal de Correo 34, Montevideo, Uruguay 
Assembly of GM trucks. Warehouse for GM, Opel, and Vauxhall vehicles, 
parts and accessories, and other GM products. 
VENEZUELA 


General Motors Interamerica Corp., Caracas Branch, Caracas, Venezuela 
Assembly of GM cars and trucks. Warehouse for Opel and Vauxhall vehicles, 
parts and accessories, and other GM products. 


NEW YORK 
¥oreign Distributors Division, General Motors Corp., 224 West 57th Street, 
New York, N. Y. 

Distribution and sale of GM, Opel, and Vauxhall cars, trucks, and other GM 
products in all overseas territories not served by plants or warehouses. 

Mr. Burns. The first witness whom we have asked to call is Alfred 
P. Sloan, Jr., chairman of the board. Mr. Hogan has asked permis- 
sion to have a statement read on behalf of the corporation by the chief 
executive officer, Mr. Harlow H. Curtice, and we have agreed that he 
may do that. 

Mr. Curtice. Thank you. 





‘ Additional territories served by plant listed. 
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STATEMENT OF GENERAL MOTORS CORP.: ALFRED P. SLOAN, JR 
CHAIRMAN OF THE BOARD OF DIRECTORS; HARLOW H. CURTICE, 
PRESIDENT; ALBERT BRADLEY, EXECUTIVE VICE PRESIDENT 
LOUIS C. GOAD, EXECUTIVE VICE PRESIDENT; FREDERIC 4G. 
DONNER, VICE PRESIDENT; SHERROD E. SKINNER, VICE PRESI- 
DENT, GROUP EXECUTIVE ACCESSORY GROUP; CYRUS R. OSBORN, 
VICE PRESIDENT, GROUP EXECUTIVE ENGINE GROUP; ROGER M. 
KYES, VICE PRESIDENT, GROUP EXECUTIVE GMC TRUCK & COACH 
AND DAYTON GROUP; WILLIAM F. HUFSTADER, VICE PRESIDENT, 
DISTRIBUTION STAFF; PAUL GARRETT, VICE PRESIDENT, PUBLIC 
RELATIONS; THOMAS H. KEATING, VICE PRESIDENT, GENERAL 
MANAGER, CHEVROLET MOTOR DIVISION; IVAN L. WILES, VICE 
PRESIDENT, GENERAL MANAGER, BUICK MOTOR DIVISION; 
ROLAND §S. WITHERS, GENERAL MANAGER, UNITED MOTORS 
SERVICE DIVISION; HERBERT M. GOULD, GENERAL MANAGER, 
MOTORS HOLDING DIVISION; CHARLES G. STRADELLA, PRESI- 
DENT, GENERAL MOTORS ACCEPTANCE CORP.; JAMES D. DEANE, 
VICE PRESIDENT, GENERAL MOTORS ACCEPTANCE CORP. ; JOHN 0. 
ZIMMERMAN, VICE PRESIDENT, GENERAL MOTORS ACCEPTANCE 
CORP.; LEWIS L. LUKES, PRESIDENT, GENERAL EXCHANGE IN- 
SURANCE CORP., PRESIDENT, MOTORS INSURANCE CORP. ; HAROLD 
E. BEYER, VICE PRESIDENT, GENERAL EXCHANGE INSURANCE 
CORP., VICE PRESIDENT, MOTORS INSURANCE CORP.; ARVID E. 
KALLEN, PRESIDENT, YELLOW MANUFACTURING ACCEPTANCE 
CORP.; HERMAN F. LEHMAN, GENERAL SALES MANAGER, FRIGID- 
AIRE DIVISION; GEORGE A. BROOKS, SECRETARY; GEORGE RUS- 
SELL, TREASURER; RALPH C. MARK, COMPTROLLER; AND HENRY 
M. HOGAN, VICE PRESIDENT AND GENERAL COUNSEL 


Senator O’Marronry. You may proceed, Mr. Curtice. 

Mr. Currice. Senator O’Mahoney, Senator Dirksen, Senator Wiley, 

Senator Langer, men of the press, in the interest of time I will move 

right ahead with the statement. 

[t is my understanding that the purpose of these hearings by your 

subcommittee is to make an economic study of General Motors Corp., 
> ion ~ ‘ . “N 9 

and more specifically to seek out the reasons for General Motors 


growth. 


May I first make the point that the growth of General Motors has 
taken place principally over the past 35 years. This period coincides 
with that in which the policies and business of the corporation have 
functioned under the existing management organization. 

In my opinion, there are four principal reasons for our success. 
These are, first, the dynamic growth of our country; second, the even 
more rapid growth of the automobile industry; third, our manage- 
ment structure, and fourth, our approach to problems. 

It is obvious that our country has grown tremendously since the 
early 1920's. 
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General Motors would have grown substantially over the past 3D 
vears had it done no more than keep pace with the growth of the 
country. 

However, the automobile industry has grown faster than has the 

intry. Its contr ibution to the Nation’s e xpanding output of useful 
ood and services have become increasingly significant. 

General Motors has grown faster than has the automobile industry 

a whole. 

General Motors has been able to offer greater dollar values in its 
products, and at the same time it has been able to operate efficiently 
to provide dividends for its shareholders and substantial sums for 
reinvestment in the business. 

One may well ask why and how. This brings me to what to my 
mind are the two fundamental reasons for the success of General Mo- 
tors—our organizational structure and our approach to problems. 

Each of these two elements—organizational structure and approach 
to problems—complements . other and each reinforces the other. 
Because of their importance, I should like to discuss each in turn. 

First, unique organizational structure. 

To fully appreciate the revolutionary nature of the organizational 
structure de veloped by Mr. Sloan in the early 1920’s it is necessary to 
appraise it in the light of conditions as they existed at that time. 

The Business enterprise which the present: management took charge 
of in 1921 had been put together, beginning in 1908, by W. C. Durant, 
and it largely bore the stamp of his per rsonality. Durant had genius 
as a creater and supersalesman. He was not an administrator and did 

ot develop an effective organization. Twice under his administration 
the corporation was in serious financial difficulties—first in 1910 and 
again in 1920. 

Prior to 1921 there existed no real concept of sound management in 
General Motors. The corporation was unorganized and the individual 
units largely out of control. 

It is not surprising, therefore, that this—and I have some charts 
here. Chart I was the competitive picture in 1921 when the man- 
agement changed and Mr. Sloan began to put into effect new policies 
with respect to organizational structure. 

(Chart Tis as follows :) 
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Cuart I 


GENERAL MOTORS 
PER CENT OF INDUSTRY VEHICLE SALES 
FOR THE YEAR 1921 


FORD 55.45% 


SOURCE: F. T. C. "Report on Motor Vehicle Industry," Page 27 


Even before the crisis of 1920 materialized, Mr. Sloan was very 
conscious of the need in General Motors for a new and clearly defined 
concept of management philosophy. He had observed that much time 
was being consumed in solving detailed administrative problems and 
in meeting the critical situations which were constantly arising. He 
recognized that too great a concentration of problems upon a small 
number of executives limited initiative, caused delay, increased ex- 
pense, reduced efficiency and retared development. 

He realized that centralization, properly established, makes possible 
directional control, coordination, specialization, and resulting econo- 
mies. He also realized that decentralization, properly established, 
develops initiative and responsibility. It makes possible a proper dis- 
tribution of decisions at all levels of macateidinis. It results in flexi- 
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bility and that cooperative effort which is so necessary to a large-scale 
enterprise. 

Mr. Sloan’s objective was to arrive at a proper balance between these 
two apparently conflicting principles. He concluded that to do so 
(Jeneral Motors management should be established on a foundation of 
centralized policy and decentralized administration. 

Mr. Sloan’s concept of the management of a great industrial organi- 
zation, expressed in his own words as he finally evolved it, is— 
to divide it into as many parts as consistently as can be done, place in charge 
of each part the most capable executive that can be found, develop a system of 
coordination so that each part may strengthen and support each other part; thus 
not only welding all parts together in the common interests of a joint enterprise, 
but importantly developing ability and initiative through the instrumentalities of 
responsibility and ambition—developing men and giving them an opportunity to 
exercise their talents, both in their own interests as well as in that of the 
business. 

In pursuance of that plan—and chart II shows our present organi- 
zation—each of the various operations was established as an integral 
unit under a general manager. 

(Chart IT is as follows:) 
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Cuart Il 


ORGANIZATION CHART 
GENERAL MOTORS CORPORATION 
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Then, those operations having a common relationship were placed 


der a group exec utive for coordinatin ypu poses The group execu- 
es reported to t he president, w! owns the el ‘of executive uahiae: 
\ oveneral sta tf ansl financial a ( leonl statfs were established to 


erform those functional activities that coul be accomplished more 
ffectively by a central unit in the interest of the whole. Their duties 
also included the coordination of similar functional activities of the 

different operating units to promote their effectiveness. 

Over a period of years, the functions of the general staff have varied 
nd have been expanded with business experience and changed con- 
litions but within the fracework of the general concept. Today, the 

veneral staff concerns itself with the following functions: distribution, 
engineering, manufacturing, personnel, public relations, research, 
ind styling. 

Since the adoption of this plan of organization, each staff vice 
president has been a coordinating executive and has no direct au- 
hority over the operating units or their departments. With his 
taff he contributes to the development of better and more advanced 
policies and programs within his functional area through research 
and study. 

These decentralized operations function under the overall policies 

of the board of directors and its committees. 

In the structure and function of a decentralized organization such 
is General Motors, no part can properly be understood and appraised 
separately from the whole. The organization of General Motors 
Corp. under the board of directors consists of the financial policy com- 
inittee and the operations policy committee. 

These are supported by other committees and policy groups, staff 
operations, component product divisions, end product divisions, and 

h service operations. All are directed by staff executives or general 
line officers reporting to the chief executive officer. 

The financial and legal activities report to the chairman of the fi 
nancial policy committee. Necessarily, there must be continuing co 
operation and exchange of ideas among these groups and divisions. 
In the final analysis, it is this cooperative effort, properly stimulated 

ind developed, which makes for maximum efficiency. 

The balance between decentralized operations, on the one hand, and 
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coordinated control, on the other, varies according to area. It also 
varies ee to the temperaments and talents of exec utives. and 
the way 1 which the ‘y work. While the relationships of physical 


things are tales rent in the business, it is men who establish and govern 
ese relationships. 
The General Motors management concept provides a continuous 
flow of ideas and information upward and downward through the 
ianagement organization. This results in mutual education and un- 
derstanding at all levels from the foreman to the chief executive offi- 
cer. It provides interpretation and understanding of policy and pro- 
cedure. It provides for maximum initiative at every managerial level 
by the men closest to all the facts. Finally, it makes possible an ac- 
curate appraisal of the contribution of the individual executive as 
well as of every devisional organization and staff operation. 
For many years this form of decentralized industrial management 
is identified primarily with General Motors. In more recent years 
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decentralized management has been adopted by other large industria] 
companies. This is proof of the soundness of General Motors’ man. 
agement philosophy. Its effectiveness when applied to a large indus 
trial organization is attested to by the success of General Motors. 


Ill, THE GENERAL MOTORS ATTITUDE OF MIND 


Now we come to the second fundamental reason for the success of 
General Motors—our approach to problems. It is really an attitude 
of mind. It might be defined as bringing the research point of view 
to bear on all phases of the business. 

This involves, first, assembling all the facts; second, analysis of 
where the facts appear to point, and third, courage to follow the trail 
indicated even if it leads into unfamiliar and unexplored territory. 

This point of view is never satisfied with things as they are. It 
assumes that everything and anything—whether it be product, process, 
method, procedure, or social, or human relations—can be improved. 

I have tried to think of a single term to describe this attitude, and 
[ think perhaps the closest is the inquiring mind. 


IV. THE GENERAL MOTORS PHILOSOPHY IN ACTION 


Let us see what the application of this approach has accomplished 
OV . the years in various phases of the business. 

Building the Dealer Organization: One ti not usually associ- 
i the research attitude with dealer relationshi Actually, this is 
one of the most important areas in which the ¢ ir ution of the inquir 
ing mind has contributed to the success of General Motors and 
dealers. 

Prior to 1921, the general welfare of the dealer organization was 
not of major concern to automobile manufacturers. Little effort was 
made to consider dealer equities in relating production and the level 
of dealer stocks to consumer demand. The dealer was given little 
guidance as to his location, his facilities, or the operation of his busi- 
ness. 

In the early 1920’s the vital importance of having a successful dealer 
organization began to be recognized by General Motors, and steps were 
taken to consider the problems of the dealers from a scientific view- 
point. 

As a result, General Motors instituted the first of many policies de- 
signed to coordinate production with customer demand and to assist 
the dealer in operating an efficient and successful business. These 
included : 

1. Ten-day reports by the dealer of his current stock and sales of 
new and used cars and monthly projections of his estimated stock and 

sales of new cars for the next 3 months. 

The purpose of these reports and forecasts was to assist the dealer 
in balancing his inventories and to guide General Motors in its sched- 
uling of produc tion to meet customer demand. 

2. A practical accounting system to give the dealer an easily under- 
stood picture of the financial results of his business and thus foster 
good management. 
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3. Programs for the training of dealer sales and service personnel. 

1. Assistance to the dealer in the design and effective arrangement 
of his physical property. 

The studies begun in the 1920’s did not terminate with that era but 
rather became a part of the permanent General Motors program to 
improve its distribution system and its dealer organization. 

Part of this program was the development of an owner service 
policy for the benefit of the dealer and his customers. In addition, 
every assistance was extended to the dealer in satisfying owner 
complaints. ; 

Some prospects for General Motors franchises, otherwise well quali- 
fied, lacked adequate funds. To provide supplemental capital not 
available from other sources, General Motors established what is now 
known as its motors holding division. This division provides capital 
for dealers who qualify by experience and ability as operators. By 
means of an automatic purchase provision in their agreement with 
the division these dealers must use earnings currently to repay the 
advance by General Motors. In other words, the capital provided by 
General Motors is of a temporary nature. 

During the 26 years of its existence, motors holding has enabled 752 
dealers to acquire their own businesses. ‘Today there are 335 dealers, 
or less than 2 percent of our dealer body, receiving assistance under 
this plan. Currently, the buy-out time is averaging 2 years and 10 
months. 

As an outgrowth of visits to dealerships by top GM executives in the 
late 1920’s and early 1930’s, the General Motors dealer council was 
established in 1934. ‘The council was organized to provide a regular 
program of dealer meetings with top management for an exchange of 
viewpoints on the business, on policies, and on operations. 

In 1938 the General Motors dealer relations board was established. 
This board set up a procedure for appeal by any dealer to the highest 
officers of General Motors whenever the dealer felt that he was being 
unfairly treated by the division. 

Since the 1920’s both the central office and the divisions have con- 
ducted continuing research into the broad problems related to the 
marketing of our products. The large and constantly expanding 
metropolitan areas have been given special study. This enables Gen- 
eral Motors to determine the ideal number and location of dealerships 
in metropolitan areas to insure a sound profit opportunity for the 
— over the entire business cycle including both good years and 
ad. 

Senator Lancer. Would you pardon an interruption? How many 


of these dealers have appealed to the head officers that you stated a 
moment ago? 


Mr. Curtice. I have the record right here. 

Senator Lancer. I would be very curious to know whether very 
many of them had. 

Mr. Curtice. We have the records over the entire period. 

In 1953, 1; in 1954, 9; in 1955, 7 heard so far. 

Senator Dirksen. For the whole country ? 

Mr. Curtice. Yes. i 


Senator Wirey. What was that appeal for? What were those ap- 
peals for, for loss of dealership ? 
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Mr. Curtice. For nonrenewal of the contract. 

Senator Witry. Yes; that is what I wanted to get in there. 

Mr. Currice. Yes. 

Senator Witey. Out of how many dealers in all ‘ 

Mr. Curtice. Just under 17,000. I have a chart that shows exactly 
how many. 

Shortly after out entrance into World War II, when by Government 
order all production of automobiles was terminated, all our dealers 
were heartened by a special message from General Motors which 
included : 

1. An offer to buy back the dealer’s stock of new cars, parts, and 
ac cessories. 

2. Preferential consideration after the war for reappointment, if the 
dealer decided to close his business. 

3. A special allotment of new cars for 2 years following resumption 
of new-car production after the war to those dealers who continued to 
serve owners of General Motors cars and trucks during the war period. 

During those difficult war years leadership and stability were 
afforded the dealer organization by General Motors. To the extent 
permitted under Government regulations, functional parts were mai 
ufactured and made available to dealers. This enabled the dealers to 
render a very constructive service in keeping the automotive transpor 
tation system of America rolling. 

Since the war, the enormous increase in car ownership and the 
technological advances made in our products—such as automatic trans 
missions, high compression engines, power steering, power brakes 
just to name a few—has emphasized a great need for additional well- 
trained mechanics. To fulfill this need, General Motors in 1953 
undertook the establishment of 30 service training centers strategically 
located across the Nation, all of which are now in operation. These 
training centers are fully equipped and manned by specially trained 
instructors to give specialized training to dealer mechanics. In the 
first 10 months of 1955 we had an attendance of over 83,000, and in 
1956 we expect an attendance of over 250,000. Pioneered by General 
Motors, this is an entirely new approach to customer service. It 
represents an outstanding contribution to the progress of General 
Motors dealers and the satisfaction of their customers. 

Throughout the years since the early 1920’s General Motors has con- 
tinually changed its selling agreements to improve its relationships 
with the dealer organization. The following are some of the more 
important changes in the selling agreement that have evolved over the 
years: 

1. In the event of a price reduction, either on current models or on 
comparable new models, the dealers is reimbursed for the difference 
between the old and new price on new cars in stock when the price 
change is made. 

2. A price allowance is made in the event the dealer has on hand at 
the time of new model announcement more than 3 percent of the cars 
purchased in the prior model year. It is interesting to observe that 
for 1955 the carryover amounted to only seven-tenths of 1 percent 
of the passenger cars purchased by our dealers in the United States. 
This is an average of less than 114 cars per dealer. 

3. The dealer has the right to return any purchased parts or acces- 
sories within 30 days from the day he received them. 
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lo protect the dealer against loss from obsolescence on his parts 
nventory, he may return at the beginning of each year parts up to 2 
ercent of his pre vious year’ Ss pure hi ises. 
A dealer is enabled to arrange for a son or son-in-law who is 
active 1n the business to succeed him in the event of dea ne incapacity. 
6. Selling agreements now have a specified expiration date and 


any interim terminations by a division are limited to causes stated 


the agreement. Previously, selling agreements could be termi- 
nated by either party without cause on relatively short notice. The 
dealer still can terminate the present agreement on 30 days’ notice. 

7. The selling agreement specifies certain obligations by the divi 
sion to the dealer upon termination, such as: 

a) An additional quantity of new cars to fill bona fide retail 


(b) Repurchase by the division of new cars, specified parts and 

essories, and signs and tools. 

(c) Specified compensation for loss on leased or owned premises. 

+. Not included in the present agreement is an offer which was 

effect during most of the 1955 model year, and was designed to 
protect General Motors dealers against bootlegging. This offer com- 
mitted General Motors 
to repurchase, or to arrange for the repurchase by other General Motors 
dealers in other areas, at the respective prices paid by the original purchasing, 
authorized distributors or dealers, any such new and unused passenger cars 
that might be considered excess supply. 

It is interesting to compare the data for dealers of GM car divisions 
for 9 months of 195 55 with 12 months of 1940, the last normal prewar 
compe titive year, as shown on chart ITT. 

(Chart ITT is as follows:) 
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Cuarr III 


GENERAL MOTORS CAR DIVISION DEALERS 
12 Months 1940 Compared with 9 Months 1955 


NUMBER OF G.M. DEALERS—END OF PERIOD 
| QOH #72 
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1. Today, the dealer body numbers 16,957, compared to 17,044 in 
1940. 

2. Dealer sales are 3,200,000 units, up 1,400,000, or a 77-percent 
increase. 

3. Dealer total dollar sales are $13,490,000,000, up more than $10 
billion, or an increase of 344 percent. 

4. Dealer net profits before taxes $414 million—I repeat—$414 mil- 
lion for the first 9 months of 1955, up from $72 million for the full 
year of 1940. This is an increase of $342 million, or 476 percent. 

5. Dealer net profits before taxes were 3.07 percent of total sales, 
compared with 2.31 percent for 1940. 

Chart IV shows a comparison for 1953 of return on net worth of 
GM dealers with the return on net worth of 12 other retail businesses, 
based on information published by Dun & Bradstreet. 
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While 6 of these retail businesses had a higher and 6 a lower returt 
on their sales than GM dealers, the investment turnover for GM 
dealers was second highest, and, therefore, the GM dealer return o1 
net worth was the highest for un of the 13 types of retail businesses. 

Chart V shows a similar comparison of return on net worth for 
1954. Here again, while the return on sales of 10 other businesses 
was higher than that ot GM dealers, the investment turnover of GM 
dealers was second highest, and therefore the GM dealer return o1 
net worth was exceeded by only 1 other group. 

(Chart V is as follows:) 
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Crart V 


(Based on Net Profit After Reported Taxes) 
1954 
INVESTMENT TURNOVER —TIMES 


| 


Bata other thon automobiles: Last two columns from Dun and Bradstreet; first column is the product of the last two 


12.06% 


AUTOMOBILES —GENERAL MOTORS DEALERS 





9.04% 


FAWOMEN’S SPECIALTY SHOPS 














RETAIL BUSINESSES —THREE IMPORTANT RATIOS — Arranged in Order of Return on Net Worth 


5.89% 


DEPARTMENT STORES 
5.84% 
573% 





534% 


FURNISHINGS — MEN'S 





429% 
INSTALLMENT 
3.92% 


RETURN ON NET WORTH —% 
3.26% 


GROCERIES & MEATS —INDEPENDENT 
CLOTHING, MEN'S & BOYS 

LUMBER & BUILDING MATERIALS 
CLOTHING, MEN'S & WOMEN’S 


HARDWARE 
FUR 
FURNITURE 
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Many dealers have held GM franchises over a long period of time, 
- shown on chart VI. 
(Chart VI is as follows :) 


Cuarrt VI 


NUMBER OF YEARS GM CAR DEALERS 
HAVE HAD THEIR FRANCHISES 
AS OF SEPTEMBER 30, 1955 


PERCENT OF TOTAL 





UNDER 5-9 10-19 20 YEARS 
5 YEARS YEARS YEARS & OVER 


Over two-thirds of the dealers who were active at the end of World 
War II are still active. I should also like to point out that during 
the postwar period, GM dealers have had profits before taxes of over 
$5 billion, after deducting over $1 billion of owners’ salaries and 
bonuses. Their investment has grown from 240 million in 1940 to 
over $2,200 million today, largely from reinvested earnings. 

2. Planning to meet customer needs: It was recognized very early 
that doing a good job for customers requires contant and aggressive 
exploration of what their needs, requirements, and preferences are 
likely to be in the future. 

Market and economic research: Current and long-range market 
trends are studied constantly to help us distribute our products where 
and as they are needed. 
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Our long-range research concerns itself with the basic long-range 
trends of our dyni imic economy: Population trends and shifts: age 
and income group makeup of our future population—in short, what 
demands are going to be made upon us in terms of quantities of prod- 
ucts and what capacity should be provided and where, to meet these 
long-range demands. 

Customer research: We plan ahead to meet customer needs in stil] 
another way, and here the term “inquiring mind” is particularly ap- 
propriate. I refer to our research in consumer attitudes and prefer 
ences as regards the product. 

General Motors began to study customer preferences in the early 
1920’s. By 1982 this activity had grown to such an extent that it was 
established as a separate sti iff—the customer research staff. 

Each year the GM customer research staff seeks the views of as many 
as 21% million customers—competitors’ as well as ours—on overall ap- 
pearance, performance, size, comfort, details of design and construc 
tion and special features in the cars they drive. Similar studies are 
undertaken with regard to household appliances and other products. 

Styling: General Motors established a central styling section in 1927 
and since has pioneered in making cars more pleasing in appearance. 

Major developments in the field of styling leadership included mov 
ing the passenger compartment forward of the rear axle, increased 
luggage space, 2-tone colors, the divided windshield and thin corner 
pillars, the sloping nonglare windshield, the curved rear window, 
the extended front fender, the wrap-around bumper, and the 1-piece, 
curved glass windshield. 

Following these, General Motors pioneered one of the most out- 
standing dev elopments of recent years—the 2-door and 4-door hard- 
tops. These cars set new style trends, the impact of which will be 
felt in the industry for years to come. 

In the interest of increased vision and resulting safety, as well as 
improved appearance, General Motors developed the panoramic wind- 
shield with the post pillars moved back out of the line of vision. 

The panoramic windshield was long in development and studied 
very closely for public approval before it was introduced on our 
production models. Immediately after World War II our stylists 
and engineers began working seriously on the problem. 

Of great assistance to us in solving problems of optics involved in 
curved glass was the late Adelbert t Ames, research professor of physio- 
logical optics at Dartmouth College. 

The panoramic windshield was Siplaped to the public for the first 
time in 1951, in an experimental car we called Le Sabre. This car 
traveled thousands of miles on public exhibition in this country for 
3 years. We introduced the panoramic windshield on our production 
models for the first time in 1954. Public acceptance was immediate 
and favorable. That is why it was copied immediately by the entire 
industry. 

General Motors originated the idea of building experimental cars 
to pretest some of our ‘design thinking on the public. 

General Motors’ dream cars, shown at annual General Motors moto- 
ramas and at State fairs, in dealer shows and display rooms, are seen 
by literally millions of people. Their reaction, both likes and dislikes, 
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are tabulated as an indication of possible future trends. These studies 
play a most important part in future design planning. 

We have learned through constant study that customer tastes are 
continually changing and that what customers like today, they may 
not like tomorrow. Their tastes are reflected most quickly in the 
market place. That is why General Motors designers make it their 
business to anticipate customer desires and preferences for the cars, 
trucks, and household appliances not only of tomorrow, but in the 
years ahead. 
~ Mr. Chairman, in the interest of time, if you would like, I will not 
read the next pages, 21 through 26, dealing with automotive research 
and engineering developments. 

Senator O’Manoney. This material will be printed in the record 
as though you delivered it. 

Mr. Currice. Thank you. 

Senator O’Manoney. That is from page 21 through page 26? 

Mr. Currice. Yes; dealing with automotive and automotive 
improve ments. 

( The pp. 21 through 26 are as follows :) 

Automotive research and engineering developments: Now, let 
us " consider the application of the inquiring mind to research and 
engineering as it affects the General Motors product. 

At every stage in the development of the automobile there have been 
people who have declared, “ ‘This is it. This is the ultimate. We have 
gone as far as we can go.” As far back as 1912 one manufacturer 
published an advertisement which proclaimed : “My farewell car—I do 
not believe that a car materially better will ever be built.” 

It is hardly necessary to make the point that General Motors has 
never subscribed to this theory, which can only lead to ultimate failure. 
However, I would like to document some of the multitude of dev elop- 
ments—products of the inquiring mind—which have contributed so 
largely to making the automobile the comfortable, safe, dependable, 
and economical means of transportation that has revolutionized life 
as Americans live it today: 

Transmissions: An outstanding example of the inquiring mind in 
action is provided by the story of transmission development in General 
Motors. 

The very early automobiles were equipped with crude planetary- 
type transmission of highly doubtful life and reliability. Later, the 
hand-shifted, sliding gear transmission became the standard type. 
This transmission required a highly skilled driver to manipulate it. 

The first relief in this situation appeared in 1928 when Cadillac 
developed and introduced the synchro-mesh transmission. 

This was indicative that driving could be made easier, but in the 
eyes of General Motors management it did not represent nearly enough 
improvement. 

A central office transmission development group was assembled to 
undertake work on automatic transmissions. Eventually a semiauto- 
matic type was developed. Oldsmobile pioneered its commercial appli- 
cation in 1937. Two years later, in 1939, the revolutionary hydra- 
matic transmission, another General Motors first, was introduced— 
also by Oldsmobile. It was adopted by Cadillac in 1940 and by 
Pontiac in 1947. 
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During the war years the target in transmissions was the military 
vehicle. At the outset a hydramatic transmission was quickly modi- 
fied for use in light army tanks and armored cars. 

Next was the development of the tank torqmatic transmission, first 
used on the T—56 Hellcat tank destroyer developed and built by Buick. 

As the war continued, new models of tank transmissions were de 
signed and readied for production by engineers of central office and 
Buick. 

These new cross-drive transmissions became the postwar standard 
for all American armored vehicles. 

After World War II the inquiring minds of General Motors re 
search men and engineers centered once more on commercial products. 
The result was the introduction in 1948 of the Buick dynaflow, 
the first torque converter-type transmission ever developed for a pas 
senger car in quantity production. 

In 1950 a similar type of transmission—powerglide—was intro 
duced by Chevrolet. General Motors now had a full line of auto 
matic transmissions for its five makes of cars. 

Subsequent improvements in General Motors transmissions fol 
lowed. In 1953, Buick brought out the twin turbine version of dyna- 
flow, which provided better acceleration and economy. Chevrolet, in 
the same year, added an automatically operated low range to power 
glide. In 1955 Buick made a most important advance by introducing 
the variable pitch dynaflow. For 1956, Buick’s variable pitch has ac- 
quired another power feature, double regeneration, which again sub- 
stantially improves performance and economy. 

A completely new Hydra-matic automatic transmission is being 
offered for 1956. This development is an outgrowth of a principle 
used in the supercharger drive developed by Allison. 

This is another example of how, through the interchange of tech- 
nical information between divisional and central staff engineering 
organizations, developments can find their way so quickly into new 
applications in other fields. Every General Motors division avails 
itself of the information and engineering know-how of our central 
staff. 

The postwar development of automatic transmission for General 
Motors trucks and buses parallels the passenger-car story. 

General Motors has also made considerable progress in developing 
torque converter-type heavy duty transmissions for road building 
machinery and off-highway trucks. 

I have tried to cover briefly our contributions in the field of auto- 
matic transmissions. I am very proud of our record. I cite it as 
a vivid example to show that an important part of the success of 
General Motors results from the inquiring ana and more specifically 
from the intermeshing of a multitude of inquiring minds possessed 
of vision and the courage to look ahead. Automatic transmissions 
represent perhaps the most difficult field in transportation engineering. 

Engines: Another excellent example of the inquiring mind in action 
in General Motors is provided by our automobile powerplants of 
today. 

Our modern high-compression, economy engines would not be pos- 
sible had not the research staff invented the use of tetraethyl lead to 
eliminate engine knock and made other important discoveries in the 
field of fuel combustion. 


ed 
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These engines would not have been possible without the invention 
by General Motors of the harmonic balancer, the fuel pump, V-type 
fan belts, hydraulic lash adjuster, aluminum oxide spark plugs, 
resonance intake silencers and mufflers, new high load-carrying bear- 
nos, and crankease ventilation. 

‘These engines would not have been possible without the new oils, 
lubricants and fuels, in the development of which General Motors 
made important contributions in cooperation with the petroleum 
Inaustry. 


The pioneering work of the research 


staff in developing expe rl 
mental engines with high-com press ion ratios reached an important 
milestone in 1947. In that year Charles F. Kettering presented a 
paper to the Society of Automotive Kngineers describing the char 
teristics of an automobile engine with a 12 to 1 conipression ratio 
Cadillae, which introduced the first V-8 e1 oine built in this cour try 
1914, developed the first modern V-—8 higher-compression engine in 
{8. Oldsmobile introduced its modern hi 


oher-compression engine 
i ort time later, followed subsequently by Bui <. Pontiac, and 
( vrolet. 

he trend to higher-compression ratios as pioneered by General 
Motors through its research discoveries has bee responsible for a 
ery large savings in fuel consumption, amounting to v4 100 over 

fe of the average car. The potential fuel sav Ing for this year 
roduction lon ie thus will total in excess of $8 billion for the years 
ese Cars W il | bei In use, 

Other automotive improvements: The record that all along 
he line our approa th to research and engineering ¢ ve lopme nt has 
ber n h ehly successful. A large number of t] e more ieport int auto 

otive linprovements have been General Motors firsts—either de 


veloped O1 first introduced by General Motors. 

We were the first to offer cellular type radiators (1920) and oil-less 
Durex beari ngs (1923). Duco lacquer, which reduced painting and 
drying r time from days to minutes, was introduced in 1923. We 
plonee aad the deve lopme nt of high-pressure lubricants (1929) and in 
dependent front-wheel suspension (1933). 

In the area of safety we have to our credit such inventions and im 
provements as foot dimmer switches (1927), inside control door latches 
33), the autronic eye (1952), tinted and panoramic windshields 
(1950 and 1954), safety door locks and safety-aim headlamps (1955). 

General Motors dedication to getting the facts and following 
wherever they lead has also produced thousands of manufacturing 
improvements—new processes and methods now used throughout our 
industry. It has made outstanding advances in such fields as metal- 
lurgy and instrumentation. These contributions have had broad ap- 
plication in many industries. 

Mr. Currice. 4. Progress in other fields: As you know, over the 
years General Motors has successfully est: ablished itself in several 
related fields of production. 

Two-cycle diesel: I would add to Mr. Hamilton’s testimony some 
facts about phases of our diesel business prior to his association with 
General Motors. 

General Motors’ research laboratories started development work on 
the two-cycle, light-weight diesel as early as 1928, 2 years before either 
Winton or Electro-Motive was acquired. Our primary objective at 


| 
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that time was to develop a practical diesel truck engine that would 
result in important operating economies. 

Within a few years General Motors developed the two-cycle, light- 
weight diesel engine which revolutionized the entire diesel industry 
by pointing the way to new applications and new sales opportunities. 
The complete story on the development of this engine will be filed with 
the committee. 

Allison: And now to go on to the aircraft engine field, in which we 
are represented by Allison division, at Indianapolis. 

When acquired, in 1929, Allison was an experimental engineering 
organization of 200 employees. 

Development of a liquid-cooled aircraft engine was initiated early 
in 1930. In 1936 research staff technicians were shifted to Allison and 
«i major stimulus was given to this project. As a result the Allison 
V1710 engine passed its type test in 1937. Up to this point the de- 
velopment had been chiefly at General Motors’ expense. Subsequent 
to the test small Air Force development contracts were received. The 
first production order for 60 engines was received from the Air Force 
In 1958. 

In April 1939 an Army fighter plane powered by this first United 
States-built liquid-cooled engine won the Air Force pursuit aircraft 
competition. 

At the start of the defense program the Assistant Secretary of War 
requested General Motors to establish facilities for further develop- 
ment and production of the Allison liquid-cooled engine. A plant 
was built with General Motors funds. Orders on hand were inade- 
quate to support the size plant being built. Later Allison received 
orders from the Air Force and from the British and French Govern- 
ments totaling about 2,000 engines. 

A top-flight production team was assembled at Allison, made up of 
men from many other GM divisions. Several GM automotive and 
electrical equipment divisions were assigned parts production re- 
sponsibilities, as were of course many outside suppliers. Cadillac’s 
contribution in making intricate, high-precision parts was particu- 
larly outstanding. 

Allison’s total output 1940-45 was 70,000 engines, or about 60 per- 
cent of all engines delivered to the United States Air Force for 
fighters. 

Since World War IT Allison has figured prominently as a developer 
and producer of turbojet and turboprop aircraft engines, and trans- 
missions for tanks and other heavy ordnance vehicles. Lockheed has 
recently specified the Allison T-56 turboprop for its newest com- 
mercial airplane, the Electra, already ordered by two leading United 
States airlines. 

Frigidaire: Another major field in which GM vision and leader- 
ship proved themselves is electric refrigeration. "Without our con- 
tributions in this field the household refrigeration industry could not 
possibly have developed as it has. 

Guardian Frigerator Co. of Detroit was purchased by W. C. Durant 
with his own funds in 1918. At Mr. Durant’s suggestion this com- 
eo was acquired by General Motors in the following year on the 
vasis of his costs, which amounted to $56,366. 
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At the time Durant acquired Guardian, the company did not have 
1 fully developed product, nor any fac ilities or experience for quantity 
production and distribution. 

A complete program of redesign and reengineering of the no 
was undertaken by General Motors and the name of the company w 
changed to Frigidaire. 

During the period 1919-26 General Motors made substantial con- 
tributions to electric refrigeration through research and engineering 
development, and improvement in production methods. From these 
advances in engineering, production, and sales education, not only 
Frigidaire, but ‘all producers benefited, as the growth of the industry 

clearly indicates. 

The educational sales effort undertaken in the early twenties by 
2 vigidl Lire, and also by Kelvinator, sold the public on the value and 
advantages of electrical refrigeration. It was not until 1927 that 
General Electric entered the field. Westinghouse followed in 1930. 

The greatest single improvement in this field was Freon, the first 
ontoxic, nonflammable refrigerant. Freon was a General Motors 
development and was made available to all electric refrigerator manu- 
facturers. It has been responsible in large measure for the great 
erowth of the refrigerator industry. Even today, there is no sub- 
stitute for Freon. 

Now I come to the section, Mr. Chairman, of defense activities. 
Senator Lancer. Did the other companies pay you a royalty on 
that ? 

Mr. Curtice. No, sir. 

Defense activities: And now I pass along to General Motors’ role in 
defense production. 

Prior to our country’s involvement in World War II, when it be- 
‘ame obvious that America would have to look at her defenses, Gen- 
eral Motors assigned to a top management study committee the task 
of working out guidelines for the most effective possible enlistment of 
our know-how, skilled manpower, and facilities in the war effort. 
The committee recommended, and we adopted, certain policies 
which I will summarize as follows: 

1. Cooperate actively with the Government in planning the produc- 
ion of defense products. 

. Endeavor to assume the corporation’s share of the defense-pro- 
oa tion load. 

Endeavor to obtain contracts for the more complicated defense 
products. 

4. Concentrate GM production facilities on the most difficult parts 
of these products. 

5. Subcontract to the largest extent practical as much as possible 
of the balance of component parts. 

6. Spread the work among plant locations so as to protect employ- 
ment, within the limits of e ‘ficiency in production and use of facilities. 

Accept contracts of whatever type that may be mutually agreed 
upon with Government agencies. 

8. Limit its profit margin on war work to one-half its normal profit 
margin on civilian goods. 

As the largest producer in the country of technically complex prod- 
ucts made of metal, General Motors naturally was assigned heavy engi- 
neering and production responsibilities. 








3512 STUDY OF THE ANTITRUST LAWS 


Most of the military products General Motors produced were en 
tirely unrelated to our commercial products, presenting completely 
new and unfamiliar production problems. General Motors earned a 
reputation with the Armed Forces of being an efficient, low-cost, o1 
schedule producer of high-quality products. 

The following representative list of war materiel turned out by 
General Motors for the Armed Forces during the Second World War 


indicates the magnitude of our assignments: 
198,000 diesel engines for Army and Navy use, primarily in tanks and landing 
eraft 
206,000 airplane engines, including jet propulsion engines 
13,000 complete bomber and fighter planes 
97,000 aircraft propeller 
301,000 aircraft gy1 pes 
38,000 tanks, tank destroyers, and armored vehicles | 
4,000 trucks, in ling amphibious “Ducks” 
tums 
1.900,000 machineguns and submachineguns 


tric motors of all kinds 


{ ] ( b ngs 
11 7 0) | 
9.181.000 cartridge cases, and many other products 
2 lue of a (;enernl Mot rs products delivered to the Gove | 
ment during the years 1940-45 was $12,319 million. In comparison, 


the value of United State lend-lease s] ipments to the Soviet Uni 


During the Korean emergency General Motors produced turboj 
nd turboprop aircraft engines: light and medium tanks; high-per 


formance fighter aircraft; bombing navigational computers; gm 
bomb-rocket sights: antiaircraft fire-control systems; tank transmi 
sions, shells, cargo carriers, trucks, cannon, and a variety of oth 
items most of wl aca were entirely foreign to our commercia 
line of products. .Acnin we met delivery schedule s, quality standard 


and maintained our record asa low-cost producer. 

Hi re is the reco! l « i (rene ral Motors defense business bet ween 19-{5 
and the end of 1952. During this period General Motors received 
prime-contract assignments from the Department of Defense to pro 
duce defense materiel valued at 85.685 million. Taking into account 
unfilled orders at the beginning of the period as well as contract ter 
minations and price adjustments, this left $3,073 million in unfilled 
orders at December 31, 1952, all as detailed in chart VII. 

The record of the years 1953, 1954, and the first 9 months of this year 
is entirely different. Practically all of the business awarded Genera! 
Motors during this pt riod represented additions to projects already 
in production prior to January 1, 1953—in other words, repeat 
business. 

New projects assigned to General Motors by the Defense Depart 
ment during the period January 1, 1953-September 30, 1955, had a 
value of only $16,583,000, or less than 1 percent of total orders re 
ceived inthis period. During the same period of 2 years and 9 months 
cancellations amounted to $584 million. Unfilled orders declined from 
$3 billion at the end of 1952 to $635 million at September 30, 1955. 
Details of defense business for 1953, 1954, and the first 9 months of 
the current year are shown in chart VITI. 
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HART VII.—General Motors defense business, 1948-52, United States prime 
contracts 
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set VIII.—General Motors defense business, 1953 55, United States prime 
contracts 


In thousands of dollars} 








Ww 1 
Be Price ad- Peet: Backlog at 
é be Additions | justments | Deliver a ee end of 
ons : 
of New to project net 5 tee period 
re ilready i 
production 
$3, 073, 014 $11, 568 | $1, 369, 242 1 $81,198 | $1, 642,914 $166, 882 $2, 562, 830 
2, 562, 830 3, 438 246, 872 1145, 719 1, 233, 355 382, 029 1, 052, 037 
1, 052, 037 1, 377 261, 36 42. 083 687, 569 34, 752 634, 537 


Chart LX shows General Motors defense deliveries, by quarters, for 
the year 1940 through the third quarter of 1955. It illustrates most 
graphically that we delivered the goods when they were needed. 

(The chart referred to follows :) 
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Cuaar IX 


GENERAL MOTORS DEFENSE SALES 
BY QUARTERS 1940 TO 1955 
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Results of General Motors’ growth: 

So far I have analyzed the reasons for General Motors’ growth- 
our organizational setup and the inquiring mind approach—and havi 
indicated how that combination has worked to produce “more and 
better things for more people.” 

I would now like to analyze briefly what this phrase means from 
the standpoint of our customers. 

I am sure Senator O’Mahoney will recall that in December 1948 
General Motors appeared before the Subcommittee on Profits of the 
Joint Committee on the Economic Report, of which body you were a 
member. 

Senator O’Manonery. I remember the occasion very well. 

Mr. Currice. As part of our statement we submitted an illustration 
of progress General Motors had achieved for customers, based on a 
comparison between a 1929 Buick car and a 1948 Chevrolet. The 
point was made that the 1948 car was a better car and represented 
much more value for the customer’s dollar than the car of 20 years 
before. 

We were most gratified to note, Senator O’Mahoney, that in the 
subecommittee’s session on the day following our appearance, you ex- 


SR ERS AES SaaS 
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pressed yourself as having been “very much i impressed” by our com- 
parison. You called our exhibit to the attention of a witness repre- 
senting another company and asked him whether he did not think 
L was 

* * a pretty clear demonstration 
ind I am quoting— 


that modern technology has resulted in producing far more per dollar than was 
ever produced before by industry. 

That is the end of the quotation. 

That comparison encompassed a period of 20 years, 1929 to 1948. 
The pace of progress has been accelerating at an even faster rate due 
to the pressures of aggressive competition. I should like to demon- 
trate this on a factual basis. 

Today’s counterpart of the Chevrolet we brought to Washington 
in 1948 is the 1956 150 series, 6-cylinder 4-door sedan. Here are 
the more significant improvements we have been able to offer to our 
customers since then. 

The larger, more efficient, and more powerful engine provides bet- 
ter maneuverability in traffic. The compression ratio is up from 6.5 
to 8.0 to 1. Fuel economy is improved, from 22.7 to 25.2 miles per 
callon at 30 miles per hour. Also, durability has been bettered. 

The 1956 Chevrolet is wider, lower, and heavier, and provides the 
owner with a much more comfortable ride than did the 1948. 

This 1956 car is roomier. Shoulder, hip, and leg room, both front 
and rear, have been increased. Upholstery materials are of bette: 
quality. Glass area is substantially larger for better vision—an im 
portant safety factor. 

As in 1955, the 1956 Chevrolet has the panoramic windshield. This 
was made available for the first time on the 1954 models of our three 
higher priced lines. 

In this 8-year period our technological advances have been the most 
rapid of any time in our history. We have introduced such outstand- 
ing features as improved higher compression V-8 engines, improved 
ae itic transmissions, power steering » power br: akes, automatic win- 

low lifts, and automatic seat adjusters. Today all of these are avail- 
dil to the buyer in the lowest-priced field. Eight years ago many 
were not available even to the Cadillac owner. To me this record 
represents a truly fine example of making “more and better things for 
more people.” 

This kind of progress has been achieved by all of our car divisions. 
All GM customers today get a greatly improved car and webb antially 
more for their dollars than they did 8 years ago. That is what we 
mean by improving value. 

Value is what customers weigh in choosing a car. In our industry’s 
competitive scheme of things price is only one of several factors the 
customer considers. It is one element in the value equation. 

Since the subject of General Motors pricing policies and practices 
is of interest, I would like to review it briefly. 

It is obvious that any manufacturer must sell his products for more 
than cost if he is to continue in business. It follows, therefore, that 
the business must be run efficiently in order to recover cost and make a 
profit. 
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The determination of probable costs is most important. Direct 
material and labor unit cost must first be calculated: indirect or over- 
head cost must be determined and allocated to each unit on the basis 
of an average volume established in relation to capacity and to the 
inticipated market. 

While this consideration of cost is most important, no manufacturer 
can make the decision as to price without regard to competitive prices 
ind the wishes of his customers. Our practice has been to set prices 
that are fully competitive and will, we hope, be attractive to our cus- 
tomers. Profit is therefore the difference between this competitively 
established p! ice and cost. 

Chart X compares on an index basis, the year-by-year list prices of 
four-door sedans as published by all companies in the industry. It 
‘learly shows that General Motors prices have increased less since 1941 
than have those of our competitors and compare even more favorably 
today than before the war. 

(The chart referred to follows:) 


HART X.—Jndegx of passenger car list prices (based on 4-door sedans)—Price 
at about the beginning of the year 


[1941 model prices =100] 


Principal competitors 
General 


Motors ne 

Ford Chrysler All others 
1941 100 100 100 100 
1942 112 112 116 113 
1946 121 126 128 129 
1947 150 151 153 160 
1948 159 164 161 | 189 
1949 184 190 193 | 212 
1950 182 187 | 193 | 205 
1951 181 187 193 | 208 
1952 205 207 222 | 219 
1953 207 209 229 | 228 
1954___- 207 211 222 | 23 
1955... 212 220 223 230) 
1956 (current model 222 233 226 | 243 

| 


Nore.—T hese indexes refer only to list prices without allowance for the product improvements from year 
to year which have been characteristic of the industry. Therefore, they do not reflect the increase in com- 
parative values to the consumer over the period. 
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(renerial \Lotors has no assured markets. We have no protection 
rainst competition, Nor do we have any guar: — rate of return 
oul capit il. We Duy our materials anal parts in t] same markets 
our competitors and at comparab le prices. We nae at least the 
me wages for equivalent labor as they do. Thee julpment we pur 


se ls equally available to them at the same prices, 
When one producer makes a higher return on his investment than 
ers while se ling at competitive prices, and paying the same wages 
d prices for materials — competitors clo, hi higher return on 
pital is a mark of hind greater eflic’ iency. That is the function of 
is lha free economy) to reward eflicien \ anid ict as ab incentive 
» producers to keep on being efficient. 
{ ustomers for our household appliances, diese] engines, and other 
oducts have also participated in the benefits of our technological 
yoT'eSS. 
lo own and operate a Frigidaire refrigerator in 1925 cost $26 per 
ur per cubie foot as against # in 1955, or $2.50 on a constant dollar 
. These comparisons assume a LO year life span in each instance, 
d reflect of course the reduction in cost of electricity that has taken 
Lce, 
In 1933 General Motors pioneered the two evele, light-weight diesel 
eine for locomotives. In that year the railroads had 51,000 steam 
nes m operation 13\ 1954 there were fewer than 5.000 steam 


eines i} service, The other LG .000 had heen replaced bv 23 OOO 


This dramatic reduction in total number of units required has 
curred despite the fact that gross ton-miles transported by the rail- 
s has almost doubled over this span of years, with each freight 
sel locomotive unit performing 3.4 times the work of 1 steam loco- 
otive. Today, ciesel locomotives account for 86 percent of all pas- 
senger traffic and 84 percent of all freight traflic. They account for 
1) percent of all switcher hours. 

Based on Interstate Commerce Commission records, diesel locomo 
ives are saving at least $600 million a vear in fuel and maintenance 
osts alone. 

Railroad officials freely admit that the present healthy financial 
status of their industry can be attributed largely to the diesel loco 
votive, 

In scores of other industries and activities, the diesel has provided 

flexible, reliable source of power. It has given the Nation new 
uscles to cut its timber, drill its wells, clear and plow its fields, pro 
pel its ships, and turn the wheels of its machines. 

In this condensed statement I have endeavored to give you the pic 
ture rig he development and growth of General Motors. As for the 

. | have confidence that we shall continue to make our full con- 
ution to a strong and expanding national economy. The extent to 

Vii ‘h we are § ab le to do t] 11S de pe nds ] Wn iF areve deoree on how e tec ‘tively 
ve continue to apply the management philosophy which, as I have 
endeavored to demonstrate, has contributed so substantially to our 


? 


OG 


rogress In the past. 
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I might point out that we have no monopoly on this philosophy 
Its two basic elements—the General Motors organizational structure 
and our attitude of mind—can be developed by any business. As ; 
matter of fact, many businesses have done so successfully. We have 
- It the effect of this in the fields in which we compete, and I am sure 
e shall continue to do so. 
is conclusion, may I say that I have been associated with Genera 
Motors for more than 41 years and I know of no management organ 
ization that has a higher standard of business ethics, a greater sense 
of public responsibility or a more genuine regard for the equities of 
the various groups with which we have contact—the customers, thie 
elployees, the suppliers, the dealers, and the shareholders. 
I am proud to be associated with General Motors and proud of the 
way it has conducted its business over the years. The American peo- 
ple expect a high standard of performance upon which it bestows its 
favors. We have given them a high standard of performance. 
As my remarks here today have indicated, General Motors has 
Maintained a high degree of efficiency in Its operations; 
Provided consumers with a variety of competitively priced 
products from among which they can choose those best suited to 
their needs: 

Constantly sought through research to bring forth new and 
improved products; 

Made possible hundreds of thousands of good jobs for its 
— 

Enabled a vast number of other people to share in its pros 
perity ; ; a 

Provided our country with a manufacturing organization that 
stands as a source of strength in peace and in war. 

My associates and I are very ‘proud of that record. 

Senator O’Manonry. Mr. Burns. 

Mr. Burns. Mr. Chairman, we would like now to interrogate Mr. 
Sloan, and then at a later time, of course, we will have the oppor- 
tunity of interrogating Mr. Curtice with respect to the statement he 
has made, and also other subjects which we he did not cover in his 
brief statement, but which the committee is interested in. 

Mr. Burns. I might say to Mr. Sloan that I am going to refer to 
dates at pages 33 to 35 of the information handbook ‘published by the 
General Motors Corp., so that we will be using dates which are agreed 
upon. 

( Discussion off the record.) 

Mr. Burns. Mr. Sloan, I wish to ask some questions of a purely his- 
torical nature in order to get to the point where you became the presi- 
dent of the corporation. "This record of dates indicates that General 
Motors Co. was organized in 1908. 


Were you in any business connected with the automobile industry 
at that time ¢ 
Mr. Sitoan. No. I was in the accessory business, that part of the 


industry, but I was not in the car manufacturing part of the industry, 
if that is what you mean. 


Mr. Burns. What company were you with at that time? 


Mr. SLOAN. I was with a company called the Hyatt Roller Bearing 
Co., which was an accessory manufacturer. 


i 
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Mr. Burns. Did that company sell any of its products to automobile 
nufacturers / 

Mr. Stoan. Only roller bearings to all of the automobile producers. 
Mir. Burns. And were you familiar with the organization of Gen- 
| Motors orp. in 19OS 2 


Clatl 


Mir. Sitoan. Only very indefinitely, Mr. Burns. 1 was not a part 
L did not know much about it. I did not have anything to 
wit it. | Wasa seller. how ever, of Livatt roller bearings, to some 


of the component parts of General Motors, when it was formed in 190s. 
Mr. Burns. Which of the companies which became part of General 
Motors Corp. did you sell your product to ¢ 
Mr. Suoan. Did 1? 
Mi c RNS, W hic] l comp ani eS di ad you se |] to? 


Mr. Stoan. Tsold to Buick pri neipally—practically all of them, Mr. 
Miurns. Phere were. at the time you speak of. there were four com 
poneiit parts of General Motors it Was organized in 1908, which were 


) hy | rocantucers in volume the re Was the Buie ‘hk, the Cadillac, the 
Olds, and what was then known as the Oakland. I sold Hyatt roller 
rings to all of them. 
Mir. Burns. Did your company also sell to other automobile manu- 


Mr. Stoan. We sold to practically all of the automobile producers 
of that time. 

Mr. Burns. Did your company become part of the United Motors 
wervice ¢ 

My. Stoan. It did, Mr. Burns. 

Mr. Burns. Can you tell us the date and the circumstances under 
which that took place ¢ 

Mr. Stoan. I have already testified that I was operating Hyatt 
Roller Bearing Co.; it was a family affair, not a publicly owned corpo- 
ration. In 1916 I was asked to call on Mr. W. C. Durant. Mr. Durant 
at that time was president of the Chevrolet Motor Car Co., which was 
not a part of General Motors at that time, but he was expected to 
become president of General Motors, and he did in the summer of 
1916. And, naturally, I called upon him, and he asked me if the Hyatt 
Roller Bearing Co. was for sale. 

Well, I had not any idea of selling it, because I had spent most of 
my life there, but, of course, there is always a willingness to sell, pro- 
viding the price is satisfactory. 

So to make a long story short, Mr. Durant and certain associates of 
his bought the Hyatt Roller Bearing Co. in about June 1916. 

Mr. Burns. And did that then become part of this United Motors 
group ¢ 

Mr. Stoan. That is right. In other words, after Mr. Durant had 
bought the Hyatt Roller Bearing Co., at the same time he bought four 
other companies, and he put them together and that is what became 
known as the United Motors C orp. 

Mr. Berns. What were the names of the other companies at the 
time ¢ 

Mr. Sroan. One of them was Dayton Engineering Laboratories Co. 
. Dayton, Ohio. They made starting and lighting apparatus—that 

as the origi inal company that brought out the first electric starter 
The re was the Remy Electric Co. of Anderson, Ind., which also m: ade 
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tarting and lighting equipment of a different type. There was the 
Perlman Rim Corp. of Jackson, Mich., which was making a demount- 
ible rim. ‘There was the New Departure Manufacturing Co. of Bris- 


tol, Conn. They made ball bearings. ‘Those are the five original 
companies that constituted the United Motors group that Mr. Durant 
put together in 1916. 

Mi. Burns. After Mr. Durant formed that group, what was your 
Hositior n the group? 

Mr. Stoan. Mr. Durant formed the group. He asked me when he 
did to become president of the United Motors ne. I accepted the 
offer, and I served United Motors Corp. as president from its forma- 
tion, in the summer of 1916, until it was liquidated in 1918. 

Mr. Burns. And it was separate from General Motors during that 
period ¢ 

Mir. Stoan. It was what? 

Mr. Burns. Separate from General Motors? 

Mr. Sioan. Oh, yes, entirely so, Mr. Burns, entirely so. 

Mr. Burns. Did Mr. Durant discuss with you his purpose in putting 
together that group of manufacturers in United Motors Service? 

Mr. Stoan. No, I knew nothing about it, Mr. Burns. I was a seller 
to Mir. Durant and his associates. And, naturally, the seller’s business 
s not to inquire what the buyer does with the property after he buys 
it. LT was completely uninformed. 

Mr. Burns. What happened in 1918 with United Motors Corpora- 
tion £ 

Mr. Stoan. In the summer of 1918 negotiations were undertaken 
between Mr. J.J. Raskob, who was chairman of the finance committee 
of General Motors, and myself and my associates in United Motors, 
and as sth e result of these negotiations, General Motors C orp made an 
offer to the shareholders of the United Motors Corp. for the purchase 
or acquisition of United Motors Corp. That offer was accepted. 
And about September or October of 1918, United Motors Corp. became 
a part of General Motors Corp. and United Motors Corp. as such was 
liquidated. 


Mr. Burns. What was your position in General Motors Corp. after 
United Motors Corporation was taken over? 

Mr. Stroan. I was appointed a director of General Motors, a member 
of its executive committee, and a vice president, and I was assigned 
jurisdiction over the companies that had come into General Motors 
through United Motors Corp., which T have just described to you. 

Mr. Burns. I would like now to ask you questions about that period 
leading up to the time when United Motors became part of General 
Motors, and you can give a date, if you feel it is pertinent to the an- 

wer. My questions are simply to develop what Mr. Durant’s attitude 

was With respect to the development and the growth of General Motors 
during that early period, prior to the formation of the United Motors 
Service. Do you know what Mr. Duran’t attitude was toward the 
ae qu isition of assembling manufacturing or assembling companies, 
uch as Buick, Oldsmobile, Cadillac ? 

Mr. Stoan. No; I do not know. I am not informed on that, Mr. 
Burns. You see, when I was with the Hyatt Roller Bearing Co., to 
clarify the point I think you have in mind, and if not, you can correct 
me please—I was, as I said before, a seller of Hyatt roller bearings. 
When I went into United Motors I was in the same position. 
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W hen I went into General Motors | had no jurisdi 
over the motorcar operations. My jurisdiction, 
co nfined to the companies th at came In 


ction whatsoevel 
responsibility, was 
with me, so to speak. 

Now, what Mr. Durant’s attitude was, I do not know. 

Mr. Burns. Do you know whether the various firms which were 
formed into the United Motors C orp. had previously been import: un 
suppliers of parts to the manufacturing or assembling companies that 
made up the General Motors organization ? 

Mr. SLOAN, Yes; they were. 

The Dayton Engineering Labor: atory was an — int supp lier to 


General Motors both before it came in and after it came in. I have 


already testified that Cadillac was one of the aheitiel General Motors 
group. It was brought into General Motors sometime between 1908 
and 1910, and Cadillac pioneerd the self-starter: and the self-starter 
was produced by one of the units of United Motors. 

As I have explained, that relationship continued and, generally 

— the component parts of United Motors, after they got into 

eral Motors as—they were suppliers to the whole industry, not 

ly to General Motors units, but they were suppliers to—for instance, 
th Hyatt Co. that I was associated with was a very large supplier 
he Ford Co. 

ye a matter of fact, the Ford Co. was my best customer and, 
generally speaking, all these companies supplied parts to the industry 

avery b road basis. 

"Vr Burns. What was the relationship between General Motors 
Corp. and United Motors Service during the interim from the time 
United Motors was formed until it became actually a part of General 
Motors Corp. ¢ 
Mr. Stoan. Did you say United Motors Service? 

Mr. Burns. Well, United Motors C orp. I believe that was 
il 1e name of 
Motors : Service? 


to 


—was 
it at the time it was first formed or was it United 


t ft 


Mr. Stoan. I do not know exactly what you are referring to. 
Maybe this is your point: When I was operating United Motors, ] 
formed a service organization, if that is what you are talking about, 
for the purpose of servicing the parts of the United Motors Corp. 
throughout the country. That was called the United Motors Service 
Corp. Isthat what you are taking about? 

Mr. Burns. I was referring to the corporation which owned the 
plants that had previously been parts of these independent companies. 

Mr. Stoan. Would you repeat that? I did not hear that. 

Mr. Burns. I was referring to the United Motors Corp. which was 
formed in 1916— 

Mr. Stoan. That is right. 

Mr. Burns (continuing). To own the plants of these previously 
independent comps unies. 

Mr. Sioan. That is true; they did. 

Mr. Burns. Now, with Durant as one of the principal owners of 
United Motors, and also as president of General Motors from 1916 to 
1918, what was the relationship between United Motors and General 
Motors duri ing that period ? 

Mr. Stoan. There was practically no relationship except United 
Motors Co. sold to General Motors component units, as I have ex 
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plained. They continued the relationship that they had practically a 
United Motors, and even before United Motors. There was no par 
ticular ¢ hange. 

Mr. Burns. Now, in 1918 do you have any recollection of the propor 
tion of parts whic h were pure ‘hased by the General Motors division 
outside of its own organization ? 

Mr. Stoan. I could not remember. I could not remember it because, 
you see, I was only familiar with the detailed operations of Hyatt 
Phe rest of them, I know they were all suppliers of the industry as a 
W hole ona broad basis. 

Mr. Burns. Now, after United Motors became part of the Genera 
Motors Corp. in 1918, did that have any effect on the willingness of 
competing automobile manufacturers to purchase parts from Unit 
Motors ¢ 

Mr. Stoan. Things went on just the same. There was no change i) 
policy or anything else. 

Mr. Burns. Do you know what the purpose was in having the Gen 
eral Motors Corp. acquire the United Motors Corp. at that time? 

Mr. Stoan. What was the first part of the question ? 

Mr. Burns. Do you know what Mr. Durant’s purpose or what thi 
General Motors Corp. purpose was in acquir ing 

Mr. Stoan. I do not know. 

Mr. Burns. United Motors? 

Mr. Stoan. I do not know. Again, Mr. Burns, I was, as president 
of the United Motors Corp., [ was a seller through an exchange of stock 
to General Motors, and I had no way of knowing what Mr. Durant had 
on his mind or Mr. Raskob on his mind. 

Most of the negotiations were conducted through Mr. Raskob, who 
was the finance officer of General Motors Corp. at that time. 

Mr. Burns. Now, after 1918 how long did you continue to devote 
your attention to the affairs of the United Motors division ? 

Mr. Sroan. After 1918 I continued that responsibility until Decem- 
ber 1, 1920. 

Mr. Burns. What happened at that time? 

Mr. Sroan. At that time Mr. Durant retired as president of General 
Motors Corp. Mr. Pierre S. Du Pont became president, and Mr. Du 
Pont appointed me operating vice president under him. I reported 
to Mr. Du Pont as president of the corporation. 

In that capacity I had responsibility over the whole General Motors 
operations at that time, except with respect to finance. 

Mr. Burns. Now, can you tell us briefly the circumstances under 
which Pierre S. du Pont became president, and Durant retired in 1920 ? 

Mr. Stoan. Well, Mr. Durant, as Mr. Curtice has said in his state- 
ment, was a man of great vision, great courage, and great, you might 
say, Imagination, but he was not a good administrator and, as Mr. 
Curtice has testified here, the company, the corporation, got into finan- 
cial troubles in 1910, and they were liquidated out of that by a banking 
group who put up the necessary capital to save him. 

The same thing happened in 1920. The corporation got involved: 
if vou will recall that in 1920 there was—between 1920 and part of 
1921—a general liquidation of the price level following World War 
No. 1, and that upset the whole scheme of things. 
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Prices dropped, and it accentuated our difficulty. Not only that, 

it Mr. Durant was an operator in General Motors common stock, 
ind he became involved in the market, and there developed under the 

nsettled economic conditions that existed at that time, due to the 
quidation of price level, and so forth, there developed potentially a 

very serious situation. 

fhe Du Pont people stepped into the situation at that time and 
escued Mr. Durant by putting up a very large sum of money, and 
took him out of the salaek: paid his debt. And as a result of that 
episode Mr. Durant retired. 

Mr. Burns. And at that time your responsibilities were expanded 
wvyond dealing solely with certain of the parts ? 

Mr. Sioan. That is very true. Although my office, Mr. Burns, was 
iext to Mr. Durant’s I was not in consultation with him on the prob- 
lems of the car-manufacturing units. As a matter of fact, his relation 
vith the car-manufacturing units was a very personal one, and nobody 
knew very much about it anyway. I only got it through the back door, 

to speak. 

Mr. Burns. Now, I would like to ask you some questions with respect 

utomobile parts, not limited in time. They may refer to the time 
either before you became executive vice president i in 1920 or thereafter. 
What has been the policy with respect to expanding the parts com- 
sinies which have been acquired from time to time ? 

Mr. Stoan. There has been no fixed policy, Mr. Burns, whatsoever. 
lhe parts companies that we had at that time came in through United 
Motors. And Mr. Durant had brought in other parts companies from 
1908 until 1920 when he retired. There was no policy of expansion, 
xcept that expansion took place in order to supply the requirements 

‘the car operation. 

Now, it 1 lay be that through the twenties certain parts ——— 
were created, organized to develop the component parts for General 
Motors’ expanding operation. But there was no policy, each case was 
a case unto itself. 

Mr. Burns. I note from this information handbook that certain 
of the parts divisions manufacture the identical equipment as other 

sions. For example, fractional horsepower motors are produced 
by Packard Electric, and pg by Delco. Does the corporation have 

y policy with respect to having different divisions manufacture 
sim a equipment, similar na 

Mr. Stoan. Well, I heard your question, but I don’t know exactly 

- you are driving at. Would you mind repe: te it? 

. Burns. Well, I will put it another way. From time to time the 
el ition acquired parts manufacturers or separate divisions like 
Frigidaire 

Mr. Stoan. Frigidaire was not a component part. Frigidaire was 
separate, it had no relation wtih the car operations, Mr. Burns. 

Mr. Burns. Well, with respect to these fractional horsepower mo- 
tors, for example, there are two separate divisions, the Packard Elec- 

‘and the Delco, that make those. Since they both are under a single 
ee ation, is there any policy as to different divisions manufacturing 
similar equipment of that nature? 

Mr. Stoan. No; there is no policy at all. If I understand your ques- 

n, the reason why the Dayton Engineering Laboratories and Remy 
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Klectric Co. both were making, as I said before, electric starting an: 
elting—they were two entirely different types of engineering. An 
as the engineering developed it appeared that the type that wa 
produced by the Remy Electric was superior cost wise and otherwis 
And therefore the production of electrical equipment for Ge 
Motors units was consolidated at Anderson, and became the Ren 
Klectric division. And the property that was formerly housed 


Davton Engineering Laboratories in Dayton was put to other use 
Mr. Burns. Well, has there been any general policy as to tl 
extent to which the company would acquire parts manufacturers whi 
previously sold toit? 
Mr. Suoan. I don’t think of any case, Mr. Burns, other than what 
erg Fase ly ice uk. except the Fisher Body Co. I suppose yo 
» Fisher Body Co, a parts ] ant, although it is much more in 
port int that the designation indicates. But General Motors in 1919 


took a 60 percent interest in the Ir isher Body 0. which made close: 


bodies. We had no capacity for closed bodies at that time. And 
was clear that the people weren’t going to ride around in automobile 
exposed to the we siete r, they wanted some protection. And therefor 


looking into the future, the closed body was the coming thing. 

So General Motors took a 60 percent interest in F isher Body © 
Fisher Body Corp., I guess it was called. 

And then in 1925 the industry had gone almost entirely to close: 
bodies, open bodies were largely out. And at that time it became very 
necessary for General Motors to undertake to buy the remaining 4 
percent, because the contract governing relationship between the two 
made in 1918 became obsolete due to the tremendous expansion in closed 
bodies. It was a fixed profit contract. It could not be operated 
economically. And so we were forced to take over the remaining 40 
percent. 

Now, T can’t think offhand, Mr. Burns, of any additional parts 
companies that we took over after 1921, when Mr. Du Point became 
president. There might be something I have overlooked, but ge 
erally, although we have expanded our parts operation, or expande 
is We say, vertically, it has been done by production that we created 
ourselves. 

For instance, take as an illustration, storage batteries. They are a 
important part im the car. We created the unit and produced thi 
storngve batteries for our own units ourselves. 

But 1 cannot think offhand of any acquisition of parts compani 


after January 1.1921. I donot say Lam right. I cannot go back + 


years, and remember everything, Mr. Burns. 

Mr. Burns. With respect to Fisher Body at the time that Genera 
Motors acquired the 60 percent of the stock, was Fisher Body making 
bodies for other manufacturers 2 

Mr. Stoan. They might have to a small extent, but it was prin 
pe General Motors. I cannot answer that question specifically 
I think they were doing some work for Chrysler Corp. at that time 
no, "i could not have been ( ‘hrysler—it was not formed until afte: 
that, but they were supplying a small part of their production to othe1 
motor-car producers, but the great majority of it came to General 
Motors. 


$ Abus sib 
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\ir. Burns. Now, you wrote a book called Adventures of a White 


ir Man, and you made this statement which I believe referred to 
ear 1916, and I quote: 


More than half our business came from Ford, and our other big customer, 
‘eneral Motors, dwarfed the remainder. If either Ford or General Motors 
iid start making their own bearings, or use some other type of bearings, 
iny would be in a desperate situatio1 
Do vou recall that statement ? 
Mr. SLoan. Well, I do not remember making the statement, but it 
pretty nearly true, Mr. Burns. You see, at that time there were 
te a cons iderable number ot producers. The chart that Mr. Cur 
e showed. showed that 33 percent of the business was outside of 
Ford wv a een \[otors. 
rhe Hyatt Roller Bearing Co. was a specialty, and there was prac- 
illy no business at that time for me except to the motorcar manu- 
facturers. And I had been under great pressure to expand the busi- 
because of the 


( great expansion of the automobile industry, 
specially Ford. 


I felt when this offer was made R probably that is what I referred 
hat I hada » prope ity I was making il vood prolit and the 
me had ari ud ‘he nit was the smart thin 1o for me to get some real 
noney oul of the thing rather than a lot of properties. I was ina 
“uk position, because | did not have a general market. [I had a mar 
‘et limited to the automobile ind istry. And not only that, although 


stated in this quotation that you made, my bearing was a spe- 
ity, and the engineering of the automobile industry was working 
Ly from my special Ity. 

And tor lav, although the Iv: att Roller Be: aring Co. is now a division 

,{ General Motors. a successful unit of General Motors, it is not mak- 
ng any of the bearings which I sold to the industry in these days that 

e are talking about. 

Mr. Burns. This situation that you were faced with in 1916, is not 
that the same situation faced by many parts manufacturers today ¢ 

Mr. Stoan. 1 would not say so, Mr. Burns. As a matter of fact, 
the accessory—your question centers around the accessory business 

as had a tremendous development in the years since we were talking 
ibout. 

Mr. Burns. We should make sure we are both using the word in the 
same way, and I may not have the correet definition, but during the 
course if this hearing we have been told that the word “parts” has a 
very definite meaning, but the word “accessory” changes from time to 
time. 

Mr. Stoan. I will try to straighten you out on that, if you want 
me to. : 

Mr. Burns. I would rather talk about the parts that go into the 
iutomobile, that are considered a part of it, as distinguished from 
perhaps a mirror or a radio, which do not have anything to do with 
the functioning of it. ; 

Mr. Stoan. I speak of a part—and I think this is probably the way 
we term it as a part in the automobile, a compone nt part a piece, 
vou might say, that is engineered into the chassis—a compone nt part 
of the engine, for instance. 

We speak of accessories as something added. It is an arbitrary 
definition. The starting and lighting equipment are a part of the car. 











re 
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An accessory would be quite different. A lamp would be an accessory 
We clo not spe uk of a lamp as a part. 

Is that right, Mr. Curtice 

Mr. Currice. It would ial upon what kind of a lamp it is. | 
think lamps are as much a part of the car today as anything else, 
while we still call them accessories. So it is a pretty fine line of de- 
marcation. 

Mr. Suoan. Mr. Chairman. the reason Tasked Mr. Curtice is because 
I have not been intimately associated with the operations since 1946, 
[ retired at that time, so an awful lot has happened since. 

Senator O'Matnonry. The committee, of course, is aware of that. 

Mr. Stoan. I want you to take that into consideration. 

Senator Dirnksen. Let me just ask, so that 1 can summarize in my 
own mind, Mr. Sloan, some questions. | 

General Motors was manufacturing automobiles, and for that pur 
pose they were B irabperes.: parts from different supphers. U nited 
Motors Corp., on the other hand, manufactured no cars but did manu 
facture parts which it sold to General Motors and to other automobile 
companies 4 
Mir. Stoan. That is right. 

nator Dirksen. Consequently, General Motors then acquired 
I nited Motors, and in so doing went into the business of manu 
facturing the parts for their own automobiles? 

Mr. Sntoan. Yes. 

Senator Dirksen. And probably, in pursuance of that policy, may 
have acquired other companies like Fisher Body, at some subsequent 
time, for use in the manufacture of automobiles ? 

Mie SitoaANn. That is correct, Senator. 

Senator Dirksen. So what it amounted to was a consolidation of a 
manufacturing interest where they were manufacturing as many of 
the component parts of an automobile as they reasonably and efficient- 
ly could | do so. 


Mr. Stoan. We speak, Senator, of making a part ourselves that 
perhi ps we pre viously bought. We speak of that as expanding 
vertically. And in the automobile industry, Senator, the volume is 


so large for any particular part, it is much more efficient to make the 
part yourself, under your own supervision, because you can bring 
together the engineering staffs of the two. You get greater coordina 
tion. And the parts manufacture that you operate yourself is more 
of an assured supply than an outside supply. 

\n outside supplier is just like Mr. Burns asked me about Hyatt. 
They cannot afford to put in an enormous amount of capital, into a 
parts operation, if there is any uncertainty as to the sale of that. 

So, naturally, the tendency is for the manufacturer to go into the 
parts business. 

For instance, you take the Chrysler Corp. They bought their 
bodies up to a few years ALO, but they found that they could not con 
tinue that. So they took over the Briggs Manufacturing Co. who 
were making their bodies, and made it a< ‘omponent part of themselves, 
for greater coordination, closer connection engineeringwise, and ad- 
vantages in other ways. 

Do I make myself plain ? 

Senator Dirksen. Indeed so. 
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How many units did General Motors manufacture in 1920 or 19: 21? 
Mr. Stoan. You mean car manufacturing! Five. It has not 
ianged since. 

Senator Dirksen. I mean the number of vehicles that were pro- 
duced. 

Mr. Stoan. The number, what ? 

Senator Dirksen. The number of cars. 

Mr. Stoan. I donot think I can remember that. 

Senator Dirksen. Do you have the figure in mind, Mr. Curtice? 

Mr. Curtrice. I do not have it. 

Senator Dirksen. It is not in this information book. 

Mr. SuoAN. I cannot give it. 

Senator Dirksen. For the purpose of information, to compare what 
you are producing this year, as against what you produced in 1919 or 
1920: IT should like that. 

Mr. Stoan. I would venture, subject to correction, that it varied 

ery greatly, because in 1920 this liquidation of the price level that I 
referred to, brought on rather by a violent or short depression, greatly 
itfected the automobile industry. 

In terms of the generality which your question indicates, I would 

iy we were making at that time, mon years, about 200,000 cars, that 

. General Motors was, in its 5 car manuf: wcturing units. 

Senator Dirksen. You see, oy your last figure, production figure, 
now P 

fr. Currice. This year it would be about four million and a half 
issenger cars and trucks. 

Senator Dirksen. Four million ? 

Mr. Curtricr. Yes, sir. 

Senator Dirksen. So you are producing 20 times as many? 

Mr. Curtrice. Thi: ul is right. 

Mr. Stoan. Yes.s 

Senator Dirksen. eon did in 1920 ? 

Mr. Curtice. That is right. 

Mr. Burns. Are there prese ntly a great many parts which go into 
the assembled automobile which are purch: ased from outside sources ? 

Mr. Stoan. General Motors? 

Mr. Burns. Yes. 

Mr. Stoan. General Motors—I happen to know that figure, Mr. 
Burns the fheure isthis: That for every dollar that woes into General 
Motors’ costs, 60 cents goto buy ing parts from outside General Motors 

Does that answer your question ? 


Mr. Burns. It may. Is that parts or does that mean including raw 
4, 


rials 

Mr. Stoan. That means raw materials, yes; it means raw materials 

that go into the parts we buy outside, and it means labor, too. Sixty 
ents out of every dollar goes to outside, and, I may add, if I may, 
that that percentage has not changed in the last 25 years except maybe 
1 or 2 points up and above. It has been pretty steady. So, you see, 
there has been no, well—— 

Mr. Burns. What I am referring to are completely fabricated 
parts. A great many of those are made by the company itself, and a 
certain proportion are still bought outside? 

Mr. Sioan. That is right. 
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Mr. Burns. Do you have any figures as to the proportion of com 
pletely fabricated parts that are pure ‘hased outside compared to those 
that are made within the corporation ¢ 

Mr. Stoan. I do not know the facts on that. There probably will 
be some other General Motors witnesses who can give you that. Mr. 
Donner could give you that. Tam not in touch with that. I do not 
know as Lever knew that, Mr. Burns. 

Mr. Burns. Well, during the time that you were chief executive 

officer, did you know of some suppliers who sold most or all of their 
selina tion to General Motors ? 

Mr. Stoan. No, I did not, Mr. Burns. But, you see, General Motors 

n this way: Up to the time that Mr. Pierre du Pont became president 
on, and the purchasing is under the jurisdiction of the chief executive 
officer of the different operations, and that would not come to me even 
when I was chief executive officer of the corporation ; it would not 
come to Mr. Curtice now. 

Mr. Burns. Well now, with respect to this organization of the man 
agement which Mr. Curtice has referred to, can you recall what, if 
any, major changes in policy toward management occurred when Du 
Pont took over from Durant in 1920 ? 

Mr. Sutoan. Yes. There was a very important change, Mr. Burns, 
inthis way: Up tothe time that Mr. Pierre Du Pont became president 
there was really no scheme of organization because Mr. Durant’s mind 
did not run in that direction, able though he was in other directions. 

In the summer of 1920 I became quite concerned about the lack of a 
concrete organizational structure, and I made up a plan of organiza 
tion with an accompanying report, and I submitted it to him. 

But Mr. Durant was engrossed with other matters, and he did not 
pay much attention to it. I do not think, as a matter of fact, he 
eould. 

But when he retired, I submitted that to Mr. Pierre du Pont, as 
president, and Mr, Du Pont adopted it in large measure, and that 
scheme of organization is largely what Mr. Curtice referred to, and 
that has been continued as a fundamental concept of administration 
ever since. 

There have been changes, of course. You could not expand the way 
we have, and the passing of time brings changes, but the general 
concept today is the same as it was at that time and the plan that I 
submited to Mr. Durant, and that was subsequently approved in large 
part by Mr. Du Pont. 

Mr. Burns. We would be interested if you could recall some of the 
changes in the plan which have taken place during the years you have 
been with the company in order to evaluate their significance in the 
growth of such a large corporation as General Motors. 

Can you tell us i of those changes which had taken place ? 

Mr. Stoan. Well, I do not want to go into too much of the detail, 
‘cause it is a pretty big—I will try to make it as short as I can, Mr. 
urns. 

Mr. Burns. We are interested in it from you because of the many 
years that vou were head of the corporation. We feel that you could 
probably develop that better than anybody else. 

Mr. Stoan. I would be very glad to try, Mr. Burns. 

In 1921, when Mr. Durant approved my organization scheme which 
had been submitted to Mr. Durant, as I have stated, we had of course, 
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turally, a board of directors. (And reporting to the board of dine 
there were two committees, board of directors committees with 
hoard authority. One was the executive committee, and the other 

; the finance committee. 

Those activities continued through the twenties. The people on 
he committees changed, Mr. Burns, but the structure did not change 
When we got to 1937 I recommended to the corporation, and it 
approved, a change which involved the consolidation of the 2 
mittees into | committee which we called the policy committe 


Now, I could elaborate on why I recommended that, but I am not 
eoing to unless vou ask me to. 

Mir. Burns. I think we would like to know why. We want to know 
the reasons that caus sed you to recomme na = change, since the form 
va in Zi ation has been pointed out by Mr. ‘urtice as bel Mme parti ally 

least, one factor that caused the growth “a success of the company, 

nd that others have adopted it. 

Mr. Stoan. Very well, Mr. Burns. 

Che reason I recommended that change, a consolidation of the two 
top committees into a policy committee, was because in examining the 
tions taken by the financial committee I had observed that pra 

ily all of them involved operations policy, and partic ularly with 
respect to development, expansion, and all that sort hee thing. 


OT oO! 


I felt that one committee, if the financial side of it and the manage 
t and administration side would sit around a table, that each 
would have a better understanding of the problem than they would 


ey were operated separately. 

Chat was the concept of the thing. 

There were also some other features added which I won't boths 
you with. 

That continued, Mr. Burns, until 1946. It continued from June 1. 
1037 to June 1, 1946. By June 1, 1946, I retired, as the chief executive 


oflicer. The question of the organization that I have just described to 
you came up for consideration. The problems had changed very 
significantly during the war. There were problems before us in 1946 


that we never had to deal with in the earlier years. And also the 

incial side of it became very much more important from the stand 
point of problems that were presented to us for action that had to be 
taken with respect to those problems. 

Some of the members of the policy committee—that is the joint 
committee again—felt that they we re i asked to take a reaneietaiiiks on 
operating problems that they weren’t qualified to deal with. That was 

e first point. 

The second point was the great increase in the number of problems 
that had to be dealt with threw a great burden on one committee. 
\nd due to the ch: unge inc ire umstances, it was dee ided to go back to 
substantially what we had previous to 1937. 

There fore we organized an oper: ations policy co ymmittee and a finan- 

al policy committee. In other words, we split them into two — 

th the understanding that when problems arose that required ; 
nore intimate approach—such as financial policy—we would have 
oint meetings, so that everybody could get an underst: nding of what 
the prob lem to be attacked was. 

Nou, that has continued ever since, without chang 

Does that answer your question ? 
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Mr. Burns. Yes. Now there is also another committee that is 
called the administration committee. 

Mr. Stoan. That is true, Mr. Burns. The function of the admin 
istration committee is this: The operations policy committee consists 
of 11 members. ‘They have to be directors, or else they can’t discharge 
the reat res sponsil bility they are entrusted with. And the adminis 
tration committee is a very much broader committee in personne] 
and in number of people, and bring together for discussion the prob 
lems er at face the corporation on the operating side in general terms 

Mr. Curtice is chairman of the administration committee, and he 
Is sv een Wn of the oper ations policy V committee. 

For instance, we couldn't have the general managers of all 
large operat lOons, @Veh,. ON the Ope rations policy comunittee. It would 


make toomany. They all meet as members of the administration com 
mittee. And when we take action that requires approval of a director 
committee, due to the authority that exists, it passes on to the ¢ opel 

tion polic ‘y committee. That is the haan of the administratio 


committee. It vives a broader base for the consideration of the cor 
por ition ’s proble Mis, 

Mr. Burns. Now, how often do these committees meet ? 

Mr. Stoan. The board of directors meets every month. The fina 
cial policy committee meets every month. I think the operatio. 
policy committee meets once a month. 

Mr. Burns. Now, do those committees make reports to the whol 
board of directors 

Mr. SLoan. r. the board of directors receives a monthly report 
from those committees as to action taken since the last report. 

Mr. Burns. And do these committees have the authority from the 
board to carry out the decisions which they reach before they report 
to the board? 

Mr. Stoan. That isright. According to the law, as you know, they 
have to be members of the board of directors, and as such they act for 
the board when the board is not in session, put it that way. 

Senator Dirksen. As a specific example, Mr. Sloan, when General 
Motors decided to go into the diesel business, that was a determination 
to be made really by the policy committee and the board of directors? 

Mr. Stoan. Well, say that again. I want to get it clear. 

Senator Dirksen. I was just distinguishing between the functions 
of these various committees. If you were going into the diesel bus! 
ness, the board of directors would have to make that decision, the 
financial committee would have to come along and find the money, and 
the administration committee could then come along for the detailed 
operation of the whole function and the plan? 

Mr. Stoan. That is right. You see, Senator, in a corporation that 
is as large as General Motors, especially when it spreads out all over 
the world and has got all kinds of problems, intricate engineering 
problems, all kinds of problems, the spade work of developing those 
policies has to start down as close as possible to where the thing is 
volng to take pl ice. 

Then they come up through the administration committee and 
operations policy committee for formal approval, but they are pretty 
well crystallized. Of course, the members of the financial policy com- 
mittee have a very great responsibility. They can’t understand the 
intricacies of a complicated engineering design, like a gas turbine, for 
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ince. It is impossible to have the data presented to them: they 
to have contidence in the fact that it has been completely devel 
bv proper authority. 
Vir. Bt RNS, What is the policy that the company follows with 
ect to the composition of the board of directors ? 
Mir. Stoan. There is no particular policy, Mr. Burns, about the 
position of the board of directors, except for the fact that 11 
mbers have to be on the board because they are members of the 
itions policy committee, as I] previously said. And we have 


tor khold ‘rinterests on the board of directors. And we have 

directors that are not large shareholders but bring into the 

mtion a broad understanding of the problems of the day, like, 

r instance, Gen. Lucius Clay. Hle is a member of our board of 
tO 

Phere is no particular rule in setting up the board of directors at 


You might say, we have the operating group, we have a share- 

rs group, and we have a limited number of outside directors. 

i believe corporations “as large as General Motors should have 
tside directors who, even if they are not large shareholders, can 
io the outside point of view into the deliberations of the board. 
Vir. Burns. Which ot the present directors would you classify as 
tside directors. besides General ¢ ly ¢ 

Vir. Suoan. There would be Gen. Lueius D. ¢ ‘lay. There would be 
vent me to name them ? 

\ir. Burns. Yes; name them, please. 

Mr. Sroan. All right. Have you got the list before yous 

Mir. Llenry \lexander Is ah outside director. Lucius 1). Clay is an 

itside director. Lewis W. Douglas is an outside director. Richard 

Kk. Mellon is an outside director. George Whitney is an outside 
ector. 

[ haven't mentioned in that group, Mr. Burns, these which—what 
[ call the second group: Donaidson Brown, Walter S. Carpenter, 
mile F. du Pont, Henry B. du Pont and Lammot Du Pont Copeland. 
Chose men represent the Du Pont interests. They are shareholders 

ie same as [I am. 

Does that answer your question, Mr. Burns? 

Mr. Burns. Those would be the ones. 

Are there any others who represent shareholders, as distinguished 
from the first two groups, the ones you have just named, the second 
group representing the du Pont interest / 

Mr. Stoan. That is right. 

Mr. Burns. Are there any other directors who represent share 

lers who are not part of the du Pont interest ? 

Mr. Stoan. Do you want me to mention those ? 

Mr. Br RNS. Yes, please. 

Mr. Stoan. All right. There are Charles T. Fisher, Jr., Edward F. 
Fisher, and Lawrence P. Fisher. The latter two are former, retired 

xecutives of the corporation, who are substantial shareholders, 

QO. FE. Hunt is a former executive. He is a substantial shareholder. 

» EF. Johnson is in the same category. Charles F. Kettering is the 
ime, He isa large shareholder but he is retired. 

Mr. McLaughlin is in the same category. Mr. Mott is in the s 


‘ 
| 


ilegory. Mr. Pratt and myself i am in that category. 
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The rest of the men that have not been mentioned are all that con 
prise the 11 members of the board who serve on the operations poli \ 
committee. Do you want me to mention those / 

ar Burns. But with respect to those who are on the board who ar 
on the operations policy committee, are they placed on the board 
oa » they are management executives whom you desire to have o 
the operations policy committee ? 

Mr. Sroan. That is correct, Mr. Burns. The rules provide that 
when those men who came on the board for the point vee just me! 
tioned retire, they retire from the board too. 

Mr. Burns. What ty pe of issues are referred to the whole board of 
directors for decision 2 

Mr. SLoaNn. Well, the board ot directors, if ] got your quest ior 
right, are asked—give me that again. 

Mr. Burns. I have in mind that these committees that were formed 
to do a great deal of the work that has to be done by the corporation, 
the board of directors, and my question is, what type of issues are re 
fe] red to the W hole board for its decision ? 

Mr. Sitoan. They do refer, both the governing committees which 
eall the governing committees: the Financial Policy Committee and 
the Ope ri itions Policy Committee, make their reports to the whol 
board of directors, of course at the monthly meeting. 

And I might add this, Mr. Burns: You asked me about the meetings 
] said the board of directors meets once a month, which is correct. 
One of the exhibits that is presented to the board every month at the 
meeting ms a eeneral sereen presentation which is shown in a dark 
room so we Can see it, 

very financial position of the corporation, statistical position 
every economic factor involving the whole scheme of the corporation 
all over the world, is presented in great detail to the board of directors 
ever) month. 

Mr. Burns. You have talked about the decentralization of authority 
among the various divisions’ ‘To what extent do the various divisio1 
managers have autonomy among the various divisions? To what ex 
tent do the various division managers have autonomy in determining 
policy for their respective divisions ? 

Mr. Stoaxn. The responsi bility of a division headed by the general] 
manager Is comp ete. It is pr: actically an autonomous unit so far as 
carrying out a policy that has been agreed upon from the scentlates 
ive point of view. 

But there is a great deal of coordination between the divisions. be 
tween a division and the component parts of the general staff, and 
between a division and the group executives of the corporation and 
the president of the corporation. 


Phere is a great deal of coordination. But when a program is 
‘ttled, it is the responsibility e the general manager of the division 
to carry it out. He develops the engineering, the tooling, purchases 


hematerial. It becomes then almost indenendent of General Motors 
so faras its funetions to carry out an agreed upon policy. 


Mr. Burns. His: pene would not extend to enlarging his plant 
sie ttt ioe. seek 
Vir. Sroanr. Say hadi again, 


Mr. Burns. W onl | the authority of the division manager permit 
him to expand his plant or fac ilities without approval? 







































STUDY OF THE ANTITRUST LAWS 3533 


IO 


\Ir SLOAN. Expand Capacity, you mean ; 
Mr. Bi RNS. Yes. 


Vir. SLOAN. In ad Case that SeeCTAS cles rial le for 2 division to expand 
apa ity. then the proble ih goes before the operations policy com 
ttee. It is analyzed. It is gone into very carefully and if it 1s 


oreed upon ana the « ope rations poliey colMmittee approves the plan 
nit woes to the financial pol Icy committee because 1n most cases the 
ount of the authority ori uted to the operations pohey committee 
‘enpital investment is limited. I think it is a million dollars. I 
t know. Mr. Curtice Says it isa million dollars 


Bevond that it has to FO LO the financial policy committee with 
port explain hg all the details. 
The finance ial polie’ V committee has to coneur to make it. Then it iS 


reporte d to the board of directors as an approved project. 
Mr. Burns. Now, with respect to the styling of the automobiles, 
example, to what extent do each of the manufacturing divisions 
etermine the styling of the cars? 
Mr. Stoan. The styling of the ears, all the styling is consolidated 
one activity, and that activity is a component part of the general 
(i, and the styling activity creates the stvling which is discussed 
d submitted to the general manager of the division, and he has a 
t to pass on it. 
He works with the styling section in developing what he thinks is 
eht for the needs of his operation. 
Generally speaking, the styling section is a centralized activity, at 
ist so far as its creation is concerned. 

Mr. Burns. Well, now, is that done as a matter of having more 
orporate control over the divisions in the one place or are there 
economies of ee ae which en into that situation ? 
Mr. Stoan. Well, in the first place, it is the latter. Twenty-five 
hirty years ago the ‘re was vibe ‘tically Brpine ion between the 

oducts of our different five operating divisions, car operations. 
But - the evolution of time there has been developed, of necessity, 
eat deal of coordination. 
T ‘* ‘re is common tooling, to some extent, and that requires a great 
deal of coordination, and that is taken care of by the staff activity, 
whieh does the eoordination where coordination 1s desirable, and also 
conduets research in the way of improving technique, and so forth. 
Mr. Burns. Sometimes it has been stated that the separate car man- 
ufacturing divisions, for example, are in a sense completely independ- 
ent and almost equal to independent. competing companies. 
Do you consider that that is the situation 4 
Mr. Stoan. No, I do not think anybody ever said that or intended 
to convey what is evidently in your mind. 
rhe distinction is this: When a program is finalized, as I have said 
» you, it goes back to the general manager of the car operation, and 
he carries the thing through from that point on in every particular. 
Phere is no limitation on him. 
He buys the material, vets the peop le, sells the OK xis, tends to the 


r? 


advertising, a nd the whole thing. 
But up to the time a program is finalized, when he takes hold, there 


ereat deal of coordination. It has to be that wav. 
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Mr. Burns. Well, the decision as to creating a new line lke t! 


Century for the Buick division is then made at the corporate level a M 
not solely by the Buick division ? 
Mr. Suoan. The general manager of the Buick division in the ea 
of a new product has the responsibility of developing his idea o 
what the changes ought to be and, poles: “4 the chassis changes, 
which are entirely under his control beca ise there is very little coord C 
Hhatllol on the qui tion of the chass is. engines, and so forth. . 
Ile has to conceive what he needs bee ‘use he knows his market, he 
responsible for the thing, and it las to be his conception in a gener 
term 
Then it goes to the general staff for coordination. The styling s« 
tion comes in to the general staff, and presents its ies of what t] 
ippearance ought be. There has to be coordinatio , part icularly 
{ “ly | I » of the body tools are intere Ca aek le be twee 
qiiv Ol i il i} i tO be worke ad out by the vice president of t 
{ l OT ¢ TINE ‘Ine atfairs, you might Say. 
Now, that vice president has no operating authority. He ts a st 


officer, but he has the 1 respon sibi lity of this coordination. 


Then, when the thing is pretty well worked out, it goes before wha 

alled the engineering policy group. The engineering policy group 
xamines it from i details, appearance, and everything else. Mi 
C‘urtice is on the engineering } polic V group, and other top ollicers. | 

as on it alw L\ when [ was tha e chief executive officer, 

When that engineering policy committee approves ys program, it | 

then a on by the administration committee, and as authorized | 
by the operations polic: y committee. If it requires : Tange expendi 

it gene rally does, it is passed on and concurred in by the financial] 
policy committee, and it is reported to the board of cackoes. 

Does that cover it? 


Mir. Burns. I bilieve so. I just want to ask one further question on 
that. 

The ultimate decision then with respect to each of the cars which 
constitute the lines of each division is made at the corporate level by 
these committees ¢ 

Mr. Stoan. The final decision is made at the corporate level, but 
the administration of the program is completely confined to the divi- 
sional level. 

Mr. Burns. Would that decision as to the line be made at the cor- 
$e » level to limit any possible competition of price between one 
( sion and another, for instance the lower price Buick and the 
( oveclel’ 

Mr. Stoan. Well, that does not get into it, Mr. Burns, as far as my 
knowledge, present knowledge, goes, because the price position of the 
different cars in General Motors was largely established 20 or 25 
years ago. 

We are talking about change, new models which come out every 
year, new body designs, new engineering, perhaps a new engine, per- 
haps a diffe ‘rent style of transmission. It is change we are talking 
about. But the position of the car in what we call the price pyramid 
remains nearly cons tant, not much change in that. 

There has been a change over 25 or 30 years because the industry has 
been pushed down from the top and pushed up from the bottom. As 
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\ir. Curtice outlined in his statement, the Chevrolet has become a car 
day that is better and larger and more important really than the 
idillae was 25 years ago. That has moved up, and the others have 

ed down; they have come close together, and that brings up the 
ecessity of engineering coordination. 
Mr. Burns. But in the case of the Buick line, which put out the 
=pecial—which is a low-priced model, comparatively, lower than it 
had—is that supposed to be in competition with the Chevrolet 
/ 
Mr. Stoan. I answered that question, if I understood you cor 
The price of the Buick—you know what I mean by the pyra- 
led price? 
Mr. Burns. Yes; but I think it would be well to explain it for the 


cord, 


Mr. Suoan. The price of the Buick is largely fixed. The price of 
e Olds. the Pontiac, the Chevrolet, they are fixed. The Chevrolet 
the lowest-priced car in the General Motors line. 

Now, the car may change tremendously in engineering, style, and 
erything else. But the price position still remains as the lowest 
ced car in the General Motors line. And that is true of all of 


Cadillac, when all the changes take place, remains the highest- 
d car, the luxury car in the General Motors line. 

Mr. Burns. To what extent does each of the car nanufacturing 
isions do its own research 2 

Mr. Stoan. What is that again? 

Mr. Burns. To what extent does each of the car manufacturing 

visions do its own research ? 

Mr. Sroan. Tamsorry. Savy it a different way. 

Mr. Burns. I will say it a different way. I am only talking about 
mobiles: I don’t want to get into other completely different fields 


he moment. 


Is the research with respect to the development of each of the brand- 
med cars done in that particular division, or is that handled by a 

entral research organization 4 
Mir. Stoan. You might say it is both. But the work that is done in 


e division In the admini tration ofa policy does not involve a 
| of research, because the problems of a division in bringing out a 

ew model every vear are something tremendous. And they can’t be 
irged with a great deal of research. 


reat 


oO 


Therefore, the general staff comes into the picture. In the general 
! there isa research division. Now, that research division is doing 
qaaiment | work. It isn’t what you eall | asic research, it is applied 

esearch. But it is very fundamental. . 
Now, we have another division of the general staff which is called 


i 


meed engineering. The advanced engineering division of the 
eral staf? develops new ideas, like the automatic transmission, and 
things. They are not charged with bringing anvthing out in a 
ite fime. The perating divi ion Is. It must have the new models 
Ta cert in tim 
The product engineering, advanced engineering section of the o 


staff, is looking 2 or 3 vears ahead. And when it gets somethin 
at 1s cood, if 1s presented to the car operations for their app. Val, 


list rnot as they see hit 
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Senator Dirkson. Are they limited to automobiles, Ma. Sloan ? 

Mir. Snroan. Tam talking entirely about automobiles. Senator. 

Senator Dirksen. | wondered whether you budgeted for gene) 
research a pure or % applied resear ‘h. 

Mir. Sroan. T misunderstood you. The research division of th 
rene al <tatf embraces all of the operations of General Motors. It ha 


I) had : remendous significance in the development of General Motor 
over the veal I don’t want to take your time to elaborate on that 
unless \ Lit k. 1) it it e] braces the clie sel locomoti lve, and all phas st 

But the advanced engineering section of the general staff is mor 
lara lv contined to the motorear operation, 


Senator O’Manonry. Mr. Burns, may I ask a question or two? 

Mr. Burns. Certainly. 

Senator OManonry. Lam trying to clarify some of the many state 
ments which you have made today. 

Mr. Sroax. 1 will try to, Senator. 

Senntor OManonry. And may I say, Mr. Sloan, I marvel at the 
very cogent grasp of the organization oe vou have. 

As ir. ‘urtice indicated earlier, back in 1948 I sat in on the hear- 
Ing of ieee Motors which was presided over by Senator Flanders 
of Vermont. I marveled then at the efficiency and skill of the organi- 
zation. I doso now. 

! marvel more that the retired chairman of the board can recall so 
many of the events of the old days to tell us without hesitation or delay. 

[ want to raise the question of policy. And as a preliminary, let 
me stamarize what I understand to be your statement this afternoon. 

You first came into the picture with the Hyatt Roller Bearing Co.. 
manufacturing roller bearings and selling those roller bearings to any 
customers that you could get—motor companies, of whatever charac 
ter they were. 

Mr. Durant became interested in the work that you were doing, 
and formed a combination, as I recall it. 

Mr. Stoan. United Motors Corp. 

Senator O’Manonry. The United Motors Corp. And recognizing 
your capacity as an administrator, and as a financier, no doubt, he 
made you president of that organization. 

Mr. Sioan. That is correct, Senator. 

Senator O’Manoney. Then General Motors acquired that organ- 
IZation ¢ 

Mr. Stoan. When ? 

Senator O'Manonry. No. Then I say it acquired it. Then Gen 
eral Motors—that was about 1918, I think 

Mr. Stoan. That is right. 

Senator O’Manoney. General Motors took it over, and you became 
then for the first time a part of the General Motors organization and 
vou have been with them ever since ¢ 

Mr. Stoan. That is right, Senator. 

Senator O’Manonry. Now this, of course, was first a combination 
of four companies into the United Motors Co., and then the acquisi- 
tion of that company by the General Motors. That was away back 
toward the etd of World War I. 

After that acquisition by General Motors, the big corporation con 
tinued to acquire others. 











STUDY OF THE ANTITRUST LAWS 3537 


Mr. Stoan. Wait a minute—acquire other what, Senator / 
Senator O’Manoney. Other corporations. 
Mr. Syroan. Other what ? 
Senator O’Manonery. Other corporations of various kinds. 
Mr. Sroan. Only—there is a list—lI think it has been submitted to 
sunsel giving that information, and the number of acquisitions, if 1 
vot your question correctly. 
Senator O’Manoney. I am not interested in the number. I am 
erested in the policy. 
\Lr. SLOAN. The policy ? 
senator O’MAHONEY. Yes, the policy. Now let me make the pre- 
nary statement. 
Mr. Stoan. All right. There has been no policy, Senator, to ac 
re other corporations, unless it was necessary or desirable to 
rengthen the General Motors structure. 
Senator O’Manoney. That is right. 
Mr. Snoan. There has been no policy whatsover or intention to 
xpand just for the sake of expanding. It had to be a real reason for 
And the reason had to be that it would strengthen the present 
tructure of General Motors, and even in such cases we only went into 
es—there have been very few of them—where we felt that we had 
talent, a know-how that would make a better job of that particular 


a 
Senator O’Manoney. Well now- 
| Mr. Stoan. Does that answer your question ¢ 
Senator O’Manonry. I grant you that—no, that is not my ques- 
on. You misunde rstood my question. 
Mr. Sroan. [am sorry. 
Senator O’Manonry. But the answer is perfectly lucid. 
| On the chart, No. 2, which Mr. Curtice re under * A utomo- 
ve and parts divisions” I find 3 groups; 1 is the Car Division group. 


Now those are the divisions of the various automobiles which are well- 
known General Motors products. 

The other, the second one, is “Body and assembly division group.” 
rhis takes in the Fisher Body division, and two other assembly di- 
islons. 

Then there is the third and the very interesting group entitled, 
\ecessory ( rroup.” 

In this I find that in addition to the four companies which were 
merged into the United Motors Corp. of which you were the head, 
the General Motors Corp. now has this group of accessories: AC 
Spark Plug division-— 

i Sioan. Do you want me to explain each one of those ? 

nator OM Ae i y. No, indeed. That would be too much detail. 
Fe course not—no, I do not want to burden you with that. You could 
lo it, I am sure, but I do not want to burden you with it. There is 
the Guide Lamp division: the Harrison Radiator division: the Brown- 
Lipe-Chi: ipin division ; the Central Foundry division, the Hyatt Bear- 
ngs division—the original of them all, of course—the New De parture 
tivision, Deleo-Radio division, Deleo-Remy division; Rochester Prod- 
ets divi i Detroit Transmission division; Saginaw Steering Gear 
iivision; United Motors Service division—the latter, as I understand 
. 1s the division which sells these various parts. 
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Mr. Stoan. None of those—none of those operations that come wu 
der the acce sory group that you are reading from, Senator, involve 
cur) ae quisition. 

The additions were created by General Motors with its own capita 
and know-how, simply to expand its operation vertically. For in 
stance, you take the Deleo Radio division. That was organized and 
de veloped by General Motors to make radios for its cars, because we 
had a big market, and we could do it better ourselves. We could «i: 
it cheaper. 

You take the Detroit Transmission division. That was created 1 
make available for our operating divisions the automatic transmissio 
that Mr. Curtice spoke to you about. 

The Saginaw Steering Gear division makes steering gears. Th 
Was In it for many years. That was brought in by Mr. Durant. 

The New De parture division came in through United Motors. 

The Hyatt Bearings came in through United Motors. 

ieabshann Radiator came in with United Motors. 

The Guide Lamp was created by ourselves to make lamps for Ge: 

ral Motors Corp. 

There is no acquisition, looking at it as I see it, Senator. It is all 
growth within ourselves—our own creation—not an acquisition. 

Senator O’Manoney. I was not going to ask you whether they wer 


acd pornnee bagi Lam gl: id to have that statement in the record, but 
this accessory group which operates under a single vice president, 
cording to this chart, is engaged in the manufacture of various typ 
of accessories—more types than you had when you came over wit 
lL nited Motors in 1918—of course, that is true: is it not? 


Mr. Suoan. Yes. 

Senator O’Manonry. Now, then, with respect to acquisitions, 
have had testimony here about the acquisitions which broadened 
activities of the manufacture of the diesel engine which has been 
very remarkable technological success. We had testimony about t! 
acquisition of Euclid in the earth-moving machinery, et cetera. 
other words, to use your phrase, this expansion which has been FO! 
on all during these years has come about, as you put it, to strength: 
General Motors. 


Mr. Stoan. It is to strenethen General Motors. That is tr 
The e recessory operatlons that you have been discussing 


Senator O’Manonery. Yes. 

Mr. Stoan. Are entirely 

Senator O’Manoney. They are just a part of it—just a part of 

Mr. Suoan. Yes. 

Senator O’Mattonry. So that now we come to the issue which h 
been raised in this hearing. Certain manufacturers of accessor 
have testified before us—independent manufacturers of accessories 
some of whom have eXPTe ssed the fear that they would no longer 
able to exist successfully as competitors of General Motors. 

Then we have the complaints that come from the dealers who h: vi 
said in great numbers that they feel that they have ceased to be ind 
pendent operators under their own capital, to use and spend chair 
capital. They have had instruction from General Motors. They 
have had training. They have had help as described by Mr. Curtice. 
but they express the fear that perhaps they are going to be taken over 





-that the new dealers will be made, shall I say, accessories of the big 
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neral Motors organization. 
(hen my question, therefore, with this long buildup is merely this: 


las it been the policy vy and is it now the policy v of General Motors to 


tinue to expand into one field of operation after another? 
Mr. Sroan. There is no policy of General Motors of that order that 
asked at all. 
ihe police: v of General Motors with re spect to expansion is that each 
oble m that comes up is a problem unto itself. If something came 


. that would strenethen the General Motors organization, then we 


uld act in that direction, but there is no policy at all of expansior 

i do not think there is going to be very much more expansion, that 
n the accessories, than indicated here. I am not making any com- 

nt. | Laughter. | 

ut you have the fear, and others have the fear, that we are going 
‘continue. I do not think 

Senator ( a \HONEY. I am asking the question, not expressing the 
r mvself. 

Vr. Si AN. No: but ] mean others. 

senator ( )Y MATIONEY. Yes, sir. With the ceneral ol jective » as you 
ressed it, of expanding and growing to further the suecess of the 
e} val Motors Corp., the question rises in the minds of many people, 
| it has been pres sented at = hearing 

Mr. Sroan. What should be 

Senator OPMAHONEY (continuing). If there does not come s. time 

the objective of General Motors expansion, if it is at the cost of 

deterioration of local free enterprise, does not come to a spot 
re there ought to be some StOp-ol -0 Si on pul uD. 

Mr. Suoan. Well, is not the expansion oa a business a measure of 
‘ enterprise ¢ 

Senator O’Manonry. Of course, unless it finally becomes the only 
ness in existence. , 

Mr. Stoan. Well, to answer your question spec ifically, there is no 


ey whats soever th at conte DE ites a 1 Inde ‘finite expansi n. Kach 


roposed expansion must be justified by a very rigid appraisal of the 


Senator O’Marionry. Well, do you ae it would be justified by 
vy rigid appraisal of the facts for General Motors to e xpand Prthieal 
tothe parts, the manufacture of mari’ 
Mr. SLOAN, | do not think the re is going to be I am not gvoing 
ike any commitment, I have said that. 
Mr. Curtice can answer your question better than I could, because 
» been out of the operation, as I told you before, 10 years, but T 
ot think there is going to be any expansion of operations along the 
esthere. Ido not think it is likely, I do not think it is desirable, but 
»not know. Conditions may change. 
Senator O’Manonery. Well, do you think there ought to be an ex 
sion to take over the dealerships in the local States and communities 
the United States? 
Mr. Stoan. Well, I 
Senator O’Manonry. Asa matter of policy ? 
Mr. Stoan (continuing). I say positively that is impossible, an im- 
sible concept, Senator ; that never would happen. 
Senator O’Manonry. That never would happen ? 
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Mr. Stoan. Not if T understood you correctly—to take over deale1 
shups. 

Senator O'Mauonry. You did. Your understanding is perfect, 
Mr. Sloan. Younever missa point. | Laughter. ] 

But you say that is an utterly impossible concept. 

Mr. Stoaxn. Do I understand you correctly, the acquisition of 
dealers / 

Senator O'Matronry. Yes. 

Mr. So 
view. 

Senator O’Mattongry. Does Mr. Curtice share that ? 

Mr. Curtrice. Mine, too. 

Mr. Sitoan. Senator, to give you a little background, I will tell you 
the reason why. The distribution of motorears, Senator, is not a 
selling proposition, it is a trading proposition. 

When you contemplate 17,000 dealers, which we have in the General 
Motors organization, I would hate to think, and I think Mr. Curtice 
would hate to think, of organizing that as a component part of General 
Motor 

The fact that it is a trading business is the reason I say it 
impossible. 

Senator O’Manonry. Mr. Sloan, you took the words out of my 
mouth; that is exactly what I have been thinking about. 

Now, since both you and Mr. Curtice are in agreement here at this 
board that it is an utterly impossible concept to take over the dealer 
ships of the country, and since you both recognize that the dealership 
isa selling function and not a manufacturing function—— 

Mr. Stoan. That is right. 

Senator O'Manionry (continuing). And not a fiscal function, can 
you now not say as a matter of policy to the motor dealers of America 
and the parts manufacturers of America that, as a matter of policy, 
General Motors (a) does not intend to put the dealers out of business, 
one (4) nor the motor manufacturers out of business? 

Mr. Stoan. Well, all I can say is, Senator 

Senator O’Manonry. Or do you say you do not want to commit 
yourself? [Laughter. | 

Mr. Stoan. Senator, I am not in a responsible position; I told you 
T had retired. 

Senator O’Manonery. Oh, you are. You are chairman of the board. 

Mr. Stoan. Mr. Curtice can make a commitment if he wants to, but 
I will tell you this, Senator, without any responsibility, I cannot take 
that responsibility, but the conception that is in your mind that 
General Motors has any intention now or any time to take over the 
dealerships, that concept, that conception, is absolutely wrong. 

I would not say that anything could not happen in this country 
of ours, but that is one thing I cannot conceive of h: appening. 

Senator O’Manonry. Then let me ask the last question that I will 

ask on this point: Why, then, can we not effect some sort of an 
undersat nding among the executives of General Motors and the Gen- 
eral Motors dealers of America that you will sit down together and 
work out a contract, a selling agreement, which is much more bilateral! 
than the one that you now have with these gentlemen ? 

Mr. Stoan. Well, that is up to the chief executive officer, not me. 


\. L say that is an impossible concept from my point 
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Senator OManoney. What does the chairman of the board say? 
\ir. SLOAN. Not to a retired executive. 


Senator O’Manonry. But I am t: alkinge with the chairman of the 
What does the chairman of the board think about it? 
\ir. SLOAN. | think Mr. ¢ urtice would Si \ 
Senator O’Manoney. Mr. Curtice, he wants you to answer. 
Laughter. | 
Mr. Curtrice. Well, I think our contract is not as you interpret it 
to be. 


Senator OManonery. Well, that means that we are gome to have a 

e series of questions and answers about the contract. 

Mr. Curticre. I think so. 

Senator O’Manonry. Yes. 

\Lr. cit RTICE., Because the contract is a document evolved over a 
long pel iod of time. 

Senator O’Mantoney. Yes: I notice that, and I notice it has been 

Wg re 

Mr. ‘urTICE. It is a business 

Senator O’Manonry. Yes: that is quite true. 

Mir. Currice. It is quite different. 

Senator O’Manonry. Let me say this 

Mr. CurrTIce. There are many contracts. We only know about one 
type of contract. 

Senator O’Manonry. Let me ask you a hypothetical question. 

If it be true that the present contract does contain provisions which 
make the dealers feel that General Motors is their boss and not their 
employer, if you know what I mean, that they are not free enterprisers, 
ire vou willing to sit down with the dealers and negotiate a revision 
of this agreement ? 

Mr. Currice. General Motors is the servant of the dealers. 

, Senator O’Manoney. General Motors is the servant of the dealers? 
’ Mr. Currice. Yes. 

We provide our dealers with the kind of a product that must be 
‘cept ible to the dealers’ customers. in order for the dealers to fune- 


Tigl 
Senator O’Manrionry. You know that is not responsive, Mr. Curtice; 
that is going into another field. I asked you a hypothetical ques- 
tio} 
) Mr. Curricr. I don’t want to answer any hypothetical question 
, th t would say that we would sit down at the bargaining table to 
develop a new contract. This contract that we have has had long 
; experience, and it has had a great many hours of attention in trying 
; to lmprove it. 
Senator O’Manonry. Is it perfect now ? 
; Mr. Currice. I don’t think anything is perfect. I recall my state 
| nent that we believe that everything and anything can be improved. 
Senator O’Manoney. Well, don’t you think, then. that the relation- 
: ship between General Motors and its dealers can be improved ¢ 
Mr. Currice. I think the relations ships between General Motors 
] and a majority of its dealers are on a very high leve! 
1 Senator O’Manonry. Isn’t that a fact, Mr. Curtice 


Mr. Currice. Didn’t I point out to you how successful the v are? 
Senator O’Manoney. You did: I read it with interest. 
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But is it not a fact, sir, that when the dealers, as an organizatio 
send you a request or a letter or seek a conference, that they ‘get 1 
reply, that you deal with the dealers only as individuals ? 

Mr. Curricr. That is right. That is what they are. We have ind 
vidual contracts with the individual dealers. 

Senator O’Matonry. And are you unwilling, then, to sit down wit 
the dealers and save this committee and the Senate an awful lot of 
work which otherwise it may have to undertake, and see whether o; 
not the dealer-factory relationship cannot be improved, to the mutual! 
benefit of General Motors and the dealers ? 

Mr. Currice. If it can be improved, we will improve it as we car 
find ways of improving it, just as we have over the period of years. 

Senator O’Matonry. I am trying to get mutuality into this. 

Mr. Currice. You see, I tried to improve our contract, to have an 
important effect on bootlegging. Bootlegging is something that came 
as a result of the pent-up demand for the product of our industry, as 
a result of 4 vears of no production, and it has continued. 

Senator O’Manonry. I don’t want to take over Mr. Sloan’s time. 
and if I were to go into these diversions with you, we would take the 
rest of the night, and that T don’t want to do. 

Mr. Curricr. It is an interesting subject, and T would like to go into 
it with you 

Senator OManonry. We will go into it next week, sir. 

Proceed. 

Mr. Burns. Mr. Sloan, is there any limit to the number of activities 
which your corporation can enter, before you would say that the 
erowth would not be economically justified ? j 

Mr. Stoan. Accessories ? 

Mr. Burns. No, not accessories, I 
of activities 

Mr. Stoan. Number of what? 

Mr. Burns. Activities, manufacturing activities, such as taking on 
entirely new products. 

Mr. Suoan. You ask if there is any limit to it? 


s there any limit to the number 


Mr. Burns. Yes. 
Mr. Stoan. | again say that there is no policy. And each case is 
decided on the basis of its own merit. If your question is centered 


und the question of eflicieney relative to size, if that is in the back 
your mind, let me say that efliciency and size have nothing to do 
with one another. Where size comes in, it simply requires a certain 
type of administration technique, that is where the difference is. 

General Motors is generally recognized—even the Senator recog- 
nized it as an efficient organization, 

Is that right, Senator ? 

Senator O’Matitonry. Yes; of course I do. 

Mr. Suoan. And that flows, Mr. Burns, from the administration 
technique that Mr. Curtice presented in the early part of his statement 
to you. . 

Mr. Burns. You indicated that the test of taking on new acquisi- 
tions was whether it would make General Motors stronger. 

Mr. Stoan. It might, and it might not. I think the answer to your 
question, it has been judged by the effect it has on General Motors in 
making it stronger, that is the thing that comes into my mind; second, 
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r we mve got a technique or knowledge or know how that 
s that particular thing better for the consumer. That is the 
d eriterion that comes to my mind. 

Kut we have done very little expansion in other things In the last 

Venrs. We have been Pong into the chiesel engine business, but 

isn’t been a great deal in proportion to the whole. 

Mr. Burns. Well, at the hearings that we have been conducting, 
sses have expressed the belief that when one corporation con- 
sto expand, even though it may be eflicient, the result is to make 
tition difficult, if not impossible, because the large size of 
iar corporation elves it power which the smaller competitors 
tt possibly meet. And the question then is raised whether such 

wer is desirable and whether some steps might not well be taken in 

public interest to reduce the power, but without reducing the 


Phen, the question IT would like to ask you is whether you believe 
General Motors would be less efficient if it were smaller than it 


Mr. Suoan. IL don't think the size of General Motors, Mr. Burns, has 


yr to do v ith its effie leney. lL think the efliciency depends 

m the administrative tee hnique and the people who comprise Gen- 
M Ors. 

You saw that chart that Mr. Curtice showed where we had 12 per- 


the business, or somethin i” like thi: Ru, in those ear ly di: ays. Now, 
aed ly, all the automobile producers, had the same opportunity 
ve did. They had the sani market, the same technique, the same 
ntific knowledge. But they didn’t grow. 
\nd, from my point of view, it was a question of the way they 
rated the business, and the people, how they worked together. 
Mr. [3 RNS. Assuming in the automobile industry, which was the 
of General Motors C orp.. that your present size prod uces maxi- 
ficiency, the question has been raised whether or not in the field 
esel locomotives, for example, it 1s necessary to have your cor 
tion making locomotives, when it has a competitive advantage 
all other locomotive manufacturers who are not able to ship 
many products. 
Mr. Suoan. Well, all right. 
Vir. Burns. And therefore an apparently normal business relation- 
f doing business with people who trade with you. 
Mr. Snoan. All right, Mr. Burns, let me tell you something: When 
reated the diesel electric locomotive, there was not a single part 
that locomotive but what the functioning and the engineering had 
een known to the mechanical arts for 50 years. The diesel engine was 
or 75 years old. It took an organization with courage, with capital, 

d the know-how, to put the known parts together and make the 
liesel electric locomotive. 

| maintain it was a great accomplishment. I think we contributed a 
rreat deal in more employment, in improving the economic position of 
the railroads. 

It isn’t very often in a short number of years, of say, 20 years about, 
that we eliminate the steam locomotive that hauled freight and pass- 
engers from the time that the railroad was developed. That was what 
was accomplished. The other steam locomotive people could have done 
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just as well. They didn’t have the imagination, they didn’t h 
the courage, they didn’t have the capital. 

Kven whet ‘came out you would be surprised to see the advert! 
its that the steam-locomotive people printed in the papers decry 
the diesel locomotive and saying it would never get anywhere and vy 
t eliminated them in the ‘short period of 20 years 


Mr. Burns. Was it General Motors’ financial capacity which w 
the prince Ipal factor enabling it to de ‘velop the diesel locomotive / 
Mr. Stoan. No; I think it was quite incidental. I think the othe 
locomotive people, the steam-locomotive people, could have done it if 
they had had the imagination. Sure we built a plant but the plant 
was not large. The amount of capital was not great when we start 

Senator O'Manonery. It is now 5 o'clock. What is your schedu 
What do vou see ahead 7 j 

Mr. Burns. We do have some additional questions that we want: 
to get into. We had hoped that we could finish tonight. 

Senator O'Maronry. We hoped to finish with Mr. Sloan. 

Mr. Burns. Because we didn’t want to require him to come back 
I don’t know just how long it will take. We took approximately a 
hour on Mr. Curtice’s statement. 

Senator O’Manonery. Could we finish in half an hour? 

Mr. Snoan. Mr. Chairman, I'd like to get through right now. 

Senator O’Manonry. You have been doing a wonderful job. 

Mr. Sioan. I will either come down Tuesday, Mr. Chairman, or «i 
anything else to cooperate with the committee in this examination if | 
am not finished now. 

Senator O°’Manonry. I know that members of the committee have 
some oflice work they must attend to before they can = 

Mr. Sroan. Pick your own day, Mr. C hairman. 1 will be here. 

Mr. Hocax. About how much longer, Mr. Burns, will you be, do 
vou think? 

' (Diseussion off the record.) 

Senator O’Manoney. Proceed. 

Mr. Burns. The next question is, in an automotive company having 

large a capacity and financial size as General Motors, would it be 

s eflicient if it did not manufacture other products such as the 
Frigidaire line? 

Mr. Stoan. I am sorry, say that again. 

Mr. Burns. IT will repent it. 

Mr. Stoax. You will have to put up with me because I don’t hear, 
Mr. Burns. Iam very sorry. 

Mr. Burns. These are questions which have been raised as a matte1 
of trying to determine what is desirable economic policy with respect 
to the continuing growth of large corporations to the point wher 
their power appears to exceed the sum of individual parts. The 
power increases geometrically, and the question has ae raised 
whether it is necessary to retain efficiency to continue such growth. 

NOW, in the case of General Motors, would it be a less efficient or- 


eanization if it did not have a Frigidaire division ¢ 
Mir Sroan. I have already answered that, if I understood you 


1 


correctly. T don’t think the efficienc y of General Motors or any other 


enterprise has anything to do with the size. That is my opinion. | 
think General Motors could be twice as big as it is and still be just as 
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{ :. It is a question of m inagement, Management tech- 

it ’ 
ed on to say this: That 1f General Motors had a different 
que, it couldn’t be as efficient as it is with its size. It is a ques 
of management te ‘hniqu e, more than it isa question of size. That 


opinion, Mr. Burns. 
Vir. Burns. Well, if the Frigidaire division were operated as an 
ndent division, would it be any less efficient than it 1s now? 
\Ir. Stoan. Did you say Frigidaire / 
\ir. Burns. Yes. 
Vir. SLOAN. Frigidaire no, Frigidaire has benefited a oreat deal 
sociation with General Motors. But Frigidaire is quite dif- 
from the other things in General Motors. We didn’t take on 
oidaire, we inherited it. It was in the family when we took over. 
| we tried to make a profitable unit of it and contribute something 
iat the people need. 
[here is less relationship between Frigidaire and General Motors 
n other component parts of General Motors. In the case of the 
e] there is more than with Frigidaire. 
e bie contribution that we made in Frigidaire through research 


the production of Freon that Mr. Curtice has spoken to you about. 


Before the production of Freon, research work on that, you could not 


ie electric refrigerators in many places, because of the fact that 

e refrigerant was toxic. You could not use it in hospitals. You 
ld not use it in a lot of places. 

Even when you used it in houses, people liked to keep it outside, so 

ere was a leak it would not cause any trouble. Freon cured all 


‘that. It was a nontoxic refrigerant of higher efficiency than any- 


ne we had before, and that came from research. That was a 


e contribution. That is going on in General Motors all of the time. 


Mr. Burns. Well now, would the Frigidaire division be any less 


licient as far as benefits to the consumer are concerned if it were 


perated separately ¢ 


Mr. Sroan. I think it would be less efficient. 

Mr. Burns. In what way? 

Mr. Sroan. I think it would be. I think the constant contribution 
General Motors’ research, General Motors’ production facilities, 


} 
{ 


d all that, contribute enormously to Frigidaire in making it more 


ent. 

Mr. Burns. Well, is not the autonomy granted to the Frigidaire 
sion such that it operates quite separately from the rest of the 
ranization ¢ 

Mr. Stoan. Could it? 

Mr. Burns. No; does it not actually operate separately from the 
t of the Gene ral Motors organization ? 

Mr. Stoan. It is operated quite independently from the rest because 
S different problem there. but still General Motors, through its 


tafl div isions, contributes to an increased efficiency. 


If they are going to have a new tooling, General Motors contributes 

a better concept of the tooling. 

General Motors is contributing to Frigidaire through the styling 

tion that we have discussed sometime ago. It is constant contribu- 
from the research and eng neering of General Motors to all the 
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operating divisions, including Frigidaire—more, perhaps to some t} 
others, but there is a constant contribution that tends to, in my opin 
increase the efliciency of those several operations. 

Mr. Burns. You think that type of activity from the general 

“are th or general stamping departine nt gives the Frigidaire divis 

efits Which it could not obtain if it oper: ited inde ypende ntly % @ 

Mr. Stoan. I do not think it would be likely to. I do not think 
would be likely to develop Freon. That is a new material; 3 
fluorine compound, something entirely new. Ido not think they wo 
have developed that themselves. 

\sa matter of fact, Mr. Burns, although we talk about the oper 


ine divisions of General Motors as being autonomous, I have expla) 
to you ‘oe they are, yet there is a constant contribution from Gene: 
Niotor isa Whole to all of the cohiponent parts of General Moto: 


and the eflicienc \ of General Motors and the efficiene y of every unit ot 


General Motors, would be decreased if it did not have that benefit. 
for imstance, we have under construction outside of Detroit 
echnical center in which we are spending $125 million. Now, that 
a lot of money, but that will be the best investment General Motors 
ever made. Why? Because it will contribute to a higher efficie: 
of all the operating divisions through the engimeering work and | 
research work and the other component parts of the general techni 
staff, and that applies to Frigidaire as much as any other, but it does 
not apply to all of them equally. 

Mr. Burns. Does that mean that General Motors could continu 
to expand and take in more and more disparate products 

Mr. Stoan. I did not say that General Motors was going to continu 
toexpand. Idonot know what tomorrow ts going to bring, of course. 
1 told you threat every problem of expansion had to stand on its own 
merits. LT maintain that 1f—I again say that General Motors, in im) 
judgment—I may be wrong, Mr. Burns, I have not got the answe1 
to all of these things—but in my experience, I have been 50 — 
this kind of an operation, I napciasre at the very bottom, and I s 
say that General Motors, if it were twice its size, could be just as 
eflicient as it is tod: iv, if ete ating technique is adjusted to the siz 

Senator Winey. May I interrupt there? 

Mr. Burns. Yes, Senator. 

Senator Witey. I wanted to find out whether you had gotte: 
chart, because bigness, to me, is a relative term. 

I notice in 1954 in your exhibit here that your net income from t! 
sale of prod iets was $9,906 million. 

Mr. Stoan. Wait a minute, Senator. 

Mr. Tlogan. What page is that ? 

Senator Winey. Page 16. 89.906 million. 

Now, Lam wondering, if you compare that with the national income 
in one column in 1954, and the total national product in another, and 
then you go back to the time that you were, you became, Genera! 
Motors, vou sav that was 1918 

Mr. Snoan. That was 1920. 

Senator Winey. 1920—and put in these same columns the nationa 
income and the national product, whether you would not get a littl 
light on the subject of what constitutes bigness. Do you see what 
I mean ? 
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became General 


Phis Nation has gone quite a way also since you 
ors. ‘Tome.at least, that would have some interest. 


| am vitally interested, however, in getting a few answers which 


1] pardon me, L would like to ask a question or two about, be 
not be here Tuesday or Wednesday. 


it does not relate to bigness, be« use If you gave 


4a 


Cause 


: — would 
eme some light, if you had an exhibit along that line. 
it 1 aim intereste ve in is What has bee n cle vel eal here in relation 
it | would eall the humanities. 
uniber of folks have testilied, first. that the so-called GMAC, 
hance COMMpAany, exercised certain, well, | would Say, inequitable 
ures, aha so forth: ana then Vou heard the test Hiony here ot this 
eman Who told of the way he was treated, and the question I want 
kk you, because behind every great institution is the shadow of a 
wna you are ap parently not a shadow, I can tell you that 
: listening to vou today. 
Phe question [want to: ask you is this: Assuming I am one of your 
sand Tam handling Buick, and I have built up an investment 
number of vears, and lived in il community where | am highly 
irded, and Lrun intoa period where there is cutthroat competition, 
is vou have got now, and there is not any question, bootlegging 
l everything else, and according to some statistician that you have 
t. Lam not 7 hitting the ball, but [have got my investment in the 
y here, L built my life, and put in, like you have in the business, 
160 vears, ace ‘cording to this is that right / ‘ Flow young a fellow 
1"¢ vou! , 
Mir. Sntoanx. | think Mr. Curtice had better answer that 


one 
hter. | 


Senator Witey. I hope my local papers find that out, that I asked 
ia question you couldn't answer, sir. 
Now. here Lam. You have vot the picture of myself being a local 
iler. Maybe I have put in 30 or 40 years. Maybe Il have made 
fortune myself, a half million dollars or so—I know of one of my 
ls that did pretty well that way. But conditions arise over 
l | have no control, whether it 1s national, whether it is this 
utthroat competition, or what—and I won’t indulge in it, I won’t 
low out the suggestions of even some of your underlings. 
Now, what is your responsibility? Is it your responsibility to play 
ong with me, or does it mean that you can simply say, “Well, under 
r contract, to heck with you"? 
Mir. Currice. I think our responsibilities are to weigh all of the 


Tet 


bite — 


Senator Witey. Well, I have given you the facts. 

Mr. Currice. You have given me a hypothetical case. 

Senator Winey. Take them as I have given them to you. I am 
vh-grade fellow, my credit is good, I pay my bills, the community 
s lam a good fellow. I have sold Buicks for 30 years for you, 

il cood job. 


Mr. Currice. If you had done a good job selling them over the 30 
irs you are talking about, been an average dealer—this is what you 
then if, due to certain things beyond your control you slipped 


rhtly “tes um that position, then I think the weight would be all on 
r side. But if over a period of years you had been substantially 
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elow the ave ive Operator, ana continued o be, then J think VO 


ouldn't have any continuing place in our picture. 

Senator Winky. Well, I think you have sane it Ina way th 
I like to ave itl answered, There have been a number ot concrete 
cases that have been demonstrated before this committee here. | 


for one have felt that we are all in the same boat. and if we interfer 
with the morale of our people, we are doing damage to the whok 
Nation in this particular stressful period. 

[ take it that in those particular cases you have other facts that 
are volng to give us¢ 

Mr. Currice. Yes; we will document all the cases that you hav 
heard in full. 

Senator Witey. Well, that is fine. That is what I wanted. I am 
olad to hear that, because in one of the hearings we had I expressly 

isisted that you be given the names of the people. 

think that before I reach any conclusion on that, I shall have to 
eacl your facts 

Mr. Currice. I should like you to await the facts. 

Senator Witry. Now, on this other subject, do you agree with what 
lias been stated here, that in localities where men have built up 
clientele, that you are selling automobiles to the folks, their customers, 
right out from under them so that they can’t exist ¢ 

Mr. Curricr. No: I do not. 

Senator Witey. There are other facts there to be heard ¢ 

Mr. Currice. Yes. 

Senator Winey. And you say also that in relation to your finance 
company that it plays the game according to Hoyle in every respect / 

Mr. Currice. Yes, sir; absolutely. 

Senator Witty. You agree to that ? 

Mr. Currice. I agree that our finance company conducts its business 
ona very high standard. 

Senator Winey. Now,can we have in the record, if you haven’t got it, 
this exhibit, which I suggest would be very revealing. 

Mr. Currice. Yes; we will get that. 

Mir. Stoxx. Lthink so, too. We can do that. 

Mr. Currice. As of this year, for example, our size reflected | 
dollar-sales—and that is the figure that you are quoting there. 

a Winey. Yes. 

Mr. Curtice. But our sales for 1955 will be slightly above 3 percent 
of the total national produet of this great country of ours. 

Senator Witey. That is what 1 am getting at. And I suggest an 
other column. T suggest you put in there a column showing during the 
same vears the number of your stockholders and the number of you 
employees. 

Now, you have got five columns there that to me, at least, would be 
very illuminating in trying to appraise this subject. However, I am 
satisfied that what I want to do is hear the facts on these individua 
Came ee 

Thank vou very much, Mr, Chairman. 

Mr. Burns. I have jut a few more questions of Mr. Sloan. I think 
that we can probably save some of the other questions for Mr. Curtic 

Senator O’Manoney. Very well, Mr. Burns. 

Mr. Burns. Recently the Frigidaire division indicated it was ex 
panding into electric stoves. Now, will you tell us what economi 


\( 
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ihication there is for continually expanding the line into what is 

sidered a whole line policy ? 

\r. Stoan. Well, Mr. Burns, you mean in ranges, and so forth ¢ 

Mr. Burns. Yes, sir; electric ranges. 

Mr. Suoan. Well, that came about, Mr. Burns, because in order to 

ll the Frigidaires and to get the dist ribution we needed, we had to 
ive a complete line. 

In other words, we couldn't sell the Frigidaires, get the dealers, and 

that sort of thing, and strengthen our distribution—and it is a 
ly competitive business—unless we had the other things to go with 
Yea had to go to a dealer or distributor and offer him a complete 
he expansion in other household items other than Frigidaire 
forced upon us by the necessity in the case, not as a matter of 
y. 

Mr. Bt RNS. Well. ditfere hit appliances are developed by inde} ndent 

ompanies from time to time. It is your view that those independent 
panies cannot make individual appliances but must gather to 
vether in order to be able to sell an entire line at one time? 

Mr. Stoan. All I can tell you, Mr. Burns, is what 1 know about it, 
ud L admit I don’t know too much about it, because 1 never had 

t supervision over Frigidaire. 

But 1 know the reason we went into those other things. I think 3 
ould be very dificult for an indepe ndent ee an independe nl 
roducer, to come out with one household utility and merchandise it 

cesstull yw ithout the 5 hi ive a comp »lete line. 

Now |] don’t know whether you have noticed or not, but I think the 

er di: ay the W estinghous se Co. announced they were in the elec 
ric re friger: itor business the y announced I think I am correct on 

that the VY liquid: ated, the sy sold their electric refri iverator busl- 

ess to another party, because they didn’t want to invest the capital 

1 complete household line, which they had to do in order to 
iintain the validity of the distribution of their refrigerators 

Now, L am very certain that L am not wrong in telling you 

it, because 1 know it made a great impression on me, right along 

e line—they couldn’t do it, they had to go on or get out. 

Mr. Braptey. It was International Harvester and not Westing 

ouse. 

Mr. Stoan. I was not too sure about it. But the idea is the same. 

Mr. Burns. Does not that mean, if that is true, that individual 
entrepreneurs are going to find it more and more diflicult to get into 

isiness at all, because only large corporations, manufacturing many 
different appliances, can exist in today’s economy ? 

Mr. Stoan. It does not take a corporation of any great size to make 
. complete line of household utilities. 

Mr. Burns. Well, you were stating that General Motors Corp. could 
not successfully, at least not efficiently compete, unless it did expand 
its lines as large : as it is. 

Mr. Stoan. But my point is that it does not need a great amount of 
apital to go into these things. I think this International Harvester 
Co., which I am corrected on, I think the amount of the money, stated 
at the time, they had to put up was $12 or $20 million, which is not a 
large amount of money for industry. 

Senator O’Manonry. Do you have any questions? 


67272—56—pt. 7-43 
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Senator Dirksen. [haveone. Are you through? 

Mr. Burns. Yes. 

Senator Dirksen. Mr. Sloan, I do not believe-—— 

Mr. Stoan. Go ahead, Senator. 

Senator Dirksen. I do not believe Mr. Burns has quite gotten the 
answer to the question that has been in his mind, or in the minds of 
the committee. 

I have been listening with interest, of course, to the development of 
the Frigidaire idea, and I ean readily understand that in setting up, 
let us say, a compact kitchen or compact household unit, you have 
Frigidaire, you want a stove that will match it, maybe even ening 
installation in the kitchen, but there is a germaneness about all of i 

But let me ask you this: In your top line of Cadillac you hes | 
air conditioning today ? 

Mr. Stoan. In your what—say it again. 

Senator Dirksen. In your top line “of Cadillac you have air con- 
ditioning ? 

Mr. Suoan. Yes. 

Senator Dirksen. Suppose your engineers discovered a new type 
of air conditioning that would be readily adaptable to homes and 
stores, that would have no relation to automobiles as suech—— 

Mr. Sioan. Yes. 

Senator Dirksen (continuing). Your principal product, and sup 
pose your board of directors figured that you could go into that line, 
that it would be profitable, and that in the same proportions that you 
conferred a great boon upon the transportation industry with your 
diesels, that household refrigeration and air conditioning would prove 
to be a very profitable line, would it be within reason to believe that 
your policy committee and your board of directors might approve 
a venture into that field, even though it was somewhat divergent 
from what you were actually doing? 

Mr. Stroan. Your question started from the standpoint of whether 
something was developed that was better than what we had. 

Senator Dirksen. Better than what exists today in the air-condi- 
tioning field. 

Mr. Sioan. It would supersede what we have got ? 

Senator Dirksen. You do it only for automobiles today. 

Mr. Curtice. No, no. 

Mr. Sitoan. No, no; we don’t. 

Senator Dirksen. You go beyond that. So you are in the air- 
conditioning business ? 

Mr. Currice. Yes, sir; we have done it for years. 

Senator O’Manonry. You got into something, Senator. 

Senator Dirksen. Once upon a time I used to be in the manufacture 
of electric washing machines. Do you make those? 

Mr. Currice. Yes. 

Mr. Stoan. We make the whole line. The dryers, and so forth. 

That is the reason I discussed it with Mr. Burns. 

Senator Dirksen. Do you make an electric ironer today? 

Mr. Stoan. That is right, complete household line for suianiendio 
ing reasons more than for production reasons. 

Senator Dirksen. Let me ask, are you in the plastics business 
today ? 

Mr. Stoan. The what? 
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Senator Dirksen. The plastics—the manufacture of plastics. 
Mir. Stoan. No; we are not. 
Senator Dirksen. The raw material. 
Mr. Curtice. No. 
Senator Dirksen. Let us assume, in dealing in the field of 
istics 
Mr. Stoan. I won’t say we had a technique that would justify con- 
tributing anything to that industry. We are not in itatall. So faras 
| know, it is not contemplated. 
Mr. Curtice. We are not in it from the standpoint of producing. 
Mr. Stoan. That is what you mean. 
Mr. Currice. Anything for the public consumption. 
Senator Dirksen. I want to start at that point for a moment, Mr. 


} 


( urtice. 


There have been assertions over a period of years that we would see 
all-plastic automobile body. It 1s conceivable, of course, that in 
our chemic: al and engineering researches, you might find an im- 
provement in the field of plastics, far better than what Monsanto or 
anybody else produces today. 
If perchane e you were going to use those in your business, not 
merely for those little things that are appendages to a car but, let us 
a whole body, would that be the justification for then going into 
e raw materials field, for the production of plac tics 
Mr. Stoan. Of course, you are asking a hypothetical question. 
Senator Dirksen. I know it is 
Mr. Stoan. It is hard to answer. We use a lot of steel for bodies 
| we are not in the steel business. I wonder why the same thing 
hould not apply to plastics. Two or three times, Senator, there has 
developed in the last 25 or 30 years, when a problem arose that was a 
‘ical problem. We didn’t get into the chemical problem at all. 
is Freon we spoke about, we invented that in our research but we 
passed it on and we don’t make Freon at all. We don’t make the chem 
|. We use it but we don’t make it. 
Senator Dirksen. You see, the purpose of the whole question, Mr. 
Sloan, is this, and I think Mr. Burns has been seeking an answer to 


[t is simply, how much bigger—you see today there are seminars 
on | ig labor, big government and goodness knows government is big 
enough, and big business. I participated in such a seminar 2 or 

u's ago here in Washington. So that question is in the minds of 


le: How tials bigger / 
s there some kind of an answer to that, other than the fact that you 


not answer exce pta sa situation in the field of e ‘xpansion if it arises, 
ul ave tod etermine sik it is germane and re lated to your oper- 
tion, whether you can profitably and efficiently go into it. Is that 


he final answer to it ? 
Of course there can be no arbitrary answer. You can’t just say, 
‘You cut it off right here.” 
Mr. Stoan. I don’t think IT can answer that question. I don’t 
ow. That involves another thing, if you stand still you go behind. 
annot maintain a position by standing still, and as your economy 
vs and develops, General Motors is bound to expand and develop 
ith the economy. 
We have to do th: at or we lose position. What that is or Ine to come 
[ don’t know what the American economy is von 2 to be in 15 
ears from now, I do not know. 
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Ten years ago I would not have believed it was going to be as big 
as it is now. I can’t foresee those things—nobody can. We have | 
do the best we can every day the problem arises and judge each prob 
lem by the merits of that problem. That is the only way we can a 
complish anything. 

Senator Dirksen. So there is actually no fiat answer, no pontificial 
answer to that at all? 

Mr. Sioan. No. 

Senator O’Manonry. Mr. Sloan, I do not think that the example 
you gave was really an answer. You spoke of the failure of General 
Motors to go into the chemical industry. You use Freon, but you do 
not make it. 

One siete suggest that there are too many Du Ponts on the board 
of directors to justify your going into the chemical operation. 

So I want to ask another one. You are making home appliances of 
all kinds? 

Mr. Stoan. Yes. 

Senator O’Manonry. You are making Frigidaire, you are making 
the cooling equipment, you are making the stove, all household ap- 
pliances, you are making the ironers for ‘the housewife, you are making 
the washing machines. When are you going to build the houses? 

Mr. Stoan. Oh, now don’t go that far, Senator. 

Senator O’Manoney. Well, is it not, as a matter of fact, something 
that has been under discussion ? 

Mr. Stoan. Well, I do not think so. Ido not—no. I do not think 

can contribute any technique to a thing of that kind. 

We are only interested in those things where we can contribute 
Now, you admit we made a great contribution in the diesel engine and 
the diesel-electric locomotive. 

Senator O’Manonry. Why, of course, that was a wonderful con- 
tribution. 

Mr. Suoan. We made a wonderful contribution. That is the kind 
of thing we would be interested in. We are not interested to expand 
just to expand; we want to accomplish something aggressively and 
intelligently, which is the justification for the expansion. 

Senator O’Manonery. If I understood your answer to Mr. Burns 
when he was questioning you about bigness and efficiency, you said 
that bigness had no rel: ationship to efficiency. 

Mr. Stoan. Mr. Chairman, I am simply giving you my opinion. 
I do not guarantee my opinion at all, Mr. Chairman. 

Senator O’Mauonry. Well, isn’t that a pretty sound opinion that 
people can be efficient without being big, and so, likewise, corpora- 
tions ¢ 

[ have seen this little quarterback on the Washington Redskins 
football team, Eddie LeBaron, and he is considerably more efficient 
than a lot of big behemoths who are playing for other teams. 

Mr. Stoan. That may be; that depends upon the people who run 
it. [Laughter. | 

Senator O’Manoney. That depends on him. 

But efficient management is what you said; I accept that. 


Mr. Sioan. But, Mr. Chairman, I submit that if a thing is small, 


it does not necssarily have to be efficient because it is small. 
Senator O’Manonery. Of course. 
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Mr. Stoan. And if a thing is big, it is not ineflicient because it is big. 

Senator O’Manoney. Lagree with you. 

Mr. Stoan. That is fine. 

Senator O’Manonry. That is what I am trying to develop here. 

So is it not true that efficiency has no relationship to bigness 2 

Mr. Stoan. No; that 

Senator O’Manoney. Isn’t that what you said ? 

Mr. Stoan. Well, that is right > that is what I said. 

Senator O’Manoney. So that General Motors and all its wonderful 

nel could be just as efficient as they are now if they did not 
nue to expand into these new enterprises. 

Mr. Stoan. Ldonot know. That isthe future, 1 cannot 

Senator OManoney. All right. 

Mr. Sioan. Let me tell you something. 

Senator O’Manoney. Yes, Mr. Sloan. 

Mr. Stoan. Mr. Chairman, on the question of efficiency, I want to 
int out the thing that Mr. Curtice did not put in his statement, that 

ery fine statement, he made, about the only thing that I do not think 

; in it, and that was this: When we started out, Mr. Chairman, in 
1920, when Mr. Pierre du Pont became president, and we started out, 

that is when the new management of General Motors took place, there 
were about 100 important people in General Motors that we had to 
depend on for management, a hundred. Of course, it was much 
smaller. 

Now, that number has increased enormously with the expansion of 
the busines and all that. But what has been accomplished in General 
Motors has been accomplished by those 100 people, with other people 
that we have taken on in the same general level. 

In other words, the accomplishment of General Motors has not been 
by going out and hiring talent that had demonstrated itself. 

We grew right within ourselves with our own people, and the top 
people in General Motors are people who have been with us, like Mr. 
Curtice and myself, practically all their lives. That is what made 
General Motors, because we gave these people an opportunity, we gave 
them a responsibility and authority with the opportunity, and made it 
worthwhile for them to do constructive things. That is what our 
success is predicated on. 

Pardon me for the speech. | Laughter. | 

Senator O’Manoney. It is quite acceptable, Mr. Sloan. 

Mr. Stoan. Thank you, sir. 

Senator O’Manonry. The committee will stand in recess until Tues 
day morning at 10 o’clock in this room. 

Mr. Stoan. Do you want me there, Senator ? 

Senator OManronry. No; 1 donot think so. 

Mr. Stoan. lam through? 

Mr. Burns. You are excused. 

(Whereupon, at 5:35 p. m., the subcommittee took a recess to re 
convene at 10a.m., Tuesday, December 6, 1955.) 


perso 
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TUESDAY, DECEMBER 6, 1955 


Untrep Srares SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 
[he subcommittee met, pursuant to recess, at 10:20 a. m., in room 
24, Senate Office Building Senator Joseph C. O’Mahoney presiding. 

Present: Senator O’M: ahoney and Senator Kefauver. 

Also present: Joseph W. Burns, chief counsel; Donald P. McHugh, 
issistant counsel; and Paul H. Banner, economic consultant. 

Senator O’Manonry. Are you ready to proceed ? 

Mr. Burns. Yes, Senator. 

Mr. Currice. Mr. Chairman, before Mr. Burns proceeds, I have 
bout a minute and a half or two minute statement that I would like 
to read, with your permission. 

Senator O’Manonery. Very well, sir, proceed. 

Mr. Curtrice. During our discussions here on Friday, I made the 
tatement to you and the committee that the relationship between 
General Motors and the vast majority of its 17,000 dealers is on a 
very high level. 

[ also said that the contract with our dealers has had long experience 
“a that it has proved to be a very satisfactory agreement both for 
ir dealers and for General Motors. 

\t the same time I advised this committee that if the agreement 
with our dealers can be improved, we will improve it as we can find 
ways of improving it, just as we have over a long period of years. 

“While the rel: ationship with the vast majority of our dealers has 
been, in fact, a long-term arrangement, only they, through experience, 

nderstand and are aware of this. In the past the public has not been 
particularly concerned with this matter and hence has had little or no 
nformation on the subject. Within the last few days the public has 
been grossly misinformed by widespread publicity given to misleading 

tatements mi ide by witnesses, including the few complaining dealers 
who have appear ed before this committee. 

Because of the public misunderstanding and the possible damage to 
Greneral Motors good will, which in turn ‘affects its hundreds of thou- 
inds of employees, its dealers, its suppliers, and its stockholders, I 
feel impelled to do what I have not considered necessary heretofore 
namely, to formalize a continuing long-term relationship with our 


| 


dealers, which for all practical purposes has been in effect in Gen- 
eral Motors for many years. 


3555 





3956 


STUDY OF THE ANTITRUST LAWS 


Accordingly, today, I am sending the following telegram to th 
General Motors car and truck dealers: 

This is to advise you that the current selling agreements with General Moto 
which became effective November 1, 1955, will, if agreeable to you, be extend 
to expire October 31, 1960. This offer would extend the term of the agre: 
ment from 1 year to5 years. If accepted, the amendment to accomplish this wi 
be submitted to you by the division with which you have a selling agreement. 

This will mean, in effect, that our dealers now can have a 5-year 
agreement with General Motors. On the other hand, any General 
Motors dealer can still terminate this 5-year agreement at any time 
on 30 days’ notice if he chooses to do so. 

Senator O’MAnonry. Well, I congratulate you, Mr. Curtice, on this 
compliance with the suggestion which I made when you were last here, 
that the General Motors Corp. should take some immediate action 
to alleviate the very serious condition which was represented to us 
by dealers throughout the country. 

Now, of course, this wire of yours does not relieve the contract from 
its other aspects which have been criticized. I mean, in particular, 
the aspect which enables General Motors to cancel a contract with 
out cause. That has been the subject of several lawsuits and, as | 
stated at our sessions last week, it has resulted in the enactment of 
State laws in about a score of States intended to protect the dealers 
who invest large sums of their own capital. 

Now, how really serious this situation is I do not believe was really 
cogniz: int to the high command of General Motors until this commit- 
tee last week brought some existing dealers whose contracts have not 
been canceled before you and the chairman of the board and Mr. 
Hogan and various division heads, when these dealers stated fo 
themselves their analysis of this problem. 

I can understand, of course, that the management of General 
Motors prefers to conduct business from behind the walls of the 
offices, just as an individual would like to conduct his own business 
there. 

But when all is said and done, General Motors is not an individual 
business; it is a collectivist business. You represent the collective 
ownership of General Motors which is held by stockholders, the exact 
number of which I have forgotten. 

You represent employees—what was it, 500,000 or 600,000 ? 

Mr. Currice. Six hundred thousand. 

Senator O’Manoney. Six hundred thousand. 

You represent 17,000 dealers all through the country in localities 
who have invested their own money, and who have felt what they have 
called, and repeated to us, the pressure of General Motors to require 
them to sell cars which, in their judgment, could not be absorbed by 
their communities on a sound fiscal basis. 

Now, I know that the effort has been made to represent this hear- 
ing as one with a political motivation. 

[ want to take advantage of our opening session this morning by 
assuring you again that it has no political motivation at all and, as 
proof of that, I want to read into the record now a story which ap- 
peared in the Rocky Mountain News of December 1, 1955, under the 
byline of Mr. Warren Lowe, Rocky Mountain News business editor. 

Now, the Rocky Mountain News is one of the Scripps-Howard chain 
of papers. It is not a Democratic paper by any manner of means. 
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[t is not a radical paper. It is a paper which endeavors to report 
the news, and this is what Mr. Warren Lowe w rote, and what the 
Rocky Mountain News published in its issue of December 1, 1955: 


(he current study of General Motors Corp. being conducted by the Senate 
Antitrust and Monopoly Committee under Senator Joseph C. O'Mahoney, Demo 
rat, of Wyoming, has resulted in a host of charges and complaints against 
the world’s largest automobile manufacturer. ©’Mahoney has said the sub- 
ommittee was being flooded with complaints from the dealers. A GM vice 
president, Henry M. Hogan, who also is the GM general counsel, suggested 
ie dealers be contacted to see just how much they are hurting. Wednesday 
e Rocky Mountain News did just that. 

\ representative group of eight General Motors dealers was contac 


ted and 
sked just how they felt about the entire automobile sales icture. 


They voiced dissatisfaction. 


ey’re unhappy about the pressure the manufacturer puts on them to sell 
re and more cars. 
Without exception, they declined to be quoted directly. They 
go out on a limb and risk our franchises.” 


to° 


don’t care 


That phrase “go out on a limb and risk our franchises” is in quotes. 


\ll of them, however, are loyal General Motors dealers. Not one is con- 
sidering switching to another make of car, but they were unanimous in saying 
mething should be done at the factory level. 


However, these dealers of Chevrolet, Pontiac, Oldsmobile, Buick, and Cadillac 
; feel they are not worse off than the dealers who sell the products of other 
ufacturers. 

With that, of course, I agree. 

Mr. Curtice. I think they are much better off. 

Senator O’Manoney. That might be. But an editorial writer fot 
of the great papers of the country called me up last Friday eve- 

gy. He had seen on television that night, he told me, a program 

sponsored by one of the local dealers of the Ford Motor Co. And 

ifter the display was finished, one of the partners in the dealership 
ime before the television camera and said: 


il 


Come in. I will give you twice what your old car is worth. 


Now, I can quote GM ads to the same effect. I can quote you the 
advertisement in the Washington Post of the Hyattsville Buick dealer 


who said: 
We'll give you from $700 to $1,000 for your old car even if 


it has to be 
towed in. 


Now, with such advertising on television and in the press, it is 
clear that the time has come for General Motors to make a move. 
(nd Lam very happy that at least a start has been made. 

But let me go on with the Rocky Mountain News: 


Typical of the answers received was that of one GM dealer who said, “It is 
almost unbelievable the amount of pressure we get to sell more and more 
ars. Factory representatives are after us constantly to sell, sell, sell. We know 
we have to sell; we have to sell to stay in business. We aren't in business as 
hobby; it is our living and the living of our employees. We made money, 
me of us a lot of it, when all we had to do was to sit back and take orders 
But we didn’t like that, either. We thrive on competition and welcome it 
But we don’t like being forced to take a loss on sales just so we can pad the 
production figures of the factory.” 

One widely known Denver dealer, a veteran in the automobile industry, said 
he thought the sales race between Chevrolet and Ford ‘absolutely ridiculous 

“Chevrolet and Ford,” he went on, “are out to be No. 1 or else” — 

Mr. Curtice. Chevrolet has been No. 1 for all the years past, so it 
must have been the other one who was going to be No. 1. 
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Senator O’Manoney. Mr. Curtice, I don’t want to get into an argu- 
ment with you 

Mr. Curtice. I am just making an observation. 

Senator O’Manonrey. But you presented a chart here the other day 
which showed that Ford was way ahead of you for one period in the 
past. 

Mr. Currice. That was the difference between 55 and 60 percent of 
the business at one time. 

Senator O’Manoney. That was your testimony; then Ford was 
ahead of you. Now Ford wants to get back that position. 

Mr. Currice. That is right. 

Senator O’Manonry. And isn’t it true that the automobile dealers 
of the country and the economy of the country are suffering ? 

Mr. Curtice. I don’t think so. 

Senator O’Manoney. Well, we will argue that later on, sir. I sub 
mit that the telegram which you have now sent to your dealers is 
testimony at least that this hearing has been productive of a slight gain 
for the automobile dealers of Americ a, for the General Motors dealer S. 
I hope that Ford will promptly take cognizance of what you have done, 
and Chrysler likewise. 

O’Mahoney’s charges— 
the Rocky Mountain News goes on— 

O’Mahoney’s charges that credit is being overextended is not backed up by 
repossession records in the Denver area, the dealers said. The dealers said the 
couldn’t speak for the independent used-car dealers, but that repossessions of new 
ears sold by new-car dealers were extremely low. 

The GM dealers also said that there was absolutely no pressure from the com- 
pany to use General Motors financing services or sell General Motors insurance 

“Of course,” one of them said, “it’s to our financial advantage to use GM 
financing and insurance, but we are not required to. In fact, I don’t remember 


that it has even been mentioned for months. We are free to use any financing 
company and any insurance company, and many of us do.” 


So you see, Mr. Curtice, I do not hesitate to put in a point of view 
which is contrary tomy own. That is the only way we can get together. 

Mr. Currice. I think your view will coincide with that when we 
have had the opportunity of making a presentation on our GMAC 
financing. 

Senator O’Manoney (reading) : 


Another dealer said it was getting harder and harder to find good prospects, 
simply because of the extremely heavy new-car sales of the last 2 years. 

Many new-car buyers should have bought used cars during the last 2 years, he 
said. Now, when they would like to buy a new model they find they still owe too 
much on their present car to make an advantageous trade. 

All of the dealers said they were not receiving more cars than they ordered, but 
many of them said it was difficult to get the factory to send them cars that were 
not loaded with accessories. 

LOADED CARS 


“Obviously,” a dealer said, “a loaded car means more profit to the manufac 
turer than does a plain car. But, it’s hard to convince a buyer that he should 
take several hundred dollars worth of extras he doesn’t want and didn’t order. 

“Sure, the factories will take our orders for a plain car, but by the time they 
get around to sending it to us, our customer has gotten tired of waiting and 
gone someplace else.” 


I interject for the benefit of General Motors, maybe the Ford, maybe 
the Studebaker, Nash, is it or what is that? 
Mr. Burns. Studebaker-Packard. 


| ) 
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Senator O’Manoney. Studebaker-Packard. 

Mr. Curtice. We have plain cars. We have cars equipped with few 
or many accessories but the demand is very low for what you term a 

“plain automobile,” on the part of the dealers. They don’t want them, 
and neither does the public. 

Senator O’Manonry. This dealer, of course, was not of that point 
of view and I didn’t pick him—you know I am not giving you hand- 
picked testimony. 

Mr. Currice. That is right. 

Senator O’Manoney (reading) : 

Some of the dealers said that bootlegging of cars rapidly is becoming less 

nportant, simply because the dealers were being forced to sell just as cheaply 
as the : bootleg rvers, 

“Of course,” a dealer said, “bootleggers can advertise ridiculously low prices 


prices we simply cannot meet—but when the deal is figured up the bootlegger 
tually gets more than a new-car dealer.” 


This is still quoting a dealer, a General Motors dealer. 


“He does this by giving a small trade-in allowance and by tacking on high 
finance charges—all of which the buyer pays, directly or indirectly.” 

Mr. Currice. Sir, I would just remind you that in the statement 
which I presented to the committee Friday afternoon, I pointed out 

hat in the first 9 months of this year the dealers, General Motors 
ae, showed profits of $414 million. So that I think those trades 
must be very profitable trades because they add up in the profit and 
loss statement on a very satisfactory basis for our dealers. I know 
nothing about the other dealers in the industry. 

Senator O’Manoney. Your dealers do not say that. 

And one thing that you must be impressed with, I am sure, Mr. 
Curtice, is the fact that so many of your dealers communicate with 
us and say, “Do not use my name.” 

Mr. Curtice. But I have no knowledge of the numbers or who they 
ire. 

Senator O’Manonery. No, of course you do not. Of course you do 
not. 

Mr. Currice. I say that the vast majority of our dealers are not 
communicating with you, on that basis, that they are very, very well 
pleased —— 

Senator O’Manoney. You would be surprised if you could read 
my mail. 

Mr. Curtice. With the relationships which they have had with 
General Motors over a long period of time, and as of today. 

I have a great many wires, telegrams, resulting from the news of 
last Friday’s meeting, just to the contrary of the letters that you 
are referring to. 

Senator O’Manoney. Would you mind telling us how many of 
those you have? 

Mr. Curtice. I don’t have a tabulation on them. 

Senator O’Manoney. Did you bring one with you? 

Mr. Curtice. I have one here. It is from Casper, Wyo. 

Senator O’Manoney. Good. [ Laughter. ] 

Mr. Curtice. Would you like me to read it? 

Senator O’Manonry. Why, of course. 
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Mr. Currice (reading) : 


Just for the record I desire to advise you that I take exception to, and resent 
the public attack on General Motors Corp. My association with Cadillae motor 
car division as a dealer stretches over 21 years, through bad times and good 
I have always found the company fair and equitable. My association has been 
both profitable and enjoyable. 

While there may be problems between dealers and the company, these are such 
as can be and should be negotiated and worked out privately and I am sure 
that most dealers feel the same way and condemn harassment and public scandal 
resulting from what must be political opportunism. 

If I can be of help, please advise. 

Also for the record this telegram is voluntary and unsolicited. 

Signed by “Mel Collier of the Mel Collier Motors, Casper, Wyo.’ 

Senator O’Manoney. | observed with a great deal of interest and 
satisfaction that he makes the same suggestion which I made to you 
last week, that this was a matter to be worked out between General 
Motors and its dealers. Of course, he says privately. 

Mr. C1 RTICE, That is right, individu: ally. 

Senator O’Manoney. But your testimony to us last week was, Mr. 
Curtice, that you do not deal with your dealers when they come to 
you as a group, but you deal with them only as individuals. 

Mr. Currice. Oh, yes, we deal with them as a group in our dealer 
council but the franchises we have—— 

Senator O’Martoney. Do you have any more? 

Mr. Currice. Are with individual dealers. 

Senator O’Manonry. Do you have any more telegrams from Wyo- 
ming or elsewhere / 

Mr. Currice. I have a great many. 

Senator O’Manonry. How would you like to give us those tele 
orams/ 

Mr. Hogan. I would think if the dealers—if you wanted telegrams, 
we could suggest to the dealers over the radio and the lke that you 
might be interested. 

Senator O’Manonry. Have you not already suggested it? 

Mr. Hogan. No, sir, we have not. 

Mr. Courtice. No, si 

Senator O’Manonry. This is a telegram I received this morning. 
Since we are swapping telegrams in public, you will be interested. 

This comes from New York, December 5. It was received on De- 
cember 6. 

Senator O’MAHONEY, 
United States Senate Committee, 
Washington, D. C.: 

Received telephone call from district manager, blank division, GM Corp., 
“suggesting” that we send telegrams to top GM officials, telling them, “in our 
own words,” that we are “behind them and their dealer policies.” You can imagine 
I was not the only one called. Suggest =~ when GM presents flock of telegrams 
showing how “happy” their dealers are, that each dealer get a questionnaire 
from Congress which can be sent back in a plain envelope asking their true 
feeling whether or not they were requested to send the telegram. 

Signed “John Doe.” 

Mr. Curricr. That is signed “John Doe.” ? 

Senator O’Manonery. Of course, a General Motors dealer who is 
afraid of reprisal. 

Mr. Curricr. I deny that there has been any request generated for 
telegrams. If we had, we would have many, many thousands of them. 
There is no question about that. 


a" 
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senator O’MAHONEY. Will the press please take notice that Mr. 
Harlow Curtice, president of GM, advises all General Motors dealers 

roughout the United States that no wire has come from General 
\otors asking for such telegrams as have been suggested in this one 
nere. 

\ir. Currice. That is correct. 

Senator ¢ MAHONEY. This is a matter of telephone calls from dis- 

t managers. Now, lsuggest 

Mr. Curtice. I deny that any request has been generated from 
(Jeneral Motors officials. 

Senator O’Maneney. And if any, if any district manager in the 
[ ted States by telephone communicated such a request to any (ven 
e] ul Motor: dealer, do you here and how repudiate it, sir? 

Mr. Currice. Yes, { do; yes. 

Senator O’Manoney. Good. 

Mr. Currice. Because he Dey have done it on his own. I do not 

ow, but no suggestion from anyone in General Motors 

Senator O’Manonry. Now, then, do you suggest 

Mr. Currice. In the top organization. 

Senator O’Manonry. Do you then suggest to ali your district man 
iwers and all your zone managers that they make no such telephone 

ll to their dealers ¢ 

Mir. Curtrice. Yes. 

Senator O’Manoney. You do? 

Mir. Curtice. Yes, sir. 
Senator O’Manoney. That is progress. 
Mr. Currice. Because that would be the last thing I would want to 
do or want to have done by any members of the General Motors 
organization. 


Senator O’Manonry. Mr. Curtice, I congratulate you. I think this 


ie bre ik that all the motor dealers in Ameri a have been looking 
for, and I think it may mean that the concentration of control in the 


r-car industry, W hich has been built up, will how be modified SO 
we will have something more of the American way of life. 
Mr. Curtricr. Oh, I think we have had and will continue to have 
the American way of life 
Senator O’Manonry. Very well; we will go on with the testimony. 
Mr. Currice. In our relationship, General Motors relationship, 
th General Motors dealers. 
Senator O’Manonry. This was a very pleasant interlude in the 


ne 


ring 
Mr. Burns, will you proceed ? 
Mr. Hogan. Senator, may I correct one statement you made? You 
d something that the dealer contracts could be canceled without 
xt Now, the General Motors contracts, as distinguished from the 
rs, require cause for termination. 
Senator O’Manonery. Well, of course, that is a matter for court 
CISION. 
Mr. Hogan. Well, no. All you have got to do is read the contract. 
You cannot terminate a General Motors contract without cause. 
Senator O’Manonry. What is your objection to the statute of the 
State of Colorado? 


Mr. Hogan. Well, I will be very glad to give you a talk on that. 
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Senator O’Manoney. All right, we will have that talk a little bi 
later on. Let us go ahead with our procedure. 

Mr. Hogan. But I do not see anything objectionable to anybody 
who wants to try out the issue—— . 

Senator O’Manonry. Well, the dealers do, and we are here to find 
out what it is, and we will get to the contract in due course. 

Mr. Hogan. Yes. 

Senator O’Manonry. And you will have all the time you want, 
sir. 

Mr. Hogan. I do not know that you can say that the dealers do, 
and I do not see any criticism of our trying the issue out in court. 

Senator O’Manonery. All I can say is what they tell me, sir. | 
might add that if you were to look in the latest issue of Newsweek, 
which I read at my hotel last night, you will find that Newsweek 
consulted or says it consulted one of the leading GM dealers in the 
city of Washington, and he told Newsweek—who he is I do not 
know—that if he had taken his profits a few years ago instead of 
putting more investment in his plant, and gone off fishing, he would 
be much better off than he is today. 

Mr. Hogan. In what way, Senator? Better off in what way? 

Senator O’Mauonry. Ask Newsweek, do not ask me. I am no- 

Mr. Currice. Yes; I would like to know in what way he would have 
been better off, because his profits have been continuous and sizable, 
and if he has put his money into a good, sound investment in real 
estate or facilities, they are marketable at full value. 

Senator O’Manoney. Well, of course, that is not the testimony. 

Mr. Curtice. If he would just communicate with us, we will 
arrange very quickly for— 

Senator O’Manonry. What shall we do for Mr. Lee Anderson of 
Lake Orion? What shall we do for him about the investment that 
he has ? 

Mr. Curtice. Oh, I think his investment—— 

Senator O’Manoney. In that wonderful place 4 

Mr. Curtice. His investment will be put to very good use. 

Senator O’Manoney. Well, will he get a profit out of it ? 

Mr. Curtice. I would think so. 

Senator O’Manoney. Youdo? 

Mr. Curtice. I would think so. 

Senator O’Manonery. I hope General Motors will do something 
for Lee, because he is a plain-speaking gentleman. 

Mr. Curticr. He has never liked us, you know. 

Senator O’Manonery. But he made a lot of sales for you. 

Mr. Curtice. He does not like us. 

Senator O’Manrioney. He madea lot of sales for you. 

Mr. Curtice. I think it is too bad to have someone 

Senator O’Manoner. He tried. 

Mr. Curtice (continuing). To be enfranchised as a dealer for 
General Motors and have such great dislike for everything that Gen- 
eral Motors stands for or does. 

Senator O’Manonery. He tried, and he tried, and he tried for years 
privately with his “Arithmetic of Disaster”—— 

Mr. Curticr. Yes, but wait 

Senator O’Manoney (continuing). To persuade General Motors to 
change its plan. He did not succeed. But today you have announced 
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change of plan, and I congratulate you on that, and I think it is due 
largely to what Mr. Anderson and other witnesses said. 

Mr. Curricr. Senator, we will document each one of the cases as 
represented by the witnesses, if given the opportunity. ae 

Senator O’Manoney. Oh, you will have all the opportunity in the 
world, sir. . 

Mr. Currice. And I just ask you, don’t foreclose in your judgment 
intil you have seen the other side. There are always two sides to the 

isc. 

Senator O’Manoney. O.K.; there always are. 

Mr. Curtice. Yes. 

Senator O’Manoney. Proceed, Mr. Burns. 

Mr. Burns. We have asked Mr. Albert Bradley to be the witness 
this morning in pursuance of our plan of studying the operations of 
General Motors Corp. 

The plan is to interrogate different officers with respect to the par- 
ticular responsibilities which go with the position they occupy. 

Some of the questions will, of course, be within the jurisdiction of 
more than one officer, and in some instances the person being interro- 
cated may wish to have assistance from members of the staff. 

We, of course, are very happy to have any assistance for the par- 
ticular witness who is asking the question, and also in case informa- 
tion is not readily available, to have it supplied at a later date. 

This hearing will not, of course, conclude the study of concentration 
or the study of this corporation. 

The reason for calling Mr. Bradley is that he is the executive vice 
president and chairman of the financial policy committee. 

Mr. Bradley, in order that the record may show your association in 
the corporation, will you tell us how long you have been executive 
vice president ? 

Mr. Braptey. Since November 2, 1942. I might add, though, at 
that time I was on the operating side—I have been executive vice 
president since November 2, 1942, but at that time I was on the operat- 
ing side in charge of the car and truck group and other operating 
activities, 

Since, let’s see, since June 1946 I continued as executive vice presi- 
dent, but was transferred back to the financial staff as chairman of 
the financial policy committee, that being the ranking financial office 
in the corporation. 

Mr. Burns. Well, during the time you were in charge of the car 
and truck group, was the authority of that position the same as is now 
held by Mr. Louis Goad ? 

Mr. Braptey. That is correct. 

Mr. Burns. Well, under your organization chart the title for his 
position is “in charge of automotive and parts division.” Is that 
what your job was at that time? 

Mr. Braptey. Yes, it included that. And then there were two 
executive vice presidents, Mr. Hunt and myself. And along with 
the president, we could take care of any matters which came up. 

Mr. Burns. On the organization chart that was put into the record 
with Mr. Curtice’s statement, under chart 2, it shows that the trucks 
come under a different division now, under the Dayton household 
appliance and GMC truck group, which appears to report directly 
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to the president rather than to the executive vice president in charge 
of automotive and parts division. Is that a change? 

Mr. Brapiey. That is a change. 

Mr. Burns. When did you first go with the General Motors? 

Mr. Braptey. In May 1919, I was employed by the comptroller as 
«a member of his staff. A couple of months later I was made assist 
ant comptroller, and subsequently assistant treasurer, then general] 
assistant treasurer. Andon May 9, 1929, I was appointed vice presi 
dent in charge of the finance staff. 

Mr. Burns. Most of your experience with the corporation has bee 
on the financial side? 

Mr. Braptey. That is correct, although I have been on the opera 
tions policy committee also, and on the various policy groups. For 
example, I have been on the engineering committee since it was first 
created in the early thirties, the distribution groups, and so on. So 
ve don’t operate in watertight compartments. 

Mr. Burns. Who was the comptroller when you were appointed ? 

Mr. Braptry. Mr. M. L. Prentis was comptroller when I first went 
there, and was then the treasurer. He retired a few years ago. 

Senator O’Manonry. Are you an engineer? 

Mr. Braptey. No. I did take some engineering in college, but I fol 
lowed the finance end more than the engineering end. 

Mr. Burns. We would like to have for the benefit of our record for 
further study by the subcommittee a description of the functions of 
the finance policy committee of which you are the chairman. Mr. 
Curtice did allude to that in his statement, and we would have to have 
an elaboration of that to illustrate the type of problems which come 
before that committee which vou have to consider. 

Mr. Braptey. I think I will mention the operations policy commit- 
tee, too, because there are two committees of the board: The operations 
policy committee and the financial policy committee—the member 

hip of both committees all being directors who, subject to the direc 
tion of the board, h: indle the affairs of the business. 

The financial policy oo determines financial policies, and 


manages all of the financial affairs, all accounting policies, and pro 
cedures, and the various ee officers like the vice president, the 
staff, the treasurer, the comptroller, the divisional comptroller, and 
other financial officers all report to it through the chairman. 


The ean policy committee has charge of the operations such 
as the manufacture, design, sale of the product, and the staff activities, 
such as research, distribution, and so on. In fact, it has all of the 
functions except those assigned to the financial policy committee, 
which include the financial and legal affairs. However, the financial 
policy committee approves all appropriations, but de legates to the 


operations policy committee all items that are not over a million 
] ‘ 
dollars. 


The GMAC and the insurance subsidiaries all report to the financial 
policy committee, as do the general counsel and the legal staff. 

The operations policy committee consists of 11 full-time executives 
who are all directors of the corporation. The financial policy com- 
mittee, on the other hand, has only three full-time directors who are 
members. That is the chairman, Mr. Donner, and Mr. Curtice. The 





er times wien snk ded. All of its actions are reported to the board 
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ordination between the 2 committees comes about through there 

ng 3 of us who are members of both committees. 
| he total membership of the financial policy committee is 10. And 
iddition to the three I have just mentioned, there are Mr. Sloan, 
tirman of the board. and Donaldson Brown, who retired from active 
lutv in 1946, and who continue to be large stockholders; Mr. Henry 
\lexander; and Mr George Whitney. They are with J. P. Morgan & 
And from the Du Pont Co. we have Walter S. Carpenter, Jr.. 
rman of the board, and Lammot Du P. Copeland, who is chair 

n of the finance inl committee. 
Then in addition we have Gen. Lucius Clay, chairman of Con- 
tal Can. Sothe membership of the financial ommittee has a very 
oad business experience, and most of them have a very long associa- 
with Genera | Motors. 


Che finance ial police Vy comm! ittee meets reoularly once a month and at 


nthly. 


| might mention that our operations are all over the world, and so 
financial jurisdiction covers the activities outside of the United 
tes as well as within the United States. Our foreign 


ae is 
running at the rate of about a billion dollaa s. and 


ve have some 
OOO ¢ mploye S overseas, but the same procedures that we have do- 
ti ally seem to work out in these other countries. 
Do you want the reports the financial policy committee receives 
regularly ? 

Mr. Burns. Yes, you might as well describe the activities. 

Mir. BrRapLey. Well, in order to take care of its activities . the finan 
cial policy committee receives detailed statements of ‘arnings by 
divisions, their forecast earnings—we run on the basis of t months’ 
forecast corrected as often as necessary sie e capital position in relation 
to approved or considered capital expendi tures; our cash and cash 
investments: and forward commitments. So that lina reports as to 
the progress of each division and the forecasts, along with their inti 
mate knowledge of our affairs, give them a pretty good picture of the 
operations of the corporation in sufficient detail to know whether the 
are looked after properly. 

- . case of our capital expe we tures, we work on the basis of 
9- * forecast, which is necessary for planning purposes, And we 
t: i th: at into account in projecting our cash position. 

Mr. Burns. I want to ask you some specific questions about that, 
so we will hold that and then come to it later 

Mr. Brantey. The financial policy committee also makes recom 

ndations to the board on dividends, retention of earnings, and gives 
onsideration to the reports of the finance and insurance poor age 

nd the acquisition and Repueal of properties are all within 
risdiction of the financial policy committee. 

[It makes recommendations to the board in connection with any new 

tal required, such as preferred stock or bonds or common stock 
Tel ines this last vear. 


41 
LILe 


Phe financial policy committee also has supervision over the corpo- 
ration’s bank balances, distribution of our cash, and authorizes any 
ontributions of more than a hundred thousand dollars; up to that 
point it can be authorized by the operations policy committee. 
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Senator O’Manonry. What do you mean by “contributions?” 

Mr. Braviey. We have an educational program where we are co! 
tributing to several hundred colleges. 

Then there are community funds—items of that kind which in th 
aggregate run into considerable sums. 

And the Operations Policy Committee takes up to $100,000 and 
above that it comes up for further authorization by the financial policy 
committee. 

Then there are such other matters as savings-stock purchase plans, 
etc. That it has to pass on. 

I think those are about the high spots. 

Mr. Burns. I will ask further questions. If any additional points 
occur to you, you may add them. 

Ifow long have you been a member of the board of directors? 

Mr. Braptey. Since 1933. 

Mr. Burns. Yes? 

Mir. Braptey. November 6, 1933. 

Mr. Burns. Mr. Chairman, I requested Mr. Hogan to bring with 
him some information, which he has done, and he has at my request 
produced a document that I would like to put into the record, Hold- 
ings of General Motors Common Stock of the Directors, as of two 
dates, February 29, 1940, and January 31, 1955. 

I would like to have that included in the record. 

Senator O’Manrionry. It may be received. 

(The document referred to is as follows:) 





we 
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Shares of GM common held beneficially 












In terms of $124 par In terms of $1°4 par 
value stock value stow): ! 
Director Director 7 . ——< 
As of Feb As of Jan As of Feb As of Jan 
29, 1940 31, 1955 24, 194 #), 1954 
( Alexande 2 3M 23, 71¢ 4, 2R1, 454 
4 G. Bishop 120, 000 7, 395 
A idley 146, 25¢€ 110, 2 109, 290 
don brow! 1, 394, 292 410, 2¢ 4, 500 
\ 3. Carpenter, Jr 4 SK 
D. Clay " $68, 85S 0), S58 
P. Copeland 4, QU ) 240, 00K 
Marvin E. Coylk 53, 298 108 
i H. Curtice 45, 89 fit 
G. Donne 26, 52 M), OOK 2, 460, OOF 
W Douglas 300 18, 564 
I Por 1, 27 11, 772 48, 426 
y tu Por 55, 032 19, 560 750 ) 
y F. du Pont 156, 000 157, 188 
ju Pont... 219, 744 john J, Schumann, Jr 100, S72 (4) 
S. du Pont 918, 126 ( Sherrod E. Skinner. 16, 875 
r. Fisher, Jr 2 750 Alfred P. Sloan, J1 3, 826, 170 ? 2, 624, 001 
rd F. Fisher 2 17, 202 John Thomas Smith 753, 486 
I’, Fisher 391, 194 86, 337 Charl s G, Stradella 12, O69 
\. Fisher 212, O7E Georgo Whitney 3, OOF 3. 000 
C, Goad 40, 599 Ivan L. Wiles 10, 023 
F Gordor 2) 6, 546 Charles E. Wilson 123, 942 
iH. Grant = ; 
( FE. Hunt 63, 73¢ Total 17, 227, 1le 10, 439, 526 
hns 96, 444 Percent 6.7 3 
I Keatil 26, 883 
Each share of the $10 par value common stock which was outstanding in 1940 was reclassified and changed 
2 es of $5 par value common stock as of Oct. 2, 1950; and each share of the $5 par value common stock 


lassified and changed into 3 shares of $134 par value common stock as of Sept. 30, 1955 
t a director in 1940 
t a director in 1955 
hares owned beneficially as of Mar. 7, 1955. 
if Jan. 31, 1955, Prime Securities Corp., of which Charles T. Fisher, Jr., is a director, officer, and 
kholder, »wned 94,800 shares of common stock of General Motors Cor} As of that date, the outstand- 
g tal stock of Prime Securities Corp. consisted of 33,700 shares of which Mr. Fisher owned 2,700 shares 
reneral Motors Corp. is advised that the inclusion of the foregoing information shall not be construed as an 
on by Mr. Fisher that he is, for the purpose of sec. 16 of the Securities Exchange Act, the benef 
wner of any of the foregoing shares of common stock of General Motors Corporation held by Prim 











e se- 


curities Corp. 


Includes 3,443,670 common shares in 1940 and 3,271,170 common shares in 1955 owned directly or in- 

tly by C. F. Kettering, Inc. The outstanding capital stock of C. F. Kettering, Inc., in both years con 
10,000 shares, of which Charles F. Kettering owned 5,000 shares in 1940 and 3,000 shares in 1955 

3,450,018 shares in 1940 and 2,335,134 shares in 1955 owned directly or indirectly by Newcastle 





As of Feb. 29, 1940, the outstanding capital stock of Newcastle Corp. consisted of 9,750 shares of 
1 stock, of which Alfred P. Sloan, Jr., owned 4,880 shares. As of Jan. 31, 1955, the outstandi 
| stock of Newcastle Corp. consisted of 7,300 shares of common stock, of which Alfred P. Sloan, Jr 
4 


owned 3,274 shares, 


Senator Kerauver. I am not sure that I understand this—just 
what is this ? 

Mr. Burns. I am going to ask Mr. Bradley to explain it. I re 
quested Mr. Hogan to bring with him the information as to the 
number of shares of General Motors stock held by each of the directors 
of the corporation, and I also fixed an earlier date for purposes of 
comparison, in order to see what changes have taken place in the 
number of shares controlled by members of the board of directors. 

And we selected these two dates because the information appeared 
to be available in their records and could be easily compiled for our 
purposes. 

Senator Krerauver. This says “held beneficially.” Does that mean 
it is held for someone else ? 

Mr. Hocan. May I answer that? This is the copy from the in- 
formation that we furnished to the stockholders with our proxy state- 
ment. 
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The SEC rules, so far as beneficial ownership is concerned, is the 
broadest type. The » corpor: itl ion does not keep t this information as 
such. It ismade up in connection with annual meetings and Mr. Burns 
suggested that we take it from the annual meeting of 1940 and the 
annual meeting of 1955. 

Where “benelicial” is used, that is a broader interpretation of the 
SEC. You will notice that we have translated the shares into the 
present stock, so that it would be better for compart ative purposes. 

Senator OManonry. Will you raise your voice, Mr. Hogan? I did 
not get that last sentence. 

Mr. Hogan. We have translated the stock into the present stock 
so 1¢ would be more comparable. 

Senator O’Mauonry. That is to say, the column headed “1955” is 
in terms of the present stock ¢ 

Mr. Hocan. The present stock; yes, sir. 

Senator Keratvver. Mr. Chairman. I would like to ask also that 
they put down who these people are. I think we know most of them. 

Vir. Burns. These are all directors on this particular sheet. 

Senator Krrauver. And what position they are in. Isee Mr. Henry 
\lexander. I happen to know him very well. He is president of 
J.P. Morean Co.. I believe. 

Senator O'Matnoney. We have the information handbook of the 
General Motors, in which the answers to your questions are all con- 
tain ied. n% vill see that you have a COpPV, probably in your ollice. We 
will give you a copy. 

Mr. Hogan. Senator, we will furnish any additional information 
on that score that Senator Kefauver wants. 

Senator O’Manonry. Thank you, Mr. Hogan. You have been 
very cooperative in this matter. 

Mr. Hogan. I don’t think that this gives you the information that 
you want. We will furnish it, I think I know what you want. 

Senator Kerauver. What I would like to know, if they would fur- 
nish it—it does not seem to be here-—I think it might be of interest 
and worth while knowing just what the position and the connection 
of these various people are. 

Mr. Braptey. What they were in 1940 and what they are now 4 

Senator Kerauver. I am only interested in what they are now and 
not 1940. 

Mr. Brapiey. Some of these in 1940 have passed away and others 
have retired. 

Senator OManonry. The point which ought to go into the record 
and which I understand you will supply is first with respect to the 
directors, the other corporate afiliations of the directors. 

Phis is all well known to you, Mr. Bradley. It does not appear 


from your handbook. But it was stated this morning; for example, 


you stated that you mentioned the names of two members of the 
board who are with the Du Pont organization. You mentioned the 
position of General Clay, as an officer of Continental Can, and such 
other business and industrial and banking affiliations of the direc tors. 
‘That is what I think should be in the record and I think that is what 
vou want; 18 1t not ¢ 

Senator Krrauver. Yes, that is what I want. 

Mr. Brapitey. Would you like that for 1940, what it was at that 
time’ Justthe present? Allright. 
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l think though, it struek me in view of the shrinkage in the total 
part of it is due to people who passed away and retired. So we might 
indicate that. 

Senator O’Matrionry. Yes. 

ring information referred to, as supplied by the General Motors 

Corp., is as follows. Additional material, compiled by the Legislative 

Refere pai rvice of the Library of Congress, is listed below. 


Directors of General Motors Corp 


lo convert into the equivalent number of shares of $1 


As of January 31, 1955, shares of stock of E. I. du Pont de Nemours & Co. were bene- 
ly owned by nominees as follows: Donaldson Brown, 20,000 common; Walter S. Car 
penter, Jr., 38,596 common, 117 preferred $4.50 series; Lammot du P. Copeland, 197,729 

ol Harlow H. Curtice, 20 common; Emile F. du Pont, 8,361 common, 15 preferred 





1.50 series; Henry B. du Pont, 13,052 common; Earle F. Johnson, 35,008 common 
Charles F. Kettering, 600 preferred $3,50 series (owned by C. F. Kettering, Inc.—see note 

; RK. Samuel McLaughlin, 1,000 common; John L. Pratt, 12,000 common, 100 preferred 
$4.50 series ; Alfred P. Sloan, Jr., 4,000 common. 


f January 31, 1955, shares of stock of Christiana Securities Co. were beneficially 
wwned by nominees as follows: Donaldson Brown, 438 common, 300 preferred; Walter 58. 
: arpenter, Jr., 1,599 common, 645 preferred ; Lammot du P. Copeland, 96 common; Emile 
| ’. du Pont, 250 common; Henry B. du Pont, 215 preferred; Alfred P. Sloan, Jr., 17 








As of January 81, 1955, shares of common stock of Delaware Realty & Investment Co 
vere beneficially wned by nominees as follows: Lammot du P. Copeland, 64,834, and 
Henry B. du Pont, 72,300. 

Lammot du P. Copeland, Emile F. du Pont, and Henry B. du Pont are “associates,” as 
defined by the proxy rules of the Securities and Exchange Commission, of each other, and 
they are also associates of Donaldson Brown. These 4 nominees have other individual 
associates, several of whom are associates of all 4. In addition, Lammot du P. Copeland 
and Henry B. du Pont have other corporate associates (none of whom are associates of 
Donaldson Brown) some of whom are associates of both. These other individual and 
corporate associates of these 4 nominees held in the aggregate as of Deeember 31, 1954, 
the following shares of securities, some of which are held in trusts in which certain 

sociates have only a limited interest : 
Company Shares 
General Batare: Ceri: GN soi he atic 120, 435, 871 
General Motors Corp. preferred $5 series______~-__- ar 5. 881 
E. I. du Pont de Nemours & Co. common __-__---~-_-----~ --. 73415, 419, 788 
E. I. du Pont de Nemours & Co. preferred $4.50 series____-— 25, 393 
Christiana Securities Co. soaianian ia on i a a aes 266,548% 
Christiana Securities Co. 7 percent cumulative prefe Tred___-__- 348, 984 
Delaware Realty & Investment Co. common___-__-__--_---_-_-~- 5 250, 919 
| The foregoing holdings include the substantial holdings of the associates who are 
| named below: 


'E. I. Dupont de Nemours & Co. owned 20 million shares of common stock of 
General Motors Corp. (see note 4 below). 

4Christiana Securities Co. owned 12,199,200 shares of common stock of E. I. du 
Pont de Nemours & Co. 

® Delaware Realty & Investment Co. owned 1,217,920 shares of common stock of 
E. I. du Pont de Nemours & Co. and 49.000 shares of common and 43,500 shares of 
preferred stock of Christiana Securities Co. 

‘William du Pont, Jr., owned 8,000 shares of common stock of E. I. du Pont de 
Nemours & Co. In addition, William du Pont, Jr., is president and has voting con- 
trol of a holding company of the Delaware Trust Co. which held as trustee 1,162,588 
shares of common stock of E. I. du Pont de Nemours Co. in which William du Pont, 

r., has a 60 percent life interest in income after payment of $24,000 annuities from 
(Footnotes continued on p. 3570.) 
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Directors of General Motors Corp.—Continued 


Shares of Genera 
Motors Corp. stock 


Year owned beneficially 
Name and principal occupation or employment } first as of Jan. 31, 1955 
ecame|___ scniiaiiaeaediliia 
director} 
Preferrs 
C ni . 
ommo $5 serio 


Lucius 1), Clay, chairman, board of directors, Continental Can Co., Inc., 
ianufacturers of metal and paper containers; member of financial pol- 

cy committee, General Motors Corp 1951 100 
Lammot du P. Copeland, vice president, director, and chairman of finance 
committee, E, I. du Pont de Nemours & Co., chemical manufacturers; 
ember of financial policy committee and bonus and salary committee, 


General Motors Corp, 2, 1944 1, 400 
Harlow H. Curtice, president and chief executive officer; chairman, oper- 
itions policy committee and administration committee; member of fi- 
nancial policy committee 2 1940 15, 297 
Frederic G. Donner, vice president in charge of finance; member of finan- 
| policy committee, operations policy committee, and administration 
omunittee 1942 &. 840 
Lewis W. Douglas, chairman, board of directors, Mutual Life Insurance 
Company of New York, insurance; chairman, board of directors, South- 
n Arizona Bank & Trust Co., banking; member of audit committee 
General Motors Corp. 1944 100 


Emile F. du Pont, director ofemployee relations department, director and 
member of finance committee, E. 1. du Pont de Nemours & Co., chem- 

] manufacturers 2, 1955 5 425 
Henry B. du Pont, vice president, director, and member of executive 
ummittee, E. I. du Pont de Nemours & Co., chemical manufacturers; 


mber 


member of bo:.us and salary committee, General Motors Corp. 23 1938 6, 520 
Charles T. Fisher, Jr., president and director, National Bank of Detroit, | 

banking; member of audit committee, General Motors Corp- - 1954 6 250 
Edward F. Fisher, officer and director, Fisher & Co., Inc., whose income is 

derived primarily from real estate rentals; officer and director, Gar Wood 

Industries, Inc., manufacturers of heavy equipment-.---- ---| 1942 5, 734 
Lawrence P. Fisher, officer and director, Fisher & Co., Inc., whose income 

is derived primarily from real estate rentals_-__- 1924 28, 779 


Louis C. Goad, executive vice-president in charge automotive and parts 
divisions; member of operations policy committee and administration 
COMMING. a is cate ncancncnd wicmbd aekncaam arated ian eee 1946 13, 533 j-. 


income; and held as trustee 98,900 shares of common stock of E. I. du Pont de 
Nemours & Co. in which he has a 100 percent life interest in income. General 
Motors Corp. is advised that the inclusion of the foregoing information shall not be 
construed as an admission by E. I. du Pont de Nemours & Co. or by William du Pont, 
Jr., that the latter is, for the purpose of sec. 16 of the Securities Exchange Act, the 
beneficial owner of any of the above shares held by the Delaware Trust Co. 

5 Includes « total of 85,000 shares of common stock of Delaware Realty & Invest- 
ment Co. held in trusts in which Hugh R. Sharp, Jr., has a vested remainder interest 
in 4% of the principal and a contingent remainder interest in the balance. He shares 
with others in the income from 2 of these trusts. 


*As of December 31, 1954, E. I. du Pont de Nemours & Co., an “‘associate” of Walter S. 
Carpenter, Jr., as defined by the proxy rules of the Securities and Exchange Commission, 
prior to the issuance to it of rights to subscribe to an additional 1 million shares of com- 
mon stock of General Motors Corp. and its exercise of such rights, owned 20 million 
shares of such common stock. Other associates of Walter S. Carpenter, Jr., owned 1,000 
shares of common stock of General Motors Corp., 55,500 shares of common stock and 500 
shares of preferred stock $4.50 series of E. I. du Pont de Nemours & Co., 948 shares of 
common stock of Christiana Securities Co. and 32,500 shares of common stock of Delaware 
Realty & Investment Co. 
Shares owned beneficially as of Mar. 7, 1955. 
As of Jan. 31, 1955, Prime Securities Corp. of which Charles T. Fisher, Jr., is a director, officer, and 
stockholder, owned 31,600 shares of common stock of General Motors Corp. As ofthat date, the outstanding 
capital stock of Prime Securities Corp. consisted of 33,700 shares of which Mr. Fisher owned 2,700 shares 
General Motors Corp. is advised that the inclusion of the foregoing information shall not be construed a 
anadmission by Mr. Fisher that he is, for the purpose of sec. 16 of the Securities Exchange Act, the beneficia 
owner of any of the foregoing shares of common stock of General Motors Corp. held by Prime Securiti« 
Corp. 

7 Includes 1,090,390 common and 11,522 preferred $5 series shares owned directly or indirectly by C. F 


Kettering, Ine. As of Jan. 31, 1955, the outstanding capital stock of C. F. Kettering, Inc., consisted of 


10,000 shares, of which Charles F. Kettering owned 3,000 shares. 

§ Includes 778,378 shares owned directly or indirectly by New Castle Corp. As of Jan. 31, 1955, the out- 
standing capital stock of New Castle Corp. consisted of 7,300 shares of common stock, of which Alfred P. 
Sloan, Jr., owned 3,274 shares. 


Norr.—Information as to security holdings of the nominees and their “associates’ as 
shown in footnotes 2, 3, and 4 to the above tabulation includes security holdings in 
E. I. du Pont de Nemours & Co., Christiana Securities Co., and Delaware Realty & Invest 
ment Co., because of the requirements of the Securities and Exchange Commission that 
companies soliciting proxies state certain information with respect to their “parents.” 
The word “parents” is defined in terms of control, and the information is given only 
because of the Commission's concepts of control. It has been consistently denied in prior 
statements and reports filed at the Commission’s direction and in other documents, and 
it is now denied, that General Motors Corp. is controlled by E. I. du Pont de Nemours & Co. 
Such denial also applies to Christiana Securities Co. and Delaware Realty & Investment Co. 
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Directors of General Motors Corp.—Continued 





Shares of General 
Motors Corp. stock 
Year owned beneficially 
Name and principal occupation or employment aoe 4 aS Pe he See 
director 7 
Common! | Freferred 
$5 series 
1 F. Gordon, vice-president; group executive, body and assembly 
ivisions group; member of operations policy committee and administra- 
committee 1951 2, 182 
i E. Hunt, retired; member of audit committee, General Motors 
Corp 19:34 22, 912 
Earle F. Johnson, retired; member of bonus and salary committee, General 
Motors Corp.2 E : 1946 $2, 148 
mas H. Keating, vice president, general manager, Chevrolet motor 
jivision; member of operations policy committee and administration 
mittee o ~ 1954 & O61 
; F. Kettering, research consultant 2 1920 7 1,093, 818 711,949 
H. Kindl, vice president; group executive, overse nd Canadia 
ip; member of operations policy committee and administration com- 
tee sat 1951 2, 465 


M. Kyes, vice president; group executive, Dayton, household ap- 
ince and GMC truck group; member of operations policy committee 
i Administration committee _- 1954 1. 500 

1el McLaughlin, vice president; chairman, board of directors, 
eral Motors of Canada, Ltd., a wholly owned Canadian automotive: 





snufacturing and assembly subsidiary of General Motors Corp 1918 50, 286 
rd K. Mellon, chairman, board of directors, Mellon National Bank 

rust Co., banking; governor and president, T. Mellon & Sons, in- 

tment manag nt.. 1948 80. 000 


S. Mott, chairman, board of directors, United States Sugar Corp., 
ucer of raw sugar; director, water utilities in Illinois, Indiana, Mis 
souri, and New York; president, Charles Stewart Mott Foundatior 


charitable organization; chairman, audit committee, General Motors 








Corn 1917 820, OOK 
Cyrus R. Osborn, vice president; group executive, engine group; member 
f operations policy committee and administration committee 1951 6, 188 
J L. Pratt, retired 2 1923 216, 142 500 
s rod E. Skinner, vice president; group executive, accessory group; 
member of operations policy committee and administration committee 1951 5, 625 
Alfred P. Sloan, Jr., chairman, board of directors; member of financial 
\ nmittee; chairman, bonus and salary committee 1918 * 874, 667 


harles G. Stradella, president, General Motors Acceptance Corp., a 
wholly owned subsidiary of General Motors Corp., engaged in wholesale 


i retail financing service for dealers in General Motors products 1954 4,023 64 
teorge Whitney, chairman, board of directors, J. P. Morgan & Co. Inc., 
banking; member of financial policy committee, General Motors Corp 1924 1, 000 
L. Wiles, vice president; general manager, Buick motor division; 





er of operations policy committee and administration committee 1954 s, S41 


Of the foregoing nominees, Messrs. Emile F. du Pont, Thomas H. Keating, 
Roger M. Kyes, Charles G. Stradella, and Ivan L. Wiles, have been elected direc- 
tors of General Motors Corp. since the last annual meeting of stockholders. 

Mr. Emile F. du Pont, a director and member of the finance committee of 
E. I. du Pont de Nemours & Co. since 1944, was elected a director of General 
Motors Corp. on March 7, 1955, to fill the vacancy created by the resignation of 
Mr. Angus B. Echols who had been a director of General Motors Corp. since 1944. 
Mr. Echols was formerly a director, vice president, chairman of the finance com- 
mittee, and member of the executive committee of E. I. du Pont de Nemours & Co. 
from which he retired in 1954. Mr. du Pont has been associated with E. I. du Pont 
de Nemours & Co. since 1923, serving as director of employee relations, service 
department, from 1945 until July 1951 and thereafter as director of employee 
relations department. 

Mr. Keating, a vice president and member of the administration committee 
since July 1949, was elected a director of General Motors Corp. and a member 
of the operations policy committee on June 7, 1954. Except for a short period 
he has been associated with the corporation since 1917. His entire service has 
been with Chevrolet, and he has been general manager of the Chevrolet Motor 
division since July 1949. 

Mr. Kyes was actively engaged in the corporation's business from August 1948 
to January 30, 1953, at which time he resigned as a vice president and a member 
of the administration committee of the corporation to become Deputy Secretary 
of Defense. On June 7, 1954, he rejoined the corporation as group executive, 
Dayton, Household Appliance, and GMC truck group and was elected vice presi- 








e 
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dent, director, member of the operations policy committee and administrati 
committee 


Mr. Stradella, president of General Motors Acceptance Corp. since August 


1954 and a director thereof since 1940, was elected a director of General Motors 
Corp. on September 13, 1954, to fill the vacancy created by the resignation, upon 


his retirement, of Mr. John J. Schumann, Jr., formerly president of General 
Motors Acceptance Corp. Mr. Stradella joined General Motors Acceptance Corp 
n 1919 and was vice president in charge overseas branch operations in April 
1942 when he joined the overseas operations division of General Motors Corp 
He wis appointed manager of the New York staff of that division in June 1949, 
serving in that capacity until he assumed his present position in August 1954. 
Mr. Wiles, a vice president and member of the administration committee since 
September 1948, was elected a director of General Motors Corp. and a member 


of the operations policy committee on June 7, 1954. He has been associated with 
the corporation since 192S His service with Buick commenced in 1932 and 
he has been general manager of the Buick motor division since November 1948 


Boarp oF Directors OF GENERAL Motors Core.—SHOWING OTHER CORPORATE 
AFFILIATIONS 


(Compiled by Legislative Reference Service, Library of Congress) 


Alexander, Henry Clay, president and director, J. P. Morgan & Co., 23 Wall Street 

New York City 8; residence, Katonah, N. Y. 
Johns-Manville Corp., director. 
American Viscose Corp., director. 
Standard Brands, Ine., director. 
General Motors Corp., director. 

Bradley, Albert, executive vice president; chairman, finance policy committee 
member, administrative committee and operations policy committee and di- 
rector, General Motors Corp., 1775 Broadway, New York City 19; residence 

Mayfair Lane, Greenwich, Conn. 

Ethyl Corp., director. 

General Motors Acceptance Corp., director. 

General Motors Acceptance Corp., continental, director. 
General Motors Acceptance Corp., Delaware, director. 
General Motors Acceptance Corp., South America, director. 
General Exchange Insurance Corp., director. 

Motor Insurance Corp., director. 

Brown, Donaldson, member, finance committee and director, General Motors 

Corp., 1775 Broadway, New York City 19: residence, Port Deposit, Md. 
Kk. I. du Pont de Nemours & Co., director. 
National Association of Manufacturers, director. 
Gulf Oil Corp., director. 
Safe Deposit & Trust Co., director. 

Carpenter, Walter S., Jr., chairman, member finance committee and director, E. I. 
du pont de Nemours & Co., Du Pont Building, Wilmington, Del.; residence 
18th Street and Rising Sun Lane, Wilmington. 

General Motors Corp., director. 
Wilmington Trust Co., director. 
Diamond State Telephone Co., director. 
Christiana Securities Co., director. 

Clay, Lucius D., chairman and chief executive officer, Continental Can Co., 100 
East 42d Street, New York City 17; residence, 1040 Fifth Avenue, New York 
City. 

Marine Midland Trust Company of New York, director. 

Marine Midland Corp., Jersey City, director. 
Lehman Corp., director. 

Newmont Mining Corp., director. 

General Motors Corp., director. 

Central Savings Bank of New York City, trustee. 
Metropolitan Life Insurance Co., director. 
American Express Co., director. 

Copeland, Lammot du Pont, Secretary, member finance committee and director, 

E. I. du Pont de Nemours & Co., du Pont Building, Wilmington, Del. 
Christiana Securities Co., vice president, treasurer, and director. 
General Motors Corp., director. 

Wilmington (Del.) Trust Co., director. 
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Du Pont Co. (Canada) Ltd., director. 

Pennsylvania Railroad Co., director. 

Terminal Warehouses, Ltd., Toronto, Canada, director. 
Delaware Realty & Investment Co., president and director. 

Curtice, Harlow H., General Motors Corp. 

Donner, Frederic G., vice president in charge of finance, director, General Motors 
Corp. since 1941, member administration committee since 1941, financial and 
operations policy committee since 1946; director General Motors Acceptance 
Corp., Ethyl Corp, Home: Port Washington. 

Douglas, Lewis W., chairman and trustee, Mutual Life Insurance Company of 
New York, 1740 Broadway, New York City 19. 

Southern Arizona Bank & Trust Co., chairman. 

Memorial Hospital, member, advisory committee 

General Motors Corp., director. 

Academy of Political Science, president. 

Homestake Mining Co., director. 

Union Corp., Ltd., director. 

Employer Liability Assurance Corp., Ltd. (United States branch), chairman 
executive committee. 

International Nickel Co., director. 

Weekly Publications, director. 

Newmont Mining Corp., director. 

Rockefeller Foundation, director. 

Calumet Oil Co., director. 

Du Pont, Henry B., vice president, member, executive committee and director. 

E. I. du Pont de Nemours & Co., Wilmington, Del. 
North American Aviation, Inc., director. 
General Motors Corp., director. 
Wilmington Trust Co., director. 
Remington Arms Co., Ine., director. 
Christiana Securities Co., president and director. 

Fisher, Charles T., Jr., president and director, National Bank of Detroit, 660 
Woodward Avenue, Detroit 26. 

Detroit Edison Co., director. 
American Airlines, Inc., director. 
Briggs Manufacturing Co., director. 
Cunningham Drug Stores, Inc., director. 
General Motors Corp., member, audit committee and director. 
Federal Home Loan Bank of Indianapolis, public interest director. 
American Broadcasting-Paramount Theatres, Inc., director. 
National Steel Corp., director. 
Michigan Bell Telephone Co., director. 
Sheraton-Cadillae Corp., director. 

Fisher, Edward F., with Fisher & Co., 2605 Fisher Building, Detroit. 
Fisher & Co., Inc., vice president and director. 
General Motors Corp., director. 
Gar Wood Industries, Inc., president and director. 

Fisher, Lawrence P., General Motors Corp. 

Goad, Louis C., executive vice president and director, General Motors Corp., 
General Motors Building, Detroit 2 

Godfrey, Edward R., vice president (household appliances division) and director, 
General Motors Corp., General Motors Building, Detroit 2. 

Winters National Bank, Dayton, Ohio, director. 
Sheffield Corp., Dayton, Ohio, director. 
State Fidelity Federal Savings & Loan Association, Dayton, Ohio, director. 

Gordon, John F., vice president (body and assembly division) and director, Gen- 
eral Motors Corp., General Motors Building, Detroit 2. 

Fisher Body Corp., president. 
Fisher Lumber Corp., president. 
Fleetwood Body Corp., president. 

Hunt, Ormond E., General Motors Corp. 

Johnson, Earle F., General Motors Corp. 

Keating, Thomas H., General Motors Corp. 

Kettering, Charles F., director, General Motors Corp., Detroit 2. 

C. F. Kettering, Inc., chairman. 
Charles F. Kettering Foundation, vice president and trustee. 
Mead Corp., director. 
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Winters National Bank & Trust Co., chairman. 
Flexible Co., chairman. 

National Cash Register Co., director. 

Ohio State University, trustee. 

National Geographic Society, trustee. 

Thomas Alva Edison Foundation, president. 

Kindl, Carl H., vice president and director, General Motors Corp., General Motors 
Building, Detroit 2. 

Kyes, Roger M., assistant to president, Glenn L. Martin Co., Cleveland and 
Baltimore, 1928-30; assistant to vice president, Black & Decker Manufacturing 
Co., Towson, Md., 1930-32; vice president, Empire Plow Co., Cleveland, 1932 
$1; executive consultant Ferguson-Sherman Manufacturing Corp. (now Harry 
l’erguson, Inc.), Detroit, 1989-41; executive vice president and general man 
ager, truck and coach division, Pontiac, 1950; vice president General Motors 
Corp., 1950-53, vice president and director, executive in charge, Dayton, Ohio 
and household appliances divisions, and GMC truck and coach divisions, 
1954—. Deputy Secretary of Defense, 1953-54. Office: General Motors Corp 
Detroit 2. 

McLaughlin, Robert Samuel, chairman, General Motors of Canada, Ltd., Oshaw 
Ontario, Canada; residence, Parkwood, Oshawa. 

General Motors Corp., vice president. 

Dominion Bank (Canada), vice president and director. 

Canadian Pacific Railway, director. 

Canadian Consolidated Mining & Smelting Company of Canada, director. 
International Nickel Company of Canada, director. 

McIntyre-Poreupine Mines, Ltd., director. 

Moore Corp., Ltd., director. 

Mellon, Richard King, president and member board of governors, T. Mellon & 
Sons, 525 William Penn Place, Pittsburgh 30; residence, Huntland Downs, 
Ligonier, Pa. 

Aluminum Company of America, director. 
Mellbank Corp., president and director. 

Gulf Oil Corp., director. 

Pennsylvania Railroad, director. 

Pittsburgh Plate Glass Co., director. 

Koppers Co., Inc., director. 

Carnegie Institute, trustee. 

Carnegie Institute of Technology, trustee. 
General Reinsurance Corp., director. 

Mellon Institute of Industrial Research, trustee. 
Mellon National Bank & Trust Co., chairman. 
Pennsylvania Co., director. 

University of Pittsburgh, trustee. 

North Star Reinsurance Corp., director. 
General Motors Corp., director. 

Mott, Charles Stewart, president, C. S. Mott Foundation, Mott Foundation Build 

ing, Flint 3, Mich.; residence, 1400 East Kearsley Street, Flint 3. 
Northern Illinois Water Co., president. 
St. Louis County Water Co., director. 
United States Sugar Corp., chairman. 
Long Island Water Co., treasurer. 
General Motors Corp., director. 

Osborn, Cyrus R., vice president and director, General Motors Corp., General 
Motors Building, Detroit 2: residence, Martell Drive, Bloomfield Hills, Mich. 

Pratt, John Lowell, president and director, A. S. Barnes & Co., 232 Madison 
Avenue, New York City 16; residence, 46 Willow Street, Southport. Conn. 

Arlington Cemetery Co., vice president and director. 
Summerville Manufacturing Co., director. 

Skinner, S. E., vice president and group executive (accessory division), General 
Motors Corp., Detroit; residence, 625 Wildwood Drive, East Lansing, Mich. 
Sloan, Alfred Pritchard, Jr., chairman, General Motors Corp., 1775 Broadway, 
New York City 19: residence, Great Neck, N. Y. 

E. I. du Pont de Nemours & Co., director. 
J. P. Morgan & Co., director. 

Kennecott Copper Corp., director. 
Braden Copper Co., director. 


STUDY OF THE ANTITRUST LAWS 3575 
tradella, Charges G., president and director, General Motors Acceptance Corp., 
1775 Broadway, New York City; residence, 1165 5th Avenue, New York City 

General Motors Acceptance Corp., director. 
Whitney, George, chairman and member. executive committee, J. P. Morgan & 
Co.. 23 Wall Street, New York City 8; residence, Westbury, N. Y. 

Braden Copper Co., director. 

General Motors Corp., member, finance policy committee and director 

Kennecott Copper Corp., member, executive committee and director. 

Continental Oil Co., director. 

Consolidated Edison Company of New York, members, executive and salary 
committee, and trustee. 

Discount Corporation of New York, member, executive committee and 
director. 

Wiles, Ivan L., cost accountant, Marmon Auto Co., Indianapolis, 1922; public 
accountant, Lubrand, Ross Bros. & Montgomery, Chicago, 1923-25; assistant 
comptroller, Oakland Motor Car Co., Pontiac, Mich., 1928-52; Buick motor 
division, Flint, Mich., 1982-41; comptroller, 1941-48; general manager, Buick 
motor division, General Motors Corp., Flint, 1948—; vice president, General 
Motors Corp., 1948-, director, 1954-: trustee, Wabash College; vice president, 
United Welfare Fund. Office: Buick Motor Division, Flint, Mich. 

Sourees: Poor’s Register of Directors and Executives, 1955; Who’s Who in 

erce and Industry, 9th edition, 1955. 

Mr. Burns. I also would like to put in the record at this time a 
list which Mr. Hogan has furnished us of the 50 largest stockholders 
of record as of August 8, 1955. 

Mr. Bradley, is that based upon the number of shares presently 
utstanding / 

Mr. Brapiey. That is right; it is based on the split stock. 

Senator O’Manoney. That may be made a part of the record at 
this point. 

(The document referred to follows :) 


General Motors Corp. 50 largest stockholders of record, Aug. 8, 1955, in terms of 
$124 par value common stock * 








As percent 

Stockholder hares of shares 

outstand- 

ing ? 

du Pont de Nemours & Co., Wilmington, Del 63, 000, 000 22. 88 

I Shares, Inc., Wilmington, Del 7, 748, 529 2. 81 
Ke ring, Inc., Dayton, Ohio 2, 629. 470 95 
Corey & Co., care of Bank of Montreal, New York, N. ¥ 2, 410, 398 88 
( rles 8S. Mott, Flint, Mich 1, 998, 522 .73 
I lyn 1). Mendelssohn and others, trustees, Detroit, Mich 1, 843, 440 . 67 
Merrill Lynch, Pierce, Fenner & Beane, New York, N. ¥Y 1, 539, 288 . 56 

ng & Co., care of City Bank Farmers Trust Co., New York, N. Y 1, 454, 760 53 
Sigler & Co ire of Hanover Bank, New York, N. Y 1,350 852 49 
N tle Corp., New York, N. Y 1, 255, 908 46 

Mendelssohn and others, trustees, Detroit, Mich 1, 203. 000 44 
Commercial & Savings Bank, trustee, Flint, Mich 1, 060, 407 39 

1& Co., care of Bankers Trust Co., New York, N. Y 1 37 

1 P. Sloan Foundation, Inc., New York, N. ¥ 3 31 
rson & Co., care of Fidelity-Philadelphia Trust Co., Philadelphia, Pa 855, 789 31 

I & Co re of The Union Trust Co., Pittsburgh, Pa R55, 099 31 

idy & Co., care of Bankers Trust Co., New York, N. Y 830, 454 30 

rust of the Massachusetts Investors Trust, under declaration of trust 
i Mar. 21, 1924, Boston, Mass 825, 000 30 
) rrust Co., trustee, Detroit, Mich $13, 045 30 
Charles 8. Mott, trustee, Flint, Mich 684, 000 25 
N. V. Amsterdamsch, Administratiekantoor, Van Amerikaansche Waarden, 

Amsterdam, Netherlands 618, 897 22 
teere & Co., care of Girard Trust Corn Exchange Bank, Philadelphia, Pa 602, 082 22 
Atwell & Co., care of United States Trust Co., New York, N. Y 589, 383 21 
shaw & Co., care of J. P. Morgan & Co , New York, N. Y 588, 639 21 
Charles Stewart Parding Mott, trustee, Flint, Mich 549, 000 20 
Christiana Securities Co., Wilmington, Del : 535, 500 19 
A. A. Welch & Co., care of the Cleveland Trust Co., Cleveland, Ohio 452, O88 18 
Lack & Lindsay, care of Wilmington Trust Co., Wilmington, Del 481, 668 17 
Evelyn Mendelssohn, Grosse Pointe Shores, Mich 468, 414 17 
ife & Co., care of Safe Deposit & Trust Co., Baltimore, Md E 464, 025 17 


Footnotes at end of table. 
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General Motors Corp. 50 largest stockholders of record, Aug. 8, 1955 


, in terms o 
$134 par value common stocks *—Continued 


| As percent 


tockholde | iia | of share 
ckholder Shares | outstand 
ing? 
Genoy & Co., care of Guaranty Trust Co., New York, N. Y-~ | 157, 539 | l 
St. Louis Union Trust Co., trustee, St Louis, Mo atk tcikateiaeeteat 448, 500 l 
H. Rodney Sharp, trustee, Wilmington, Del i 7 ‘ nieces 445, S36 
Calvin Pardee Bentley, Detroit, Mich 416, 211 ol 
Olen & Co., care of First National Bank, Chicago, I] : mak hea 411, 333 | l 
( & ( care of the Pennsylvania Co., Philadelphia, Pa 2 410,214 | 
Kane & Co., cure of the Chase National Bank, New York, N. Y_---- ; 4100, 386 ] 
Ke & Co., care of Guaranty Trust Co., New York, N. Y 400, 014 
Societe de Banque Suisse, Basle, Switzerland | 386, 628 
Bost & Co., care Boston Safe Deposit & Trust Co., Boston, Mass 381, 834 
I ) Products Corp., Buffalo, N. Y 3738, WOO 
Brown Brothers, Har nan & Co., New York, N. Y 376, 683 { 
Carson & Co., care of J. ?. Morgan & Co., New York, N. ¥ 354, O84 | 
Mansell & Co., care the Unit 1d Sta tes Trust Co., New York, N. Y--. 353, 862 l 
I & Co., care of National 'B nk of Detroit, Detroit, Mich_. a 352, 797 
How «& Co., care of Northern Trust Co., Chicago, Il_.-- ‘ too 348, 375 
\ n M. Bentl Detroit, Mich eae a Sr ee 337, 485 2 
‘itt & Co., care of Bankers Trust Co., New York, N. Y- oe eee 326, 139 2 
l Rockwell P Cer ee COUR el be ke Se ea 318, 816 12 
i& Co., care of the Chase Nationa ! Bank, Nev W York, cate pomiocsacaal 318, 276 : 
Potal al i ee a a a aca 107, 234, 160 38. 4 
Etfeet each share of $5 par value common stock was reclassified and changed into 3 
shares of $1 3$ r Value common stock. 
Based on 275,350,2 hares outstanding 


Senator Keracver. May I ask a question about this 50 largest 
stockholders list ? 

| see you have Merrill Lynch, Pierce, Fenner & Beane, and some 
other firms on the New York Stock Exch: ange listed. Does that mean 


stock that they hold as a security on stock accounts for thousands of 
stockholders ¢ 


Mr. Brapuey. Yes. 


Senator Kervuver. It does not mean what they own in the firm ‘ 

Mr. Brapiey. The firm might own some, but it would be largely 
customer accounts, from what we understand. 

Senator O’Manonery. This is not audible. 

Senator Kerauver. Any stock registered. 

Mr. Brapiry. Any stock registered in their name which would 
presumably be largely customers. 

Senator Krrauver. May I ask, suppose John Smith had some stock 
with Merrill Lynch, Pierce, Fenner & Beane which they were holding 
because they still owed something on account. 

Would that be registered in his name or their name? 

Mr. Brapiey. Their name. 

Senator Kerauver. All right, 

There seems to be some dissension between the gentlemen about that 
item. 

Mr. Donner. This is a stockholding of record—lI think the point 
isthe only knowledge we have is that is in the name of Merrill Lynch. 
We don’t know the status of the customer as to whether he has paid 
for it or not. This is the only record we have as to the ownership of 
the stock. It is registered in the name of Merrill Lynch. We have 
no other record of it. 

Senator Kerauver. Then does the practice work out like this, then, 
when a customer pays off fully Merrill Lynch, Pierce, Fenner & Beane, 
then does the stock transfer? 
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Mr. Donner. That is up to the customer. 

Senator Kerauver. In the name of the customer ? 

Mr. Donner. That is up to the customer whether or not it 
ferred. He may leave it in the name of the broker. 

Senator Keravver. I was trying to get whether this represents a 
ypothecated stock or represents the investment of the company itself. 
‘Mr. Donner. We have no way of knowing that. 

Senator Krrauver. Thank you, Mr. —e 

Senator O’Manoney. Proceed, Mr. Burns. 

Mr. Burns. A quick compilation or addition would seem to indicate 

it its largest stockholders control approximately oo percent of the 
outstanding shares. Is that in accordance with your knowledge of 
these figures 4 

Mr. Braptey. I will have to add them up. 

Mr. Burns. We thought you might have that. We have added it 

il it appears to vi approximately correct, that amount. 
Se nator O’Manoney. We do not have an adding machine. 
Mr. Burns. We nial be in error. 
Mr. Donner. Fifty add up to 38.9 percent, the total 5 
Mr. Burns. What is this organization “GM Shares, Te.” which is 

» second largest stoc kholder? 

Mr. Braptey. That is, the shareholders of that are either present or 
former executives of the Corporation, who received bonus allotments 
through GM shares, so they own GM Shares stock and that company 
in turn owns the General Motors. They are one step removed from it. 

ator O’Manronry. You mean actually, Mr. Bradley, that that 
ompany in turns owns the General Motors stock? 

Mr. Braptey. It does and it is owned—I have forgotten by how 
many stockholders. It was originally owned by management people, 
everal hundred of them. 

Senator O’Manoney. Are those included in the 33 percent? 

Mr. Braptey. Yes, yes: they are. 

Senator O’Manoney. For example, may I call your attention to 
the following names in your 1940 list: Henry F. du Pont, 156,000. In 
the 1955 list, nothing. 

Mr. Hogan. That is a correction. The two stars mean that he is 
not a director in 1955. 

Senator O’Manoney. Not a director? 

Mr. Brapiry. Yes. 

Senator O’Manonry. Does he still own the stock ? 

Mr. Braptry. Which Du Pont did you have? 

Senator O’Manonry. The first one was Henry F. du Pont, and 
then it was Lammot du Pont. 

Mr. Braptey. Lammot died; Henry F. is still alive. I don’t know 
what happened to his stock. 

Senator O’Manronry. And Pierre S. du Pont. 

Mr. Braptey. He passed away. 

Senator O’Manoney. He died, too? 

Mr. Braptry. Yes. 

Senator O’Manoney. So that if we wish to know the ownership of 
the members of the Du Pont family, we would have to find to whom 
this stock had gone, after the death of the stockholder? 

Mr. Braptey. That is correct. 


is trans- 


+} 
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Mr. Curtice. ‘They are still not represented on our board. 

Senator O’Manonry. They are not on your board ? 

Mr. Curticr. No. 

Senator O’Manonry. In some instances, according to the note 7 o1 
this exhibit, stock is held directly or indirectly by various corpora 
tions; 7 refers to the New Castle Corp. It says—this, of course, ha 
to do with the stock in one instance of Mr. Sloan: 

As of February 29, 1940, the outstanding capital stock of New Castle Corp 
consisted of 9,750 shares of common stock of which Alfred P. Sloan, Jr., owned 
4,880. 

It — 1 be helpful if we had a statement showing the present own- 
ership of stock of any of the executives or former directors of the 
Du Pont family in corporations. There have been several, like the 
Christiana Co., which was a family holding comp: iny of the Du Ponts. 

The reason I ask the question of who he is, is that members of the 
Du Pont family, owning stock in stockholding corporations, though 
they are not directors, still are members of the family which exercises 
so influential a position in the stock ownership picture of General] 
Motors. 

Mr. Hogan. Senator, the information in regard to the holdings of 
the directors, directly or indirectly, in General Motors for 1955 we 
‘an give you. That includes Christiana Securities and the hke. Ws 
do not have that information back to 1940. 

However, we could write to the people if you wanted that, but that 
is out of the question 

Senator O’Manoney. I think we are interested in 1955 rather than 
in 1940. 

Mr. Hogan. We can give you that information on the four Du Ponts 
on the board of General Motors Corp. and of any other director who 
happens to own stock in Christiana or any other company. 

Senator O’Manoney. Or any of these other securities holding 
companies. 

Mr. Hogan. That is a requirement of the Securities and Exchang 
(‘ommission. 

Senator O’Mauonry. I understand that. 

Mr. Hocan. But if you are going beyond that as to the Du Pont 
peop le who are not on our board, we do not have that information. 

Senator O’Manonery. But when we get the information about the 
corporations, then we will have the information or easy access to it. 

Mr. Hogan. We can give it—— 

Senator O’Manonry. We will appreciate your furnishing the ma 
terial that you have just indicated you can furnish. 

Mr. Hogan. We can give it for 1955, direct or indirect. 

Senator O’Manoney. Fine. 

Mr. Hogan. In General Motors, and that goes through Du Pont and 
Christiana. 

Senator O’Manonry. Would it include Newcastle ? 

Mr. Hogan. Newcastle is Mr. Sloan’s corporation. 

Senator O’Mauonry. Well, do you know about that as of 1955! 

Mr. Hocan. I think I can state it rather positively. 

Senator O’Manonry. Well, put that on the paper; I do not want 
to interrupt this witness. Make the submission at your convenience 


Mr. Hogan. All right. 
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Senator O’Manoney. Thank you. 

Mr. Burns. Mr. Bradley, could you briefly summarize the General 
\otors bonus plan ? 

Mr. Braptery. Yes. 

The plan provides that the bonus and salary committee, which con- 

sts of, which is a group of, directors who are nonparticipants and 
nonemployees, unless you call Mr. Sloan an employee—he is chairman 
of the board: I do not know whether he is an employee or not—may 
make a recommendation as to the amount of a bonus fund to be credited 
on the books, and it may not exceed 12 percent of the earnings after 5 

percent on the capital, after taxes. That is the maximum it may 
credit—it may put into the reserve. 

It may authorize a lesser amount, which it has done in the last 2 
vears 1954 and 1955, than the 12 percent after 5 percent. 

That bonus is distributed to the employees who are eligible on the 

isis of detailed recommendations by the chief executive officer to the 
bonus and salary committee. It either approves or modifies. 

The fund is split into 2 parts, 15 percent in 1 part and 85 percent in 
the other. 

The participants in the 85 percent are the ranking executives, the 
minimum salary eligibility being at the rate of $9,000 a year for 1954. 

The other 15 percent is distributed to subordinate executives whose 
salaries are at the rate of $7,320 a year to $9,000, that group; and the 
plan provides for delivery—it is pays able partly in stock, partly in 

cash. Formerly it was all stock, but those in the high tax brackets 
had to promptly turn around and sell some of it, so that it is now 
broken up by their salaries, and one group may get 20 percent stock 
and 80 percent cash, and then the lower ones may get nearly all stock, 
who are not in such a high tax bracket, and delivery is over a period of 
5 years, the man will get a fifth each year, prov ided he remains with 
the ‘orporation or if he retires in good standing, it may be continued 
by positive action of the bonus and salary committee. 

If he resigns to go with a competitor or does something inimical 
to the corporation’s welfare, the undelivered part may be canceled, 
or it may mature over a period of 60 months, one-sixtieth each month. 

Mr. Burns. Now, with respect to the 85 percent to the ranking 
oflicers, upon what basis is the recommendation made as to the propor- 
tion of the bonus which should be paid to individuals? 

Mr. Brapiey. Well, the bonus and salary committee itself, after 
consulting with the chief executive officer and the chairman of the 
financial policy committee determines what should go to those officers 
who are directors, first, I mean tentatively, and then awaits on recom- 
mendations for the others from the chief executive officer} who will 
have consulted with the organization. 

The balance is allocated among the divisions and the staff heads by 

he chief executive officer, in consultation with others. 

Mr. Burns. Is there any standard proportion of bonus to salary 
which is used as a guide or is it completely elastic ? 

Mr. Braptey. Well, there is a general pattern. It is completely 
elastic. In other words, it is not a percenatge of salaries all along the 
line. Distribution takes into account relative responsibility and rela 
tive contribution as near as it can be measured. 
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The divisions get their allotment based importantly on their per 
formance, their earnings, but salaries are one factor, and then there 
are many other factors taken into account. 

As a general rule, those on a higher salaried level, a higher salaried 
person, will receive a higher percent: ige of his sal: ary as bonus. 

Mr. Burns. What was the purpose of hi aving the bonus plan? 

Mr. Brapiey. An incentive to have the executives remain with the 
corporation, and pi articipate in its accomplishments. You see, if we 
do not earn over 5 percent on the capital after taxes, there is none. 

Mr. Burns. had the successful accomplishment of the divisions 
is taken into account in determining what reward the officers and the 
top executives of the divisions will receive ? 

Mr. Braptey. That is correct. 

Mr. Burns. What standard do you use with respect to the subordi- 
nates who are not in a position to be responsible, directly responsible, 
for the success of the division ? 

Mr. Brapiey. Well, the general manager of the division makes 
recommendations, and we can compare those division by division 
for comparable positions; that is, we would have a relative measure 
of the chief engineer of one division as against the chief engineer in 
another, so that there is a basis of comparison in the hands of the 
chief executive officer before the recommendations are made to the 
bonus and salary committee. 

Mr. Burns. Now, the system of bonus plan for managers of corpo- 
rations has been generally used as an incentive to officers to work in 
the interests of the stockholders. 

Is there anything about your plan which differs from plans in effect 
in other corporations which you feel is an important distinction which 
may be cause for added incentive to your officers and subordinates? 

Mr. Brapiey. Well, as for one, some companies will take the bonus 
and allocate it on the basis of salaries, just a straight percentage right 
across the board. 

In the case of General Motors Corp., they think the bonus should 
be more nearly in line with specific accomplishment as near as it can 
be measured. So there is more of an incentive there, rather than a flat 
percentage. 

Mr. Burns. You indicated at present part of the bonuses are paid 
in stock and part in cash, and that the reason is because of the tax 
situation with the higher paid executives. 

Mr. Brapiry. That is right. 

The original plan was all stock, and was intended not only to have 
the incentive feature, but also to make the employees stockholders and 
feel closer to the corporation and be in business for themselves. 

Well, taxes in the higher brackets go so high that many of them had 
to promptly turn around and sell most of it, so now the calculation is 
made to approximately give them enough cash to pay the taxes and 
the balance in stock, rather than to have officers selling stock the day 
they got it. 

Mr. Burns. That is to avoid having a large amount of stock thrown 
on the market in order to enable the executives to pay the taxes which 
would be coming due? 


Mr. Brapiey. Well, it might not be large, but it might be misinter- 
preted by some people. 
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Burns. Wel 
o these executives under the bonus plan ¢ 

‘ir. Braptey. It purchases stock in the open market. 

ir. Burns. Can vou tell us what reason there is for handling it 

ty rather than taking authorized but unissued stock ? 

‘Mir. Braptey. Well, the way the plan reads as it was approved by 
( kholdet Se it did nol proy icle for the use ot unissued stock. So 
say that when the plan is revised, which will be in 1957, it will 
atically come up for review in 1957, then that question will be 

( consideration as to whether to use unissued stock or have the 

option of using unissued stock or buying it in the market. 

the case of the savings plan we Just started, we have permission 
unissued stock, which we are now doing. 
Senator O’Manoney. What plan was that ¢ 
Braptey. We recently established what we call a thrift plan. 
pl il where all of the employees, all of the salaried employees, 
ave up to 10 percent of their salary, and the corporation will 
contribution in stock which can be earned out over a period of 
years, and it is provided that we can use unissued stock for that, 
i we are doing, rather than buying on the market. 

‘ir. Burns. Now, with respect to this 5-year period, if an officer 

iwarded participation in the bonus plan in 1 year, the particular 
nt of that award is delivered to him over a 5-year period 4 

\ir. Braptey. That is right. 

Burns. And the next year, if he participates again, he gets a 

ite award which continues 4 

RADLEY. That is right. 

sURNS. So that there is an overlapping of these payments / 

RADLEY. That is correct. 

sUnNS. Now, how extensive are the purchases in the open mar- 

et which the corporation was required to make in order to fulfill the 

equirements of the bonus plan ¢ 
\ir. BrapLtey. Can we file a statement on that? 
Mir. Burns. Yes. I have a statement which Mr. Curtice made be 
re the Banking and Currency Committee on March 18 of this year 
which he stated: 


, how, which stock does the corporation use to 


purchases of General Motors stock on the New York Stock Exchange have 
eraged 2,000 shares a day in the last 4 years. During these years purchases 

‘re equivalent to 15 percent of the total number of General Motors common 

traded on all United States exchanges. 

| assume that is the figure. 

Mr. Donner. Yes, 1314 percent. Of course, it depends a great deal 

the activity in the market. For instance, in the first 9 months of 

», the amount purchased has been only 7.1 percent of the total 
lures traded in, although the daily rate was nearly two thousand 
ares a day. ' 

Mr. Braptey. That is because the market as a whole has been more 
ictive lately. 

Mr. Burns. Now, since these shares are purchased from outstanding 
he continual purchase of shares in the market tends to withdraw 
t percentage of issued stock from the market: is that right ? 

Mr. Braptey. Of course, some is being sold all the time. You see 


this statement of 1940 against 1955. the total figure of stock shares 
eld was less, 
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Mr. Burns. I don’t suppose you would have any figures indicati 
for more than those directors who are listed what they still have 4 

Mr. Braptey. We haven't gone through the stockholders’ list. 

Mr. Burns. But the purpose of the plan was to have at least th 
more important officers who received the stock hold it as an ownershiy) 
in the corporation so that it would be further incentive to bend the 
efforts toward the accomplishments of their divisions / 

Mr. Braptey. That is correct. 

Mr. Burns. Now, in view of the large number of participants and 
the large number of shares being purchased, does the number of shares 
purchased for this plan have any effect on the market price of the 
shares purchased by the general public ? 

Mr. Braptey. Well, we try to average our purchases to a daily rate, 
based in line with our forecast of earnings and what the bonus fund 
is likely to run. We have calculations of that daily. We try not to 
buy at a higher price than the last sale. In other words, if the mai 
ket seems active on the up side, we try not to stimulate it, I mean we 
try to have as little effect on the market as possible. 

Mr. Burns. Now, if the number of shares traded during this 4-year 
period was approximately 14 or 15 percent, that would mean about 13 
million shares traded, and ae al Motors purchased about 2 million. 
With respect to the 13 million, I don’t suppose we could tell how many 
of those particular shares were traded several times, but with respect 
to the shares purchased for the bonus plan, would it be safe to say 
that most of them were retained by the plan or by the officers who 
received them ? 

Mr. Braptey. We don’t have actual records; nobody has ever put 
the heat on the man to say that he shouldn’t sell it. If for personal 
reasons he wanted to get cash for any purposes, nobody has ever gone 
around to say, “Well, you should not have sold your stock.” So there 
is stock being sold. But we have never attempted to find out how 
much. We do know from looking at individuals that a considerable 
portion of it is retained. 

Mr. Burns. Now, to the extent that the officers and employees hold 
the stock which they receive as bonuses, it tends to increase the per- 
centage of control in officers and directors and reduce the amount of 
stock traded in generally by the public; does it not ? 

Mr. Bravery. Well, we don’t know that there is a quick answer to 

that one, because tax rates have gone up so much. The amount 
that is retained after taxes now is “relatively small, whereas former 
officers who accumulated quite a considerable amount of stock before 
tax rates went up so much, they are retiring now, and in their passing 
away, as you will see, some very large holdings have been dissipated- 
[ don’t mean dissipated, I mean given to charity or given away. So 
the chances are that there is pretty near as much stoc k becoming avail- 
able, but it is from a different set of people, it is from the retired peo- 
ple, and it is being picked up or retained by the current beneficiary. 
That may be wrong, but I was talking to a very large institution on 
that, not only General Motors, but others, and they : said there was as 
much coming in as they were buying for their pension fund of the 
various stocks. 

Mr. Burns. Was the stock split of 1950 and also of 1955 made for 
the purpose of spreading out the available stocks held by the public 
among a greater number of shareholders ¢ 
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\ir. Braptey. That is correct. 

Mr. Burns. Now, was one of the factors in doing that the increasing 

ount of shares which were being held by the directors and officers ? 

Mir. Braptey. No; that was never considered. The consideration 

is that we think in our business it is good for us to have an in- 
creasing number of stockholders so that whe n the pric e gets too high 
to attract them, why the two splits were for that reason. The holdings 


1 


of the directors and officers were never considered. 
Mr. Burns. Now, which of the committees upon which you serve 
he responsibility for pricing procedures 
Mr. BrapLey. The operations policy committee. 


\ - I might amplify that a little. The operations policy com- 
mittee has the direct jurisdiction over it, but the financial policy 
committee receives an overall summary as to the basis of pricing 
an nd the expected —_ n on capital, and so on, so that both committees 
are cognizant of it, but the responsibility is in the operations policy 
comnniittee. 

Mr. Burns. Now, also before this Banking and Currency Com- 
mittee this year, Mr. Curtice made this statement : 

GM pricing procedures have been set forth publicly on many occasions since 
the early 1920’s when they were first established. 

Is that your understanding of the pricing procedures ? 

Mr. Braptey. That is correct. 

May 1 add a word or two about it? 

Mr. Burns. Certainly. 


Mr. Braptey. In the early 1920's, I think I can say that Donaldson 
Brown, who was then vice president of the finance staff, he and I 
pretty much worked up. in cooperation with the divisions and the 
other executives, our pricing procedures upon a fundamental line. We 
published several articles dealing with that, and we reviewed them 
from time to time. And the principles we established at that time 
still govern. . 

Mr. Burns. I would like to ask you some questions with respect to 
those principles, and the source of my information is the articles by 
onaldson Brown, which I believe were published in 1924, entitled 

“Pricing Policy in Relation to Financial Return.” 

You are familiar with those articles? 

Mr. Braptey. Yes. 

Mr. Burns. And do they express in broad terms the pricing policies 
which have been used by the corporation since that time? 

Mr. Braptey. That 1s correct. 

Mr. Burns. Now, in this article Mr. Brown makes this statement: 


An acceptable theory of pricing must be to gain, over a protracted period of 
time, a margin of profit which represents the highest attainable return com- 
mensurate with capital turnover and the enjoyment of wholesome expansion, 
with adequate regard to the economic consequences of fluctuations in volume. 
Chus, the profit margin translated into its salient characteristic rate of return 

capital employed is the logical yardstick with which to gage the price of a 
ommodity with regard to collateral circumstances affecting supply and demand. 


Now, is that the basis for General Motors’ pricing policies today ! 


Mr. Braptey. That is a long sentence, sir, but it pretty much covers 
policy. 
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Mr. B RNs. Mr. Brown also made this statement with respect 
ittainable annual return and the pricing formula: 

The formulation of the pricing policy must be with regard to the particu 
ircumstances pertaining to each individual business. When formulated, it 
expressed si y in the conception of what have been defined as standard y 
ume and the economic return availiable 

Now, would you ¢ xp! un for the benefit of our record what is meant 
by the term “standard volume ?¢” 

Mr. Braptey. Yes; I think I might illustrate the standard volw 

We endeavor in planning for ¢« apac ity to—we take the number 
days there are in the year, and then take out the Sundays and holid: 
ind then we (ake out the minimum number of days we produce | 
ver a period of time, to turn around—I mean, to bring out 1 


models. 


Krom that, we find there are 225, takine out all the Sundays, hol 
days, and Saturdays, and 15 full days, or 30 half days, for tur 
round, giving 225 days which we would like to run the plants, ye 
n and | ir out 

But we don't use 225, we use 80 percent of that as a standard volum 
because ours . business, that you might call cyclical, and while 
has been on t a wing for a number of years, there have been times 
when we had downswings—in fact, for a number of years we average 
below standard volume. 

So, to allow for that cyclical factor and other conditions beyond our 


control, we take 80 percent of that 225 days, times the rated capacity 
per hour. So that olves us 150 days. And t hat, multiplied by oul 
daily capacity, gives us a standard volume, which we work up by 
divisions, and which we hope to average. 

Well, we have had years below it, and years above it. 

Mr. Burns. How long a planning period do you use in your co 
sideration of standard volume? 

Mr. Brapiey. Well, except for the number of days for the tur 
aroun d, we he uve n't changed our standard volume. ‘The 80 perce 
of the rated d: uly capacity times 225 days, that has remained constant 
over ie years. 

Mr. Burns. When you are planning 

Mr. Braptey. Excuse me. We use that at in planning capacity. 

Mr. Burns. Now, when you are making your projections for eithe 


we 
we 








new models or plant expansion, do you use any particular length of 


time as a planning period ? 
Mr. Brap.ey. bg of course, we make our economic studies fo! 
several years ahead, but they are not firm. They are subject to r 


vision at any time. I mean, for ex: unple, we did not plan for as big a 


volume as we have had in the last 2 or 3 years. With the national in 


income, which has grown faster—the gross national product with 


the movement out to the suburbs, and so on, so the big market has beer 


bigger than we anticipated, but we try to look ahead a number of 
years and plan accordingly. We have to plan at least 2 years aheac 


or we would not have the cap: icity. 

Mr. Burns. Well, now, what profit margin or attainable return 
have you used in pricing policy in recent years ¢ 

Mr. _— ny. Well, actually in the back of our minds we have 
standard, but one of the factors referred to there was competition 
So we have to do our pricing in relation to competition, And the net 


ta 
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down. That is what we are trying to avoid, that is, costs praeonn. 
with temporary changes in volume. They will fluctuate and we revi 
our sti a ards when we change our capacity, and that we review eve! y 
year. 

Mr. Burns. You stated that the return has run from 15 to 20 per- 
cent of capital investment. Did that indicate that your prediction 
had been accurate or was this a variation from your prediction 

Mr. Brapitey. No; you mean—— 

Mr. Burns. The long-term prediction. 

Mr. Brapiey. The long-term prediction ? 

Mr. Burns. Yes. 

Mr. Braptey. No; we hoped if we were successful in getting out a 
product that was attractive to the customer that we could earn that 
with the rapid rate of turnover that we have. It is about in line 
with what we expected. 

Mr. Burns. There is a substantial difference between 15 and 2 
percent in projection, although perhaps not in achievement. Which 
of these figures have you used in your planning as the rate of return 
you hoped to achieve? IL ask that because in Donaldson Brown’s 
article, with which you are familiar, he used the figure 20 percent. as 
a discussion figure, and then said, of course, it could go down to 15 
or up to 25. 

Mr. Braptey. That is right. 

Mr. Burns. I wondered from that whether the 20 percent figure was 
the figure which was used by the Finance Committee in making its 
projection. 

Mr. Brapiey. Well, actually, what we have done is establish our 
prices which have to be established in relation to competition, as I men- 
tioned, and then we see what the indicated return is, and then we com- 
pare that with what we have in mind. And, generally, we are close 
enough to what we have had in mind, so it has not been a major prob- 
lem. It would be a major problem if we could not earn half of that 
or something like that. 

Mr. Burns. Go ahead. 

Mr. Braptey. We have had, fortunately, we have come pretty close 
to earning what we expected over the years. 

Mr. Burns. You use the term “capital invested.” Is that synony- 
mous with “net worth”? 

Mr. Brapiey. Yes. 

Mr. Burns. Sometimes in statistics, for instance, in Moody’s they 
use the term “net worth.” I wanted to make sure that we were re- 
ferring to the same thing. 

Mr. Braptey. The same thing. 

Mr. Burns. This 20 percent on capital investment is the overall 
figure which the corporation is interested in. How does it divide that 
among the various divisions of the corporation in trying to achieve 
that result? 

Mr. BrapLey. Well, there is, of course, a variation due to the 
competitive situation. 

Mr. Burns. Well, can you tell us in broad terms, if there is any 
general policy, how that is determined as between various divisions 
that are not in competition, such as car divisions, or for example the 
Frigidaire division, which is not in competition with the car divisions, 
and then among the divisions which are in competition in a certain 
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g ., like the various car divisions themselves—is there any variation 
e e rate of return in the particular divisions, or do you attempt to 
e this 15 or 20 percent for every division, renin: of the product 
h it manufactures ¢ 
\ir. Brapiey. No; there isa variation. For instance, over the years 
not earned as much in the household appliance field as we 
the automotive end. In the automotive end some divisions 
done better than others in some years. If there are any that are 
¢ behind, why, Mr. Curtice tries to bring them up. 
\Ir. Burns. Now you are talking about actual experience ? 
\ir. Brapiey. Yes. 
Mr. Burns. What I would like to know is whether in your planning 
ndvance pli inning, tr V ing to determine your pr icing proce edures, 
ther you in attempting to reach this overall corporate result of 20 
ent, you take different divisions and apply a different ratio to 


r. Burns. Which you hope will add up. 
r. Braptey. We do not apply a different ratio to them, but the 
3 cures come out differently due to, say, their cost—whether their 
} they vary relatively, one with another. 
Mr. Burns. In taking cognizance of the competitive situation, has 
been necessary with reference to any of the divisions of the corpora- 


. 
‘ 


Mr. Brap.ey. Well, not—— 
; 


i 


. tion, regardless of what type of product they make, to forecast a very 
| low rate of return over a period of years for their operation ? 
: Mr. BrapLey. Well, there have been some that are lower than others. 


ir job is to try to bring those up. 
: at . Burns. Have there ever been any instances where a zero rate 
: return was planned for any division ? 
a Mr. Bravery. Well, not planned for the long pull. There have 
| en years when volume was off—when some of the divisions did not 
en earn anything like in 1932 and 1933 and 1934, but we have never 
inned on ~~ that way with normal volume. 
Mr. Burns. Mr. Bradley, with respect to the attainable return, you 
ve to take into consideration in your pricing policy the overhead, 
‘what you some times refer to as “burden,” is ‘that right ? 
Mr. Brapiey. Yes. 
Mr. Burns. What policy is there for allocating the overhead among 
various divisions ¢ 
Mr. Braptey. Well, each of the divisions has its own top organiza- 
tion like on sales, accounting, finance, engineering, manufacturing, 
ndsoon. And they use their own overhead burden, so that varies by 
divisions. 
Mr. Burns. Well, do you consider two types of overhead; one, the 
‘rhead of the particular division which is applicable solely to the 
‘ration of that division, and then a sort of a central overhead 2 
Mr. Braptey. Yes; we have another line below their operating 
its. We have another line for their portion of the central office 
pense, 
. Burns. What is the policy with respect to charging the division 
products in your pricing ‘prosedart for such items as research, engi- 
iz, general administration expense, legal, et cetera ? 
Mr. Braptey. Yes, we make a general allocation, primarily on the 
s of overall sales to the operating organizations, but that comes 


Ween. 
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below the line. I mean, they have what they call below the line. The 
have their own operations up to this point, and then for which they 
not directly responsible, we put what we call below the line. So w 

in looking at it from an overall angle, know where we are. 

Mr. Burns. Do you have any set policy for dividing the cent: 
overhead ? 

Mr. Brapiery. Yes, sales. 

Mr. Burns. Just on sales? 

Mr. Brapiey. Yes; sometimes payrolls. 

Senator O’Matrronry. Let me get this “over the line” and “und 
the line” a little more clear. 

Mr. Brapitey. We will take the Buick division. They have a fair 
complete organization, except there are certain functions performed 
in the central oflice, like taxes, the research corporation, the top oflices 
of the corporation, distribution staff and so on. And in order not t 
completely lose track of those activities, we pro rate those to the divi 
sions, so if Buick were 10 percent of the sales, they would get 10 perce: 
of that. 

Senator O’Manoney. Do those figures go above or below the line? 

Mr. BRADLEY. Below the line. 

Senator O'Mantonry. Below the line. They are the expenses whic! 
are undertaken by the general organization and allocated to 

eparate divisions 4 

Mr. Braptey. That is rieht—that is right. 

Senator O’Manonry. Thank you. 

Mr. Brapviey. We do not want to lose track of them. It makes 
boys challenge the expense sometimes. 

Senator O'Maronry. They must be allocated, of course, to the 
divisions. 

Mr. Brapuiery. Yes. 

Mr. Burns. Then service such as research and engineering at t! 
central oflice level would not be allocated on the basis of an attempt 
to determine how much benefit a particular division got from thos 
services, but on the basis of the sales? 

Mr. Brapiey. That is right, or sometimes payroll. 

Mr. Burns. Or sometimes payrolls. 

So that particular allocation would be on a more arbitrary basis 
than other divisions of expenses which the corporation has. 

Mr. Donner. I might say, Mr. Burns, that when you get to a mat 
ter of allocation of overhead in any respect, whether it is within a 
division or within a department or for the « ‘orporation as a whole, vou 


come to a point where you have to have some general allocation of 
certain items of overhead regardless of theoretical concepts of 


whether this department or that department got greater benefits 
from it. 

So what we do with our central office overhead is no different than 
we do with other indirect overhead in attempting to make a large but 
simple allocation of that overhead. 

I think we have to bear that in mind that it is inherent in all over 
lead allocation. 

Mr. Burns. When you talk about allocating it in accordance with 
sales, do you talk about gross sales or profit on sales? 

Mr. Donner. Well, a large portion actually goes in terms of pay- 
rolls because the fooling was when we developed this in the early 
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_the payrolls were a better measure of the value of the central 
e expenses to the division than any others since it gave the concept 
ie added to the picture. 
<o that the large portion of this goes in that manner, but basically 
no = ‘rent than other methods of allocat ing overhead. 
Historically, overhead has been allocated in most businesses on the 
of direct labor, that is your historic application. 
[r. a spLeEY. Mr. Burns, Lam not sure—you asked about the vari- 
between 15 and 20 percent as being quite an important figure, 
l mav not have made clear the figure that our actual results de- 
rely on volume, and our volume has been running above 
d volume in recent years, so our return on capital has been 
han it was when we were running below standard volume, 
fh at comparable volumes our basic earning power is not much 


ean there is not the 15 to 20 percent difference in our basic pric ing 
e, but there is inthe actual earnings because of one year having 
ger volume than saethed in relation to capacity. 
Mr. Burns. Now. with respect to charges, to what extent have 
re een absorbed at the eentral office level or division expe nses, 
is starting costs or design costs or special sales promotion, in- 
of ch ireing them as a direct cost of the product ot that division 4 
Mr. Braptey. Well, they absorb their own. That is very little in 
il « arn I mean, this starting up cost, that is all divisional. 
iles ¢ Mpaigns % are divisional. 
ou call these Motoramas we have, they are selling in a way, we 
pe. those go back in the central office expense on this below the 
ey absorb all their sales campaigns, engineering, starting 
eve vthing else. 
Senator OManonry. They absorb this? 
Mr. Brapiey. They incur their own e xpenses. 
s or O'Mauonry. In other words, that is above the line? 
RADLEY. That is above the line. 
Mr. Burns. Now, has the corporation at any time had a policy on 
particular product of selling it at cost without adding any element 


Vir. Braptey. No: we have never had that. We have sometimes 
ee! suppointed in what we could do, but that would indicate a 
m of either redesign of the product or change in the organiza- 
to earn a sat isfactory base, 
We have hever accepte “li a ho protit position, except in years, say, 
volume is subnormal, like 1932, when you could not have raised 
DY es then to show a profit. : 
itor O'Mationry. Tell that to the dealers. | Laughter. | 
Mr. Burns. You mean that has not been done even on the introduc- 
of new products / 
Mr. BrapLey. You mean like a new ear? 
Mr. Burns. Well, I had not thought of a new car so much as in 
of your other divisions, perhaps household appliances. 
Mr. Braptey. No. 
Mr. Burns. Something where you were putting out an article that 
. you were breaking into the market. 
2 Mr. Braptey. No. Sometimes we would never go into it unless we 
oped to earn a profit. Now, you might not the first 2 or 3 months 











3590 STUDY OF THE ANTITRUST LAWS 


vhile they were getting going. You would have to start on a co1 
abbtive basis, but we would not go into any activity like that unless 
we thought we could make a profit when we got going. 

Mr. Burns. You would not sell at a price which either was at 01 
below cost for any extended length of time? 

Mr. Brapiey. No. 

Mr. Burns. In breaking into a market ? 

Mr. Braptey. No. 

Mr. Burns. Is there any standard that you have had or any expe! 
ence you could state as to how long a period you might proceed : 
cost or below cost until the article reached a point where your projec 
tion indicated it should be selling at a profit ¢ 

Mr. Braptey. Well, we would never go into it if we thought there 
was going to be a long period. I mean, we ought to be able to turn 
around in, say, about a year, I would think. 

Mr. Burns. In connection with these divisions of charges among 
the various divisions, are there any properties which are owned b: 
the corporation which are used by a division without a charge being 
made for them ? 

Mr. Braptey. No, none that I know of; no. 

Mr. Burns. In other words, within your own system of accounting, 
if a building is used or equipment is used, a charge is placed against 
that division for the use of it ? 

Mr. Brapiey. Yes. 

Now, if there is some property they do not want and are willing 
to dispose of, then we will take it off their h: nds and try to get rid of it. 

Mr. Burns. Until such time as that exchange is made, ‘the charges 
relating to that facility are a charge to the division ¢ 

Mr. Brapiey. That is correct. 

Senator O’Manonry. Mr. Bradley, do you have a copy of the chart 
which Mr. Curtice presented in his opening statement the other day / 
Mr. Hogan has it. 

Mr. Hogan. Do you want a bigger one, Senator 4 

Senator O’Mauonery. No; 1 want him to have it before him. If you 
have one of the big ones to show those who are in the room, it is all 
right to put it up. 

Mr. Currice. It is still here, Senator. 

Mr. Burns. Chart No. 2. 

Senator O” M \HONEY. Put it up so the newspaper people particu 
larly can see it. 

Mr. Currice. We are very proud of it. 

Senator O’Manonry. I think it is a wonderful organization. 

Mr. Curtice. thank you. 

Senator O’ManoneEy. Let us proceed, because I have only a few 
questions. 

On this chart No. 2 we begin at the top with the shareholders and 
the general administrative divisions, the cost of which, I assume, Mr. 
Bradley, is allocated to the operating divisions at the bottom of the 
chart; 1s that right? 

Mr. Brapitey. That is right. 


-~ 


Senator O’Manoney. Allocated both to the automotive and parts 


divisions and to the other operating divisions ¢ 
Mr. Brapiry. That is quite right. 
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Senator O’Manonry. Now, in the administrative section directly 
ler the board of directors and under the supervision of the admin- 
ration committee there are certain policy groups which are labeled 
— in, General Engine, Household Appliance, and Overseas.” 
> pi wts S of the costs of that group allocated below the line to 
ileal 
Mr. Braptey. Those groups do not incur any costs; the members of 
eroups all have other positions where there are costs. That is 


tameans of oe tting the people together. 
Senator O’MAunoNryY. I see. 
Mr. BRADLEY. They have no costs. 


=e] ator O’MATION}  - They har e no costs except 

\ir. Brapiey. No. 

Senator O’Manonry. Because their costs, whatever they may be, 
overhead, is taken up in some other category ¢ 

Mr. ee EY. That is correct. 


Senator O’Marronry. Now, then, at the bottom of the chart on the 
t ao side we find the other oper ating divisions. One of these 
mus is entitled “Overseas and Canadian Group,” headed by a vice 


resident. This includes, first, General Motors Overseas Oper ations 

livision, with a general manager. Do any of the costs of the General 

\fotors Overseas Operations division go to the cost of automobiles 

ld inthe United States ? 

Mr. Braptry. No. 

Senator O’Manonry. None whatever ? 

Mr. Braptey. No. 

Senator O’Manonry. I observe that the next is the overseas manu- 
turing plants, and that appears not to be under the Overseas Opera- 

ns division, but is directly under the vice president 

Mr. Brapiey. No, pardon me, sir; it is both ways. 

Senator O7Manoney. It is both ways. 

Mr. Braptey. It is both ways. 

Senator O’Manonry. Yes; that is right. 

There is a dotted line and a heavy line joining. 

Mr. Braptey. Yes. 
nator O’Manonry. That is intended to indicate that the vice pres- 
t has supervision over the overseas manufacturing plants and 

e Overseas Operations division also has some supervisory authority ? 

Mr. Brapiey. That is right. 

Senator O’Manonry. How many overseas manufacturing plants do 
have ? 

Mr. Donner. We have three car-manufacturing plants overseas: 

the plant in England that manufactures Vauxhall, the plant in Ger- 
any that manufactures Opels, and the plant in Australia that manu- 
ures Holdens. In addition we have 2 manufacturing plants, 1 in 

France that produces Frigidaires and spark plugs; 1 in England that 

prod Frigidaires and automobile accessories. Those are what is 
wn as the overseas manufacturing plants. 

Senator O’Manoney. And the cost of these plants is kept separate 
| distinct ? 

Mr. Donner. They are separate subsidiaries; we operate abroad 

rough separate subsidiaries, and their costs are completely self- 


ontaining. 











| 
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Senator O’Manoney. These are incorporated under the laws of thi 
nation in which they operate ¢ 

Mr. Donner. That is correct, Senator. 

In addition to those manufacturing plants, we have a number of 
assembly plants all of which are incorporated under the laws of the 
country in which they operate. 

Senator O’Manoney. I understand you operate in about 18 sepa 
rate countries: is that correct ? 

Mr. Curtice. Nineteen. 

Mr. Donner. It is 18 or 19. 

Senator O’Manoney. Can you give us a list of those companies 
offhand ? 

Mr. Donner. Do you want me to? They are in the book, but I can 
probably name them if you want me to. 

Senator O’Manonry. Mr. Burns tells me they are in the book. I 
think it would be very well to have them listed, the names of the 
nations, in the record at this point. 

Hlow about General Motors of Canada, Ltd.; that follows the same 
pattern ¢ 

Mr. Donner. Same pattern. We have several manufacturing sub- 
sidiaries in Canada for it; they are separately incorporated, follow the 
same pattern. That ison page 11 of this book. 

Senator O’Marronry. The McKinnon Industries, Ltd. 

Mr. Donner. That is an automobile accessories manufacturing 
plant. 

Senator O'Manonry. Where? 

Mr. Donner. At St. Catharines, Ontario. 

Mr. Bravery. It is really a parts and accessories division. 

Senator O'M \HONEY. Do the polici ies with respect to the man: iwe- 
ment of the se corporations differ in any way from the policies of the 
corporations operat ing w ithin the U nited St: ates? 

Mr. Brapiry. In no wav W hatsoever. 
nator O’Manonry. How about the payment of wages and 


Ren Braptey. Well, of course, they conform to the wage and salary 

ale in their respective countries, and they are paid in local currency. 

Senator O’Manonry. And how about the price of the automobiles 
produced in these countries ¢ 

Mr. Brapiey. They make their own calculations and recommenda 
tions as to the price in identically the same way as the divisions do 
over here. 

Senator O’Manonry. And those recommendations come up to— 

Mr. Brapiry. They come up to the pricing policy committee. 

Senator O’Manoney. So that the pricing policy is exactly the same 
abroad as it is here ? 

Mr. Brapiry. The policy is; yes. The rate of return might be dif- 
ferent, although it is pretty good in all the places right now. 

Senator O’Manonry. Now, is there any difference in the corpora- 
tion laws of the various countries in which you operate that make any ‘ 
difference in the kind of charters that you take up / 

Mr. Hocan. There is a variation; yes, Senator. In some of them 
there is the problem of what we call the nationalistic approach whereby | 
there is a limitation on the citizenship of the stockholders. But, for i 
the most part, there are no statutes that we cannot operate under. 


eta eK 
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Senator O’Manonry. Do they give the same broad powers that cer- 
tain charters do in the United States ? 

Mr. Hocan. Yes. oh : 

Senator O’Manonry. We have no nationalistic provisions in the 
United States. ; a 

Mr. Hocan. No; we do not. On the other hand, in the 1 nited 
States it is a little different. You see, in the foreign countries It is, 
for the most part, American or foreign money that is being used to 
develop the counrty. In the United States, of course, that question 
will not come up because of the income and the wealth of the people 
investing in American corporations. 

Senator O’Manonery. The questions that I have asked with respect 
to this overseas or Canadian group apply with equal effect to the other 
croups under other operating div isions, and I assume the answers so 
far as finances are concerned would be substantially the same as to 
policy ? , 

Mr. Brapiry. That is correct. 

Senator O’Manonry. Do you have any percentage which you allo- 
cate to the divisions on an equal basis as to the share they bear in the 
overhead of the high command ¢ 

Mr. Braptey. It isa uniform percentage. 

Senator O’Manonry. It isa uniform percentage. 

Mr. Braptey. Yes; based on their sales, or payrolls. 

Senator O’Manonry. So that it falls equally upon them ? 

Mr. Brapiey. Yes. 

Senator O’Manonry. That is to say, the same measuring stick is 
used to determine what that is? 

Mr. Brapiey. Yes. 

Mr. Curvice. 1 think, Senator, if I may break in, there is one excep 
tion. Our styling, central styling section, largely to the five car 
divisions. : 

Senator O’Manoney. Or perhaps exclusively ? 

Mr. Curtice. Well, almost—no, it isn’t exclusively, because it does 
work, but to a somewhat lesser extent, for all the rest, but primarily 
for household appliances for our truck divisions and our passenger-car 
QIVISIONS, 

Mr. Brapiey. I didn’t think about the styling one, Senator. 

Senator O’Manonry. I understand that, of course. 

What is this general overall percentage which is added to the cost 
of the car for overhead for the general staff ? 

Mr. Donner. The figure I haven’t got in my mind. Maybe I can 
get it ina minute. It isn’t a high percentage at all. I don’t think 
it would be 1 percent. 

Senator O’Manoney. Let me ask you this way, then: 

What are the basic elements of cost that enter into fixing the price 
of the car that is sold to the average automobile purchaser in the 
United States? 

Mr. Donner. Sixty percent of the cost is materials that we buy. 

Senator O’Manoney. Sixty percent is materials that you buy ? 

Mr. Donner. Some thirty-odd percent is payroll. 

, Senator O’Manonry. That includes all payrolls, the mechanics and 
the 


Mr. Donner. Right up to the president. 
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Senator O’Manoney. Right up to the president ? 

Mr. Donner. There is a couple of percent depreciation-—— 

Senator O'Manoney. Yes, sir. 

Mr. Donner (continuing). And I think a couple of percent fo: 
taxes other than Federal income taxes. 

Now, that roughly adds up to a hundred percent of the cost. 

Senator O’Manoney. Is there any percentage for the dealer’s cost in 
distributing ¢ 

Mr. Donner. The dealer’s cost in distributing is incorporated i: 
the discount that he gets on the car, between the price he pays us and 
the list price, which would run around 25 percent of the list price. 

Senator O’Manonery. Well, that varies in different communities, 
does it not? 

Mr. Donner. Not the basic list price—not the basic discount from 
list, it doesn’t. 

Senator O’Manoney. But the price to consumer does? 

Mr. Donner. That is up to the dealer. 

And there is freight, of course, between. But the freight is just the 
amount that is recovered for actual cost. 

Mr. Curtice. And taxes? 

Mr. Brapiey. State and local taxes. 

Mr. Donner. But my point was, the dealer has a basic discount 
that is not varied between dealers. 

Senator O’Manonry. Do you recommend to your dealers that they 
have any special markup? 

Mr. Currice. We have a suggested list price; yes, sir. 

Senator O’Manonry. You have a suggested delivered price? 

Mr. Currice. No: suggested list price. And then add to that the 
freight, the excise taxes, and the local taxes, if any, and handling on 
the part of the dealer, and you will arrive at a suggested delivered 
price. 

Senator O’Manonry. What is the difference between the suggested 
delivered price and the price which the dealer must pay to General 
Motors to get delivery of the car, and title of the car? 

Mr. Currice. The difference between the list price—which is not 
the delivered price—the list price and that which the dealer must pay 
is, on the average, 25 percent discount. 

Senator O’Manoney. Then, on the average, do I understand you 
that the dealer has a discount below cost of 25 percent ? 

Mr. Curricr. No. The Wholesale price to the dealer, on the aver- 
age, is 25 percent below the suggested list price by the factory. 

Do I make myself clear ? 

Senator O’Manoney. Yes. 

Then the price which the dealer pays includes all these elements of 
costs which Mr. Bradley and his assistant have been discussing with 
us this morning—the cost for materials, the cost for payroll, the cost 
for selling, which you were about to say was about 1 percent? 

Mr. Donner. Yes. 

The central office expense we were talking about is about six-tenths 
of 1 percent of our sales; it would be about three-quarters of 1 percent 
of the cost element, less than 1 percent. 

Senator O’Manoney. Then you suggest to the dealer that he mark 
up about 25 percent on top of that cash on the barrelhead price that 
you received? 


Etter et Os 
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Mr. Currice. Yes; that has been rather historical. 
Senator O°Mauonery. Is that general throughout the United 
States ¢ 
Vir. Currice. Yes, as far as General Motors is concerned. 
Senator O°’Manonery. We are talking about General Motors. Then 
every State that is the same suggested policy ? 
Mr. Curtice. The list price, yes. 
Senator O’Manoney. Yes, and the dealers, however, are free to 
ike any alteration in that that they wish? 
Mr. Currice. It is their product after they buy it from us. 
Senator O°Manoney. Do you take that in—— 
Mr. Currice. I believe you are as familiar with the laws of the 
ind as I am, and perhaps more so. 
Senator O°’ManoNey. We ought to be, both of us. 
Mr. Burns, it is 12:30 now. What is it you desire? You have two 
itnesses this afternoon. 
Mr. Burns. We have Mr. Goad to follow Mr. Bradley and if we 
h with him, then we have Mr. Hufstader next. 
Senator O’Manonry. Do you want to ask Mr. Bradley any further 
que tions? 
' Mr. Burns. We have more questions after recess from Mr. Bradley 
Senator O’Manoney. Will it be acceptable to you to recess now? 
Mr. Burns. It is up to you. 
Senator O’Manoney. I have some constituents whom I have in- 
vited to luncheon. 
TI 1e committee will stand in recess until 2 o’clock. 
The committee recessed at 12:35 p. m., to reconvene at 2 o’clock.) 


AFTERNOON SESSION 


nator O’Manonry. Mr. Burns, are you ready to proceed ? 
Mr. Burns. Yes, Senator. 
Senator O’Manoney. Very well. 
Mr. Burns. Mr. Bradley, I would like to go back to this term 
“attainable return” and ask you whether that factor is taken into con- 
deration in determining the prices for divisions whose total sales 
are to other General Motors divisions, such as the Fisher Body divi- 
on ¢ 
Mr. Brapiey. Well, as nearly as we can, we try to earn the same 
rate on the return of a division which sells its product internally as 
vell as one that sells it externally, so that our capital is earning as 
early as practical an average rate of return comparable over a long 
period of time. 
Mr, Burns. I use the Fisher Body as an example. Are there other 
visions whose total production is ‘sold or used by other divisions of 
e corporation ? 
Mr. Braptey. Our ee Matic division, which makes the Hydro- 
Matie — smission for Cadillac, Pontiae and Olds, does sell a little 
utside, but the amount sold outside is relatively small. 
_ It is another illustration where we try to put it on the same basis as 
ough it were part of the car division, as nearly as we can. 
There is another big division not as well known, Ternstedt, which 
— to be a part of Fisher, which is now segregated, quite a large 
e, in which we employ fifteen or twenty thousand people, to give you 











3596 STUDY OF THE ANTITRUST LAWS 


u measure of the size, and it makes body hardware for all of ou 
bodies, and for many other items made out of metal. It is one whic! 
sells very little outside. 

Mr. Currice. Yes. 

Mr. Burns. Can the division managers change this profit markup 
or are they limited to changes that would arise from differences 
costs 4 , 

Mr. Brapiey. Well, of course, they are always trying to do as we 
as they can for their division, but you mean now where the materia] 
is sold internally @ 

Mr. Burns. Now I am talking about divisions that are sold outsid 
just on the question of determining prices, to what extent? 

Mr. Braptey. They had been controlled almost entirely by compet 
tion. They might make more or less than what is hoped for as ow 
average return. 

Mr. Burns. Under this pricing procedure which you have illus 
trated, using the concept of standard volume, is that so planned that 
(he corporation cannot suffer a loss ina given year? 

Mr. Braptry. We could suffer a loss in a given year if the volun 
dropped. We just about broke even by the skin of our teeth in 1932 
when our volume dropped from 2 million to 500,000 cars. And you 
can’t raise prices. IT mean it would be still worse. 

So our concept of standard volume is the percentage of capacity 
that we expect to average out over the whole business cycle. 

Mr. Burns. I believe the record will show that the last year ir 
which the corporation actually suffered a loss was 1921. 

Does that mean that since that time the pricing procedure has su 
cessfully produced profits in all years except that there have bee 
variations in the amount ¢ 

Mr. Brapiry. Actually what produced the loss in 1921 was the 
tremendous liquidation. The price level dropped after the inflation 
of 1920. And we liquidated some outfits. What threw us in the red 
was that we liquidated the Samson Tractor outfit; that cost us a goo 
any millions. 

We were unbalanced in inventories, and there were big inventor, 
writeolfs. Those were the big items. 

Since then we have been fortunate in our controls being such that 
we haven't been caught with tremendous inventories, commitments 
that had to be taken up. The pricing basis was about the same then 
as it is now on what we sold. 

Mr. Burns. But the pricing basis which you followed throughout 
these years has been aimed at providing an average which would 
minimize the possibility of any loss year, has it not / 

Mr. Brapiry. Yes, we hope so. It is not just the pricing policy, 
though. It is the control of our operations as well that has bee 
installed. We watch the dealer stock, we watch inventories, we try 
to change our schedules in line with changing conditions. 

Mr. Curtice. 1 wonder if I could interrupt to add this: It is our 
ability to sell our merchandise at the price list that will produce a 
suflicient volume, to absorb our burden at the standard volume ealcu 
lations, and not just the price. 

‘he price will only return a profit in the event we can sell a certain 
volume of our product. 
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Mr. Burns. Mr. Curtice made a statement before the Committee 
on Banking and Currency this year in which he stated: 

In a period of low volume a manufacturer who attempts to recover his entire 
verhead costs out of the unit selling price will price himself out of his market. 

Does that imply that at times GM expects to have losses? 

Mr. Brapitey. We are not looking for a terrific decline in the total 
economic activity of the country. We think if the country goes along, 

iv. we should average out on our standard volume. It is related to 

e country’s growth. 

Mr. Currice. That is nevertheless a correct statement. 

Mr. Brapiey. That is right. 

Mr. Currice. If you tried to raise prices in any market, you would 

ol sell, 
Mr. Braptey. We think we would still be worse off. 
atr. Burns. Is this statement con iplet ly consistent with the pre 
s premise which you stated and which is in the Donaldson Brown 

urticle, with reference to averaging the cost so as to maintain that 
profit margin at all times and taking into consideration the low volume 
vears which might be encountered ? 
~ Mr. Brapuey. That is right. If volume shrank enough, I mean 
the national income or our volume, we could not raise prices to make 
it up. 

Mr. Burns. Now, referring again to Mr. Brown’s article, he men 
tioned two criteria, a rate of return on capital, and wholesome expan- 
sion. 

Now, in 1954 Mr. Curtice announced an investment program of $1 
billion, which was later raised to $114 billion, and I believe it was 
raised to $2 billion. 

Mr. Curticr. That is correct. 

Mr. Burns. Now, is it reasonable to assume that you expect to make 
the same rate of return on this new investment which you are making ? 

Mr. Braptey. We hope to, if our merchandise is attractive enough 
fore ¥ igh people to buy it. 

Mr. *URTICE . And the expansion, as announ ced in 1954, the billion 
dollar program, which is now 2 billion, is for the purpose of providing 
facilities to g~ive us the aoa tv, as well as new transmissions, more 
modern engines, and all of that sort of thing, in anticipation of the 
demand for our products, as we apprise ‘ over a period of years. 

Mr. Burns. Now, what factors made the corporation decide to in 
vest first $1 billion, and then change it to $2 billion? Why was it 
that figure rather than simply 1 billion or perhaps 3 billion , 

Mr. Curricse. Well. because our study, like a great many other 
studies of the anticipated crowth of the population and the movement 
of people from the city to the suburban areas, it was not 100 percent. 
We are making those studies constantly and continuously, a1 = we keep 
them up to date. And as we developed some new studies tha ndicate 
that our sights have certainly been too low, then we rectify it a 
quick ly ras we could. 

Mr. Brapiey. I might say right there: After checking up with al! 
the experts on highways, including the Bureau of Publie Road 
we made an estimate of the car population in 1960, and we are plan 
ning on that basis. Well. we h: ve already reached that stage now, and 
this study was made only i few years ago. So the market has oTOW 
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Mr. Currice. That is right. The population of the country, the 
dynamic growth of the overall economy of this country, I thinks has 
exceeded the expectations of almost everyone. I think perhaps we 
have been a little bit closer in anticipating what it was going to be 
than most others 

Mr. Burns. But was this investment, which you determined to 
make, made on the assumption that you will be able to obtain a rate 
of return of 20 percent ? 

Mr. Curticr. Certainly. 

We are investing the stockholders’ money in new facilities, and we 

tld certainly expect to make a continuing fair return. 

Mr. Burns. Do you have handy your figures of net profit in 1954, 
before taxes? 

Mr. Brapiry. We have the annual report here: $1,645 million be- 
fore taxes. 

Mr. Burns. And how much after taxes? 

Mr. Bravery. 806. 

Mr. Burns. And what was the rate of return on net worth? 

Mr. Braptey. Twenty-three and a half percent on capital. 

Mr. Burns. What figure do you take for capital? Do you take 
in average for the beginning of the year? 

Mr. Donner. The beginning and end of the year. 

Mr. Braptey. The average of the beginning and end. 

Mr. Burns. Do you know how that rate of return compares with 
the rate of other large firms for 1954? 

Mr. Braptey. It will be higher than most manufacturing concerns. 

Mr. Burns. Senator—— 

Mr. Brapiey. I think over the years—I do not have the figures 
freshly in mind now—we have averaged higher than most of the big 
concerns. 

Mr. ae Senator, I think it might be pertinent to put in the 
record at this time some comparative figures of other large corpora- 
tions as reported by Moody’s for 1954. 

These show United States Steel with a return of 8 percent; Stand- 
ard Oil of New Jersey, 14 percent; Allied Chemical & Dye, 11 per- 
cent; and Union Carbide & Carbon, 13 percent. 

The figures for Chrysler were 3 percent, but I think it would be 
iirer to also put into the record the 1953 figure of Chrysler which, 
according to Moody’s, was 13.12 percent. 

Senator O’Manoney. These are figures based upon Moody’s re 
ports, are they ¢ 

Mr. Burns. Yes; those are Moody’s. 

Senator O’Manoney. The figures may be received. 

Mr. Burns. I think it might also be useful to place in the record 
the schedule of Moody’s for profit after taxes relative to net worth 
of all industries, which shows that, taking various corporations by 
size, in the average of those with a profit of $100 million or over, the 
rate of return was 12.1 percent: and taking all industry groups, the 
largest rate of return of any industry group reported in Moody’s was 
transportation equipment, except motor vehicles, which was 16.5 
percent. 

Senator O’Manoney. But this table showing all size classes ranges 
from corporations | ae profits after taxes of less than $250,000, 
which amounted to 3.2 percent; to corporations between $250,000 to 


STUDY OF THE ANTITRUST LAWS 3099 


£999,999: between $1 million and 34,999,999 ; between $5 million to 
29,999,999; $10 million to $49,999,999 ; $50 million to $99,999,999, and 
iT ally y ao million and ~_ 

Ti ill be observed that by class from the smallest to the largest 

ey range in the classes I have just oe from 3.2 for the small 
ompanies under $250,000, to 6.4, 5.6, 7.4, 8.7, 8.7, ad finally 12.1 
ercent for those corporations cies profits after taxes amounting 
6 $100 million and over annually. 

Mr. Burns. I want to make a correction. The source of those was 
the Securities and Exchange Commission, not Moody’s, for this last 
hart. 

Senator O’Manonry. This last table is from the SEC ? 

Mr. Burns. Yes. 

Senator O’Manoney. Well, they may be printed in the record. 

Che table referred to follows :) 


Profit after tares as a percent of stockholders’ equity, year 1954 
Des ep ° Percent 
By size: 


AT) RRO CIOs kn iin deneeeeenndesanes sate 9.9 
Ca Sener ati lasik oh sh galerie oneadiiicntaed nna Rccaiaunne a s.2 
CORD GUO WO Bre ka tis de ein SR cicg este aici hai etait 6.4 
Se eS ications a tic a ane eencdeeates tees ae 5.6 
SE IIe Se aa is datas dn encase endeplinieaadeas 7.4 
SIO CGC Bor Wl Bae ee hs nti ke ti eee 8.7 
OE ree is Ca ois cheat abeusanalh Mesaeadile Maneiceredias 8.7 
SIGE GG CO Ge COE iii cnn ccc ctacaiabcs aataiadnda ea 12.1 

By industry group: 

FEE TRUE CC so cin iene 9.9 
a ca ac acess ais en ccmneiceecnde enmranld esac mala came a 8.1 
Tobacco manufacturers_________ ie ica citing ra sia caesar a ‘ 10.2 
a nn rn ed 1.8 
SEE IG Taree CON as sos eee eee ce 4.5 
EE SEITE a i ine dt bt Dice becid eencnlinicieeobamadctaon 6.5 
ICAO CG Ta viii ckiiciiindca cede tei 6.0 
PRG GING Riree GO ccc ndincdiond eben come 9.9 
P'risitiie Gil Wen se a es aetna seat 9.2 
CROMMSCHIO MING GEIOG DROGUC aii esi shite 11.6 
FeO OSR INI UN hid cca a rs 12.7 
Products of petroleum and coal (except petroleum refining) _.____ 6. 2 
RRR RURO ON ire aa iss ils acenceeninaaigis Mackin eeacnoees ieibiaohedion 10. 6 
Leather and leather products___.__________-_ pects iditudecayanadaibacccsiense 5.9 
Stone, Cily, Gea Genee prvaects. Suideii 12. 4 
Primary nonferrous metal industries______._.____________ sii 10. 4 
Priniery TPO: Gee Gheer  TGNTIOR: oo) i a 8.1 
Fabricated metal products ete cick legs cep ile bier ech 7.6 
Machinery (except electrical) _...._..___________ sii acc 8.6 
Electrical machinery —— i aia ‘ 12. 4 
Transportation equipment (exe ept motor vehic les) _ paieplain ads 16.5 
Motor vehicles and parts__________-_ picid os 14.1 


instruments, photographic, and optic: al goods ; watches and 
COCs Sti ccccicaciarors ‘ 1: 


Miscellaneous mi inufs ic turing (ine cluding ordna ince) 


“1 bo 
a 


Source: SEC-FTC QFR reports. Computed by averaging percentages reported in 


Mr. Burns. I also would like to place in the record some figures 
from Moody’s of the percentage of net income to net worth: 
General Motors, 1948, 24.47; 1949, 31.37; 1950, 34.94; 1951, 20 per 


cent; 1952, 20.49; 1953, 20.05: and their figure for 1954 is 24.43 per 


ent. 
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I noticed tliat the 1954 figure is slightly different from yours. Is 
that on a different base? 


Mr. Donner. I would not know; I have not seen those figures. They 


are not much different; are they ? 
Mr. Burns. No: it is 24.43 for 1954 
Mr. Brapiey. We said what ? 3,5, 
Mr. Burns. 23.5. 
Mr. Donner. That may be 
Senator O’Manonry. It may be received. 


Mr. Burns. Now, these figures showing your rate of return since 


1948 indicated that you could aim for more than 20 percent or are 


you considering these rates higher than 20 percent as exceptional 
Ars ¢ 


“Mr. Brapiey. No, it is a combination. There was a great shortage 


of cars, and we were able to run—take in 1950 we ran our facilities 


— the clock, did not change models. We ran the models another 
year, so we got more productive days and more cars out with the 
limite d capacity, and then that led us to start increasing our capacity, 


so that 1950 has been and it is an abnormally high year for us. 

Mr. Burns. Do you have any explanation ‘of the evenness of returns 
around 20 percent in 1951, 1952, and 1953? 

Mr. Braptey. You see, we have had a big volume; except for 1947, 
we have run ahead of standard volume every year since the war. 

We are, I say we are, not looking for any depression, but those 
figures will drop pretty fast if the business goes off. 

Mr. Currice. 1 might point out that we produced far in excess of 
our capac ity. 

is. Br \DLEY. Yes. 

Mr. Curticr. At a cost of nearly $100 million in overtime premiums 
working around the clock 6 days a week, and in many instances the 
seventh day in order to make our product available to our dealers 
and to their customers in the volume that they wanted ; and even then 
we were on the short side. 

Mr. Burns. Now, Mr. Bradley 

Mr. Brapiey. Of course, I would like to repeat again when we 
run at that terrific volume, why, the tools have all been absorbed, the 
fixed charges added to the organization expense, and so on, way up. 
After you pass ered standard volume, your profits increase rapidly, 
and on the way below that, they would decrease rapidly. 

Mr. Bun Well, have you recomputed standard volume as the 

ult of ak conditions ¢ 

Mr. Braptey. Yes; we have changed it since 1948 or 1949. Wher 
this program of a couple of billion dollars is in, we will raise our 
standard volume again. 

But a considerable part of those facilities are not vet operative. 
They will come in in another year. 

Mr. Currice. That is right. 

Mr. Burns. When you changed or reconsidered the standard vol 
ume, did you do it in terms of percentage ¢ 

Mr. Braptey. We didn’t change our percentage; no. We only 
change it when our capacity per hour changes. 

Mr. Burns. These figures which I have given are after taxes, | 
believe ? 

Mr. Brapiey. That is right. 
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Mr. Burns. In the chart which Mr. Curtice used in his opening 
tatement with respect to dealers, he showed that their net income 
itio to net worth was 9 percent after taxes in 1954. 
How do you obtain these figures of the dealers in order to compute 
is ratio? 
Mr. Braptey. We get monthly statements from, I think, 85 percent. 
Mr. Currice. What percentage! About 85. 
Mr. Braptey. We receive financial statements from dealers, actual 
atements representing 85 percent of our total volume and we consoli 
late those. That is how we vet these figures. 
Mr. Burns. Do those statements show their net worth / 
Mr. Braptey. Yes. 
Mr. Burns. They submit detailed profit-and-loss statements and 
ilance sheets / 
Mr. Braptey. That is correct. 
Mir. Burns. Do you provide any standard accounting procedures 
at the figures you get from the various dealers will all be on 
same basis? 
Mr. Braptey. Pretty much so; yes. 
\ir. Currice. As a matter of facet, | made that statement, that that 
one of the early moves that was made in the early twenties to 
ut into effect, first, the 10-day report of sales, and stock on hand 
ew nnd used ears and, second, an accounting system so that the 
ers could develop good management and have before them at all 
es ilequate data as to the operations, 


\Ir. 131 RNS. Yes: | believe you indicat “cl that several procedures 
re recommended in the early days to help the dealer to carry on his 
ness 11 what might be called a more b isinesslike basis. 


Mr. Currice. That is right. 
Mir. Burns. And more accurate knowledge. 
Mr. Currice. Also to provide us with sufficient information as to 
r requirements, current and projected over the next 3 months, to 
us to establish our schedules so as to produce at a rate that 
ld fill their needs as they indicated them. 
\ir. Burns. You would need the information as to projected sales 
ie dealers, but what requirement is there that they furnish you 
r net worth statements and their profit-and-loss ‘atements ¢ 
Mither you or Mr. Bradley—I don’t care whom. 
Mr. Curtice. I think—Isn’t that a requirement? I believe it is 
tten in the agreement. 
Mr. Berns. You mean there is a requirement in the agreement that 
the dealers furnish to General Motors profit-and-loss statements as 
ellas net worth statements ? 
Mr. Curricr. It isall one and the same thing. 
Mr. Hogan. They are the same. 
Senator O'Manonry. Do you have a copy of the form on which 
us report from the dealers is made ? 


Mr. Curricr. Yes. 
If not, we can supply you with one. 
Mr. Hogan. We gave Mr. McHugh one, I believe. 


Mr. McHvuen. I don’t believe so. 
Mr. Hogan. We will furnish one. 
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Senator O’Manonry. Let me ask, Is this the same form which y 
were using 4 or 5 years ago ¢ 

Mr. Hogan. Yes. 

Mr. Brapiry. Yes. 

Senator O’Manonery. There was a change in the form some t 
ago. Do youremember when that change was made? 

Mr. Currice. No; I don’t. I would have said they were the san 
form. There may have been some details changed. 

Mr. Hfursraper. There were some detail changes made last yea 

Mr. Currice. Some changes made last year, detail changes. 

Senator O’Manonry. I would like very much to have a copy 
the form on which the dealers make their report. 

Thev make this how often ? 

Mr. Braptey. Monthly. 

Senator OManonry. They make a monthly report ? 

Mr. Currice. That is right. The report which IT made Friday wa 
for the first 9 months of 1955, compared with the full year of 1940. 

We will furnish that form. 

Mr. Burns. Are any adjustments made in the figures for net wort 
supplied by the dealers before you obtain this ratio ? 

Mr. Braptey. I will have to ask Mr. Hufstader. 

Mr. Hursraper. No,no. Weconsolidate those. 

Mr. Brapiey. I don’t think so. 

Mr. Burns. Now, the charts that you furnished, chart 4, showed the 
1953 return on net worth for dealers, averaging 14.40 percent, which 
was reduced in 1954 to 9.4 percent, and comparable figures show that 
the corporation, after taxes and bonuses, had approximately 20 per 
cent in 1953 and 23 to 24 percent in 1954. 

Since both the corporation and the dealers are selling the sam 
products, how is it that the return of the corporation went up and 
the return of the dealers went down ? 

Mr. Curticr. Well, I think both reflect the conditions. The retur 
for the dealers represented the competitive conditions which prevailed 
throughout the market place in 1954 as well as 1953. 

Likewise, in the case of General Motors, the return is reflected by 
our rate of output, our total volume of business in relation to out 
standard volume. 

Mr. Burns. I believe on Friday you made the statement, M: 
Curtice, that the corporation is the servant of the dealers. 

Mr. Curtrice. That is right. 

Mr. Burns. How does it happen that. the servant’s profits increas 
while the master’s decrease ? 

Mr. Currice. IT don’t think you are quite putting a fair question 

Mr. Burns. Well, perhaps the corporation is not actually the 
servant of the dealers. 

Mr. Currtcr. In the first place it is serving its dealers and well. 

Mr. Burns. I only raised it because you used that term “servant of 
the dealers,” which was a new concept to me. 

Mr. Currice. Well, I think that vou may become accustomed t: 
it 


Mr. Burns. I wonder if that is a prediction. 
Senator O’Marronry. There is a new day dawning. [Laughter. 
Mr. Currice. I don’t happen to have with me the similar statisti: 
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all the postwar years I only brought 1953 and 1954. If we were 
ake the oth er per iod dur) Ing W hich 
e different, or almost entirely lacking, in the automobile industry. 
to the pent-up demand which resulted from + years of no pro- 
on of automobiles, it was then possible for the dealers to sell 
lv new ears at full gross profits but used cars at a very substantial 
rofit. For the first time in the.history of the automobile industry, 
Was possible. 
| would think it might be well for us to develop tables similar to 
covering the entire period 19 ne 1954, that you may make 
velical comparison, as well as a long-period comparison, of the rela- 
onship of the dealers’ return versus ie factory return. 
Mr. Burns. In view of the very close relationship between the 


i 


the competitive situ: iti On Was 


{ 


dealers’ organization and the management in disposing of the prod- 
of the management, would it not be possible to have a more even 
of return provided for the dealers, since the corporation has 
eeded in 
fr. Curticr. I think you will find that that will be quite com- 
rable. 
Mr. Burns. Well, we have a 2-year period 
Mr. Currice. I am going to give you the rest of it. You see, ours 
Lidl t fluctuate too much, because we were producing somewhat sub- 


-tuntially above standard volume. because our product of 1954 was 
ery popular with the public, and our dealers were alile to sell them 
very substantial quantities. Others were not quite so fortunate in 


ose 2 years. 
Mr. a kNs. Well. might it be that the excess of the standard volume 
hich enabled the corporation to increase its rate of return above 20 
percent was inverse with the dealers, and that same number of car 
s was beyond what standard volume should be at their level 
the market place ? 
Mr. Crurricr. That wouldn’t be the case. They were confronted 
th a competitive situation resulting from other products in the in- 
stry not receiving the public’s approv: al: therefore it came in the 
sification of distress merchandise. But these other products still 
ey to be sold, and had to be sold at discount and long trades. 
The situation affected the dealings of the General Motors dealers as 
well, because the individual purchaser is very interested in selling the 
‘which the individual owns at the time at the highest price that 
eecan get for it. And his bids from any other group of dea alers set 
t standard which influences importantly the value which many of our 
‘alers would see fit to place on them. 
Mr. Burns. Do you mean that the sale of the General Motors dealers 
fected in the market place by other cars—— 
Mr. Ccrricr. Circumstances be yond their control, and beyond our 


\ir. Burns. You mean, this was distress merchandise? 
Mir. Currice. There was distress merchandise on the market in 


urns. What would you describe as that distress merchandise. 
crrice. I would describe distress merchandise as that which 
ep ablic « lid not give its favorable approval of. I would not, unless 
n req iest me, name the make. 
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Mr. Burns. Senator, I think that we should have the name of the 
innke. if we are go ing to study facts. 

Senator O'Manonry. Well, I won't press Mr. Curtice. Lam against 
foo n — pressure. 

Mr. Currice. I think you are acquainted with the industry; you 
ppear to be quite familiar with the situation that prevailed in 1954. 

Mr Br kNs. Of course, what we are doing is preparing a record foi 

public and the industry 

Mr. Curtice. But you have to take a great m: My circumstances into 
onsideration to make a fair comparison. 

\ir. Burns. Yes. 
Phat is why | am pointing out that the little knowledge that I do 
ive of the indus try isn’t sufficient for the record. We have got to 
have in the record the knowledge of those who are really familiar with 
| aay your elf. 
Mh ick. Thank you very much. 
Mr. < rns. And I wonder what this distress merchandise was 


hich so affected the market that it drove down the protits of the deal 
ers of the GM ears. \pparen tly Ford and © hrysler, at the er ic 
turing level. seemed to hi ave been successful, although, of course, we 


don’t have public inden nation yet, until January, on Ford. 

Mr. Currice. Well, you did indicate a return by Lof those 2 in L954. 
Phen you saw fit to say that it was desirable to reflect it for 1953. 

Mr. Burns. I think the process of deduction helps us a little. 

Mr. Bradley, I want to ask you some questions with respect to the 

price review committee. Will you tell us what the price review com 

tiee 1s 4 

Mr. Brapiry. Well, you have an ex-chairman of it here: and Mr, 
Curtice 

Mr. Burns. Actually, I had these questions written out for Mr. 
(ioad, who is also on that committee, until T found out that you had 
previo sly had the ee that he had. 
fr. Braptey. Mr. Curtice has it now. 

Mr. Burns. Well, we have so many questions for Mr. Curtice that 
we are trying to divide them. If you would rather we ask these ques 
t10 of c Mr. Goad, why. I can defer them. 

Mr. i \oLEY. I will take them. 

Mr. Bt kNs. They seem to fit in with this question of rate of return. 

What is the price review committee, and who are its members, as a 
atter of policy ? 

Mr. Braptey. Mr. Curtice is chairman, and Mr. Goad, and Mr. 
Donner, who is vice president in charge of the financial stail, and my 
elf, are the price review committee. 

Mr. Burns. Isthis part of some other committee ? 

Mr. Braptey. All of the members of it are members of the admin- 
tration committee and the Operations policy committee. So we study 
he material, develop all pertinent facts that we can have, both as to 

cost, compet ition, trends, and so on, and make a recommendation after 
consulting with the managers of the various divisions like Buick, 
Cadillac, and so on. Comparing one with another, we make the rec- 
ommendation to the operations policy committee, and if it approves 
t. that is final. 

Mr. Burns. Now, how are passenger-car prices determined? What 


1 


is the method you use in determining the price ? 
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hich 


Mr. Braptey. Of course, we start with the current price, w 
sed on our own economic factors, and competition. . 
Mr. Burns. Would it be useful to take an important model chang 
ver like the 1954 models of Buick, Oldsmobile, and Cadillae—would 
he different trying to determine prices at that time from an annual 
iodel # 
Mr. Brapitey. No: I don’t think so. You see, we are subjeet to the 
me costs—I mean, if steel goes up, it goes up for everybody: if tire 
ro up, they go up for everybody; the wage contract is an important 
or. that affects all equ illy. So except for relative factors, differ 
change of design—and I would say they made improve 
ments—-So that when we finally got through, costs were up, as I reeall, 
out 4 percent, and it ranged from slightly under 5 to slightly 
| 


1V 
all 


ie] 
Mr. Curricr. Tt is 1954 he is talking about. 
\ir. Brapitey. Was that 1954? 
»Mr. Burns. I have simply suggested that it might be more useful 
take a part ‘ular vear where you had substantial changes. 
BRADLEY. For the 1954 models we had the panoramic wind 
for the first time, which was an important cost factor. 
ir. Burns. What is the procedure for determining the price? 
ir. Breapiey. For comparative purposes, of course, we have the 


a 


e of the model being superseded. And then we have in detail the 
ia) eering changes, the features either added or eliminated, or where 
hstitution is made ata hi@her cost or a lower cost. So we have in 
ile ery variance of cost there is. In fact, we are we rkineg on i 
ry vear, before a chat ve is authorized that data is vwone over ‘Then 
col roa change in price level. We have two kinds of changes 
One is the price level, and the other is the specific ations of the 
And so we ealeulate both. 

Mr. Burns. Who initiates the price schedule for the new model ? 

Mr. Braptey. The manager of the division, hke Buick, Cadillac, 
Olds, and so on. 

Mr. Berns. To what extent does he use his own stat! in making a 

tation of the proposed prices ( 

Mr. Brapiry. They use their own staff entirely, and the price review 
vroup reviews it. The price review group can compare one division 

th another, and where they were 1 year ago or 2 years ago, where 
hey were one with the other. 

Mr. Burns. What information does the division manager have 
totally within his control in computing what the price of the car 

iould he? 

Mr. Brapiry. Well, he has his own estimates: he knows his own 

tual costs. He has in oreal detail the changes there are in the car. 
tle has the changes there are in material prices. 

hen important factors are the cost of the tools, the special tools, 
body tools, as well as chassis tools, and he prorates those, so he really 
has all the information. 

Mr. Burns. Where does he get his figures on overhead ? 

Mr. Braptey. That is his own overhead. His own comptroller cal- 
‘ulates that on the basis of the policies laid down throughout the 
corporation. 

Mr. Burns. Now, is there a central accounting svstem for all 
divisions ? 
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Mr. Brapiey. There is a uniform accounting system. 

Mr. Burns. Uniform accounting system. 

Mr. Brapirey. Yes. 

Mr. Burns. Is there central accounting control in any form? 

Vir. Brapiey. I do not know what you mean by “control.’ 

Mr. Burns. Well, to what extent are the division figures complete / 

Mr. Brapirey. Oh, they are complete. I might say this with regard 
to control: You see, we have a standard procedure and the burde: 
rates, we are talking about where you get into this matter of ~— ito 
and so on, the caleulations of what those should be, are made by th 
division, but they are also checked by our manufacturing staff and 
our comptroller to see that when you get into the area of where pro 
rating has to be done, to make sure that we are doing it on a sound 
and uniform basis throughout the corporation. 


Mr. Burns. Well, how does the division manager obtain the figure 


of central oflice overhead and also the figure for profit ? 
Mr. Braptey. Well, his profit is what is left after his total costs 


are subtracted from what he expects to sell it at, so he has all the 


information available to do that. 

Mr. Burns. Well, doesn’t this question of planned rate of retur: 
on investment enter into the calculation of the division manager's 
estimate of price 4 

Mr. Braviry. That is after he gets through with it. He does not 
start with that and work backward; he starts with his costs and what 


he thinks he can sell the product for, and the volume he expects to get. 
What is left is his profit, and we can calculate that at whatever rate 


of operations we have, either standard volume or the projected 
volume. 

Mr. Burns. Does he have to make his own estimate of projected 
volume 

Mr. Braviey. Well, Mr. Burns—— 

Mr. Burns (continuing). Or is that done by a central staff that 
studies the market ? 

Mr. Brapuey. That is done cooperatively and approved by the oper- 
ations policy committee. 

Mr. Burns. Well, what I was interested in ascertaining is the extent 
to which information has to be supplied to the division manager. Is 
it directed to the car market or percentage of net worth which is 
chargeable to his division in order for him to know at what price he is 
supposed to try to sell a car? 

Mr. Braptey. Well, he has his rate of operations; he has all of his 
cost estimates; he has all of his investment estimates, inventories, 
plant, and so on, and then we make the best estimate we can as a group 
as to what piece of the market each division may have. 

We all go over that together, all of the car managers and the other 
managers on the administration or operations policy committee, so 
that his calculations are based on his standard volume, and what we 
call the index volume, that is, the planning volume. Right now that 
is above standard volume. 

Mr. Burns. With all of the various models which you have in the 
several divisions, how does each division manager determine at what 
price any particular model should sell if he does not follow this 
system of taking cost, overhead, and then adding a certain percentage 
of profit ¢ 
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Mr. Bravery. Well, he breaks down his volume by models that he 
«pects to sell, and then he proposes the price on each one, and then he 
as for each one the expected return. He has all that information. 
Mr. Burns. But isn’t the expected return this attainable return 
it we were talking about previously ? 
ee DEE No; that is the nearest he can get to it; that is the 
one are struggling for over a period of time, but he varies from it 
as ail year or it would be varied by models. We do not have 
nee rate of profit. 
Mr. Currice. Competition still enters the picture very importantly 
from his vie wpoint before he makes the recommendation. 
Mr. Braptey. That is the big question. 
Mr. Cr RTICE, As to the hew pi ices ot the hew line of cars by inodels 
ch he would be oe 
Mr. Burns. Well, if price which is submitted for a particular car 
ippears to be one wide h might not be competitive, do you reduce the 
profit margin on that car or do you reduce the cost by ‘eliminating or 
inging some of the parts or equipment ? 
Mr. Braptey. Well, I think over a period of time both are used. 
You see, in working up their cost estimates, there is always before 
hem what the cost of, say, an improvement will be. If that is too 


sh, well, they may not be able to make it that year, and they will 
. say, “Well, I won't do that.” 


it Competition is the principle—is the all-important one there. We 
| now, they have a feel of whether the car price can be adjusted to take 
’ ire of—to prove to you that you cannot move too fast too frequently. 


Mr. Burns. Does not the rate of return on investment enter into the 
leliberations on the pricing with respect to all of the products of the 
d orporation ¢ 
Mr. Braptry. That is true; all of the principal products, yes. 
Mr. Burns. Isn’t that the factor which is e onsidered, assuming that 
t iltimately you have to consider competition, but in making your first 
determination of price, is it not cost, direct cost, overhead, and then 
profit. based on rate of return on investment ? 
Mr. Braptry. No. I would say the big item is competition; the 
t big item is competition. 
< Mr. Currice. That is one of the biggest items. The first calcu- 
g lation, I think, would be based on the data which results from the 
s ‘termination of what the costs are going to be, and materials and 
the parts purchased and manufactured, the overhead, and the esti- 
s mated return on an average investment. That comes up with certain 


:. prices, and then after that, you take into consideration what is its 
1) relationship going to be to its predecessor in that same line, and also 
vhat is the relationship likely to be competitively. 

r Mr. Burns. We are basing—— 

Mr. Currice. All of that information is available to each general 
. manager, and when the material comes to the price review group, 


; t is rather complete with their best judgment as to the recommenda- 
tion which they submit. 
Mr. Burns. Well, that might apply when you are making a change 


’ to a model that is simply an annual change. But what are the factors 
. ou ater ag | when you introduced a new model like a Buick Special 
e |! or a Buick Super, which was not in the line before ? 
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Mr. Courrice. Cost determination would be the influencing factor. 

Mr. Goan. Mr. Burns, it might help you to know that the intro 
duction of these models, the planning of these models, starts 18 months 

24 months ahead of the time they are ready for delivery to thx 
publie. 

Cost considerations are taken into account in all stages of the 
development. of that model. Actual tooling does not start until 
vear ahead of time of introduction, so that there is ample opportunit, 
to watch these cost factors that finally have a great influence in setting 
the s ‘ling price, 

Mr. Burns. You cannot change the cost factors once you start tool 
Ing; can you? 

Mir. Goap. We can, but it is expensive. 

Mr. Burns. You can? 

“rH Currice. By deletion only. 

. Bi RNS. At that time you do not know what your competitors’ 
pl ice is PO) ne to be on that vear’s model: do vou? 

Mr. Currice. Well, we might, and we might not, but we might have 
to do some wuessing. 

Mr. Burns. So that you can only consider the competitors’ price 
in a general manner, but how could you consider the competitors 
price when you come out with a new model such as the Century, which, 
I suppose, is to fit intoa ditferent price class 

Mr. Currice. | think that Is ve ry a The costs would dete) 


mine how mucli more it should sell for than the Special or how much 
less it should sell for than the Super, which is another Buick model 
linn 

Mir. Burns. Well, then, in doing that, don’t you relate the items of 
cost, overhead, and profit so that the profit figure will be in line with 
your ge eral expectations and rate of return on investments ? 


Mr. Currice. Well, that is important in the consideration for the 
rr of the division when he makes the reeommendation. 


\s Tsay, he has all that information available to him. He is there 
to earn a fair return on the investment that represents his franchise, 
wna sx he I) to li lke all of those things into cons ideration, and he 
] 

Mr. Burns. In the case of the Buick Century, for example, what 


competit rs. pl ice did you compare the proposed price for the C entury 
he time you were deciding to make such a mode 1? 

Mr. Currice. Well, I agree with you it is one of the most outstand 
ing cars and probably had no counterpart in the industry. | Laughter. 

Mr. Burns. Then it is a good illustration; it will make a good 
illustration. 

Mr. Currice. It probably was priced more in relation to its brother 
han it was in relation to outside competition. 

Mir. Goan. That is one of the things you might be trying to reac! 
for, an in-between price in comparison with another comapetiben’e 
product, 

Mr. Burns. But you have it within your control to put as much 
cost or as mue h of the cost into the car as you wish, and reduce the 
profit if you are alming to put a new model out to ¢ apture a percentage 
of the market. In such an instance, do you put out the Century at 
a lower proposed rate of profit than on comparable models of the line 
or do you still aim at the same 20 percent return on the new model? 
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Currice. L think that the facts would support the statement 
the return on the Century compares quite favorably with any 
of the Buick lines. So that the pricing Wis directly in relation 

osts and their relation to the other Buick lines. which are the 

Special, the Super, and the Roadmaster. 

Borns. And the rate of return for profit was also comparable ¢ 

Vir. Curtrice. That is right; and a very good value, | might add. 

Vir. Burns. Now, since competition is one of the factors that is 
into consideration, and im view of the rate of return of about 
ent, Isn't there room in this pricing for more price competition 
were iat present ¢ 
Currice. I think that our pricing in relation to the rest of the 

try and in relation to our cost and in relation io the capacity 
ory return on the net worth invested and used reflects low pricing 

p irl of General Motors. 
will recall one chart which I showed on Friday which showed 
on over the period. Lf it is still here, 1 might oak that it 
p so that the press can have a look at it as well as the rest 


iows that we are lower relatively to the rest of the industry in 
than we were lm 1L?41 

In other words, the increase since 1942 on all General Motors ears 

is been a lower percentage than has occurred in the rest of the 


cry. 
| beheve that I can say that the Chevrolet line as such is the lowest 
d full line of cars otfered to the buying yr pl ibl ec of vhat we call 
ized sid ‘-passenger a utomobile. 


. Burns. In view of the incre asing rate of return, why are not the 
eS ot the cars lower ¢ 

Mir. Currice. They are as low as they can be and still produce the 
ndicated return on the net worth at the standard volume. We can 
ever be sure whether we are voing to exceed the standard palatal 
whether the market place will be such that we will sell less than 

he standard volume. 
| think, as Mr. Bradley pointed out, that is a factor at alltimes. So 
sur standard volume as used over the years under the formula which 


vou read gives us very fair pricing, very big values for the customers. 
Mr. Burns. But in view of the increased market, isn’t it usual to 


give the customers the benefit of any decline in costs by lowering the 
price to the customer ¢ 
Mr. Curtice. So that we would have to raise the prices with the 
declining volume? No, I don’t think that is the case. 
Mr. Burns. You don’t think that that would be beneficial in the 
ong-run ¢ 
Mr. Curtricre. No, it would not. 
Burns. Well, if the price isn’t lowered, couldn’t you give more 
t what you refer to as the value to the customer at the price that you 
do charge? 
Mr. Curtrice. We give the greatest value of anyone in the industry 
rr the dollar. And I believe the public is indicating that in its de- 
ands for our products, that they recognize value when they see it. 
Mr. Burns. You do not see any necessity for giving up any more of 
profit which you are making to the customer by giving him more 
lue and keeping the price the same? 
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Mr. Currice. We are pricing very fairly, very closely at the stan: 
ird volume level, and I happen to note that in 1954 when on J: anuary 


19, I made the announcement that we were going to invest a billion 
dollars in new facilities, that there were many voices, projecting a 


very deep depression. It didn’t happen, but you never know. They 
might have been right instead of me. 

Mr. Burns. Senator, I have some further questions on pricing 
which I wish to save for Mr. Goad because they relate more to the 
operation of plants which are under his jurisdiction, and now I would 
like to ask Mr. Bradley some questions about the General Motors Ac 
ceptance ( ‘orp. 

Senator OManonry. With respect to this cost to the consumer, do 
you have that exhibit which you put in a little while ago showing thx 
profits after taxes shown by various categories of companies ranging 
from small to large? 

Mr. Curtice, you may recall this exhibit. I wonder if a copy could 
be handed to Mr. Curtice. 

Mr. Currice. I haven’t a copy of it. 

I have one now. 

Senator O’Manoney. This first table which impressed me very 
much shows that according to the Securities and Exchange Commis 
sion, and the Federal Trade Commission reports, the profits afte1 
taxes of corporat ions ranging from under $250,000 to over $100 million, 
for the entire group, shows a profit of 9.9 percent. 

And that with one exception, namely, the group beginning at $250, 


pe 


000, and the group beginning at $1 million, the trend of the | profit has 
constantly gone up according to the size. 

The profit after taxes of the group in which General Motors belongs, 
namely, $100 million and over, is 12.1 percent as compared with the 
average for all of 9.9 percent. 

And it is 12.1 percent compared with the corporations having a 
profit of $50 million, up to $100 million, which is 8.7 percent, which 
means a difference of 3.4 percent greater for the huge corporations 
than for those in the huge minus class, namely, the $ $50 million to 
$99,999,000. 

In other words, the advantage which the giant corporations in the 
$100 million and over class have, is 3.4 percent, whereas the profit 
of the small corporation under $250,000, is only 3.2 percent. 

This table, if we are to accept it at face value, would indicate that 
increasing profit accompanies increasing size. And the testimony 
of Mr. Bradley here this afternoon was ‘that your fiscal policy is to 
calculate upon a profit of 15 to 20 percent on net werk. That is 
your goal all of the time. 

Have I stated the facts correctly ? 

Mr. Curtice. That is the objective; yes, sir. 

Mr. Braptey. That is right. 

Senator O’Manoney. And we cannot question these figures. They 
are figures from the SEC and FTC. 

Mr. Curtice. I would not know any of the companies, what they 
are, or what kind of business they are engaged i in from this statement. 

Senator O’Manonry. They are engaged in all industries. 

Mr. Curticr. This would seem to be a display of all sizes but not 
necessarily. 


STUDY OF THE ANTITRUST LAWS 3611 


Senator O’Manoney. Right below the table I was reading, Mr. 
Curtice, are the industries—all industry groups were included in this 
ompilation, all the way from food and textiles and tobacco com- 

nies to the manufacturer of tr ansportation equipment, motor ve- 

les and parts, and miscellaneous manufacturing, including ord- 
ce, Which was 7.5 

So I think we must accept it as an overall accurate reflection of the 

rolits of industry. And General Motors rates at the very top. 

Mr. Burns was asking whether the figures that you had and were 
testifying here would not justify a lower price to the customer. I 
ave no opinion about it. I am just asking your opinion, because of 
the significance of these increasing profits accompanied by increasing 
51Ze 

Does that mean that the policy of industry in this country should 
be to magnify size and minimize the small company ? 

Mr. Currice. No; I think this points directly at efficiency. 

Senator O’Manonry. Well then 

Mr. Currice. I don’t know how efficient these other companies are. 
| only know how efficient General Motors is. 

Senator O’Manonry. Well, of course, I would grant you imme- 
diately that it is efficient. 

Mr. Curtice. And competitively we are able to offer the equal 
or greater value for a lower dollar in the market place. That is an- 
other test of the efficient operation of the General Motors Corp. 

Senator O’Manonry. Would General Motors in the long run lose 
profit for its stockholders if it were to reduce the price of the car to 
the customer? I suppose I could talk about Henry Ford, Sr., here. 

Mr. Currice. There has to be that continuing relationship between 
the cost and the price. 

Senator O’Manoney. Yes, of course. 

Mr. Curtice. That difference is the resulting profit for our efforts. 

Senator O’Manonry. But you see, you are at the top of the heap? 

Mr. Currice. I hope we can stay there. It is always a slippery 
spot but we are going to try. 

Senator O’Manoney. Yes; I have heard it said that those who sit 
in highest places tumble furthest when they fall. 

Mr. Currice. I heard that earlier today. 

Senator O’Manoney. But here we have the possibility on the face 
of the statistics that perhaps you could make your products uniformly 
regarded as a good one. 

Let me interrupt by saying that the first car I bought, Mr. Curtice, 
was a secondhand Buick. 

Mr. Curricer. Yes. 

Senator O’Manonry. The last car I bought was a Cadillac. 

Mr. Currice. Yes. Well, you got good values in both instances. 

Senator O’Manoney. So, I am ready to acknowledge that although 
| must tell you that I was driving my new Cadillac during the cam- 
paign of 1948 and I was almost up on the top of the mountain between 
Laramie and Cheyenne—— 

Mr. Currice. In 1948 somebody wanted to take it away from you, 
s that it? 

Senator O’Manoney. No, indeed. I get your allusion. Of course, 
ve kept it. [Laughter.] 

(Off the record.) 
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Senator O'Mauonery. Don't you think there is something to be sa 
or the situation existing in our country ¢ 

Mr. Currice. What L am saying is that we price ona basis, yea! 
n and year out, the good years and the bad, on the same standar 
volume, taking other important factors into consideration. And | 
think that our prices represent very outstanding values. 


Senator O'Maioney. You can understand why Members of Cor 
gess are constantly seeking for ways and means of doing something 
for small business. 


Back in 1946, Congress adopted the Legislative Reorganization Act 
| hich it soueht to eut down the number of committees in bot 


Liouses, and it adopted a rule abolishing special committees, the idea 
being that the standing committees should handle everything. That 
meant the abolition of the Small Business Committee. but the pre 
sure of the thought on this matter is that small business should be 
tided, and the only way we seem to be able to assist small busines 
s by loaning it money and putting it further in debt at the beginning 
of this administration 

Mr. Curricr. We happen to have—and it is in the prepared state 
ment which 1s filed with you, but it was not a part of the portion th 
| read here on Friday—21,000 suppliers, large and small, small bu 


ness laroe business. 


i had a letter just the other day from one in Chicago who employs 


people, and he said: 
I would like very much to come down to Washington and testify on yo 
if, as to the treatment that I have been accorded, which is indicative « 
et tment that is aceorded all of the suppliers. 
\nd he was quite right in that assumption. 
Senator O’Manonry. What I am talking — is this general 
picture furnished to us by the SEC, which indicates that the little 


low makes th mialler profit. 

Mr. Currice. Ile may perform a lesser function; I don’t know. 
[ wouldn’t know, without knowing what companies we are talking 
| é 
ANMoou;, 


Senator O'Marronry. This, of course, is a little side discussion, 


which probably has no relation to the facts we are trying to develop. 


[ have just been called to the telephone. There will be a recess for 
» minutes, 
(Short recess, ) 


Senator O'Matrronry. In reassembling, I would like to announce 
o all the witnesses that it will be necessary for me to recess the heat 
ing at4:350 until tomorrow morning at 10 o'clock. 

— re are other cae ands upon my time which ow be avoided 
this afternoon, so if Mr. Burns will continue until 4:30, [ will take 
just a aor minutes to close, and we will recess then until 10 o'clock 
tomorrow morning. 

Mr. Burns. The General Motors Acceptance Corp. is a separate 
corporation from General Motors Corp. ; is it not ¢ 

Mr. Braptey. That is right. 


Mr. Burns. It isa wholly owned subsidiary ? 


Mr. Braptey. Wholly owned subsidi: ary. 


Mr. Bur» 
GMAC ? . 
Mr. Braptey. Tam. 1 


vs. Now, you are a member ‘of the board of directors of 


ol 


O} 
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Mr. Burns. Are any of the other directors of General Motors Corp. 
Iso on GMAC ? 

Mr. Braptey. Mr. Stradella, the president of GMAC, is a director 
f General Motors, and Dr. Donner, a director of General Motors and 

nancial vice president, 1s also a director. 

Mr. Burns. Now, what are the reasons why GMAC is a spearate 
orporation, whereas most of your other operations are through di- 

sions of this parent corpor ation ¢ 

Mr. Braptey. It started that way and has continued that way ever 
since. It is organized under the banking law, banking companies 
irticles, so it operates under that. 

Mr. Burns. I assumed that that was probably a principal reason 
that it was, that it operated under the banking laws 

Mr. Braptey. That is right. 

Mr. Burns (continuing). Of the State of New York, is it? 

Mr. Braptey. That is right. 

Mr. Burns. And for that reason had to be separated from the rest 
of the corporation. 

But aside from the corporate distinction required by the law in 
order to operate as a finance company, are the policies of GMAC 
determined by the policymaking officials of General Motors Corp. ? 

Mr. Braptey. Well, General Motors Acceptance Corp. has its own 

rd of directors, of whom 3 are members of General Motors, 2 
beside the president, are members of the General Motors board; 
ire members of the General Motors finance committee, Mr. Donner, 

nd myself. 

It works out its own policies, but re ports to the finance committee 
of General Motors, which reviews its actions and its progress. But 

is not as closely integrated as our operating divisions are with the 
operating staff, for ex: imple. 

Mr. Burns. Who appoints the board of directors of GMAC ? 

Mr. Braptey. Its own board. 

Mr. Burns. Who appoints them? Who determines who are going 
to be directors, because General Motors Corp. owns all the stock, so 
t makes the selection. Who is it that makes the selection of who 

ll serve on the board of GMAC ? 

Mr. Braptey. GMAC’s board of directors. 

Mr. Burns. They determine who the directors are to be? 

Mr. Braptey. But it reports to the financial-policy committee of 
General Motors Corp. 

Mr. Burns. Maybe you misunderstood my question. General 
Motors Corp. owns all the stock; so it has the right 

Mr. Braptey. You said appointed; you meant elected ? 

Mr. Burns. Yes; elected. 

Mr. Braptey. That is right; General Motors does. 

Mr. Burns. Yes. But who in General Motors Corp. makes the 
determination as to who will be elected as directors of GMAC? 

Mr. Brapiry. Well, the financial-policy committee. 

Mr. Burns. Now, do the various General Motors divisions partici- 

ate in discussions as to what the policies of GMAC will be? 

Mr. Braptey. They do not. 

m9 Burns. For all practical purposes, GMAC is designed to serve 

» function, such as any other division would, of furthering the 
bie ctives of selling the products of the parent corporation; is it not? 
57 272—56—pt. 747 
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Mr. Brapuey. That is right. 

Mr. Burns. Well, are not the policies of financing the various diy 
sions discussed with General Motors division representatives ¢ 

Mr. Braptry. No; they are not; no. General Motors Acceptar 
Corp. is in competition with many other financing Institutions, an: 
it has to adopt policies which will enable it to sell its services 
competition. 

Mr. Burns. With respect to financing the passenger cars, doe 
GMAC endeavor to obtain business from dealers who sell product 
other than General Motors? 

Mr. Braptey. Will you repeat that, please ? 

Mr. Burns. With respect to passenger-car dealers, does GMAC lim 
its financing to dealers who sell General Motors products ¢ 

Mr. Brapitey. Well, generally speaking, but if a General Moto 
dealer handles some other line, they might finance that. But the big 
preponderance of the business is in General Motors cars. 

Mr. Burns. The purpose of having this finance company is to help 
to finance products made by General Motors Corp. 

Mr. Brapiey. That is right. 

Mr. Burns. Well then, the time when you are expanding sales, are 
not the policies of the car divisions with respect to their sales and 
~ ‘ir projections discussed either by you and transmitted to GMAC 

wr by any other GMAC officials ¢ 

Mr. Brapiey. Well, GMAC must make its plans to be able to finance 
the business, if it is growing. It has plenty of information on that 
score, as we do not find the car divisions particularly silent on the 
plans when they are planning to expand, so there is plenty of notice. 

Mr. Burns. The corporation has other finance companies besides 
GMAC, does it not? 

Mr. Braptey. We have another one called Yellow Manufacturing 
Acceptance Corp., which we acquired in the consolidation of Yellow 
Truck & Coach, and it finances the products of our truck and coach 
division, primarily, and is under the jurisdiction of our truck and 
coach division. 

Mr. Burns. You say that that was acquired at the time you acquired 
the Yellow Coach ? 

Mr. Braptey. Yes, they already had it. 

Mr. Burns. Was there any reason for maintaining that as a separate 
finance organization for GMAC? 

Mr. Braptey. Yes. GMAC was organized to handle really thou 
sands of smaller items. The purchaser of a truck or a bus has to 
earn his living with it, so that those credits have to be gone over in 
relation to: Is his operation sound, is the busline sound, is there a 
traflic potential there, and tailor the terms to meet the requirements. 

So it was sort of a tailor-made little operation; it was a small one 
for commercial vehicle operators. And it seemed more economical. 
The truck companies manufacture most of the products which they 
finance, and sell, and there has to be a survey made of the earning 
potential of the customer who buys on time. 

So they were much closer to their customers than GMAC, and we 
didn’t see any advantage in merging them, but a disadvantage in 
putting that kind of a specialized operation into a big, more or less 
mass operation. 





ie 
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Mr. Burns. What is the division of responsibility in financing be 
tween GMAC and YMAC? 

Mr. Braptey. Well, YMAC has its own customers who are either 

dealers or motor-coach purchasers. Occasionally, one will be 
dualed with some other, handle some other product, and if so, they 
will handle that, too. 

Mir. Burns. Does YMAC limit its activities to the financing of the 
purchase of GM products? 

. Mr. Brapiey. Unless some dealer happens to be dual—the last time 
I looked at it, there were a few duals. 

Mr. Burns. But in general, YMAC’s function is to finance the cars 
mu ch ised from GMC div ision ¢ 

\ir. BrapLey. That is right. 

(nd it is really the vehicles which have to earn their living, that 
is. trucks and motor coaches. 

Mr. Burns. Now, does it also finance the purchases of equipment 
from the Euclid division ¢ 

Mr. Braptey. It does now, yes. That is also in the line of working 
equipment where the buyer of that has a contract that has to be looked 
nto, work out a loan for the balance of the payments in relation to 
his receipts. So that is also a specialized situation. 

Mr. Burns. Now, to what extent does GMAC finance any kind of 
purchases, other than passenger automobiles ? 

Mr. Braptey. Well, they finance Frigidaire and other household 
appliances. The formerly financed some of the diesel locomotives, 
particularly for railroads which were in receivership, and leases were 
made. Then they will finance a little where a dealer is dual, there 
might be a small amount of that, with a competitive make there is a 
small amount of that type of financing. 

Mr. Burns. To what extent—go ahead. 

Mr. Brap.ey. I think that is all. 

Mr. Burns. To what extent does GMAC finance a purchase of buses 
made by independent bus producers ¢ 

Mr. Braptey. Practically none, as I recall. I will have to ask Mr. 
Stradella, who is here. 

Mr. Srrapetta, GMAC finances a few of those for the Flxible Co. 
That is a historical development arising out of the fact that they 
were not earlier in the bus business, and they did handle ambulances 
and hearses with Buick and sometimes Cadillac chassis. 

We had done business with them quite a length of time before they 
bought the Twin Coach and after they bought the Twin Coach, they 
asked us if we would continue to finance some of that business for 
them, and we said we would. 

Mr. Burns. You do not generally finance sales of buses from other 
manufacturers? This was a special situation. 

Mr. Srrape na. This was a special situation. 

Mr. Brapiey. It was an old relationship. 

Mr. Srrapetna. It was an old relationship arising out of a previous 
product. 

Mr. Burns. What is the function of Motors Insurance Corp., and 
What is its relationship to General Motors ? 

Mr. Braptey. That is a subsidiary of General Motors Acceptance 
Corp. It is 100 percent owned by GMAC. That handles insurance 
In many cases where the car is purchased on time through GMAC 
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Mr. Br RNS. Mr. Bradley, are you familiar with the data as to the 
number of banks from which GMAC borrows? 

Mr. Brapiey. I don’t have it in my head. Iam familiar with it. 

Mr. Strapenta. Roughly 570, 

Mr. Burns. How many ¢ 

Mr. Srrapen..a. 570 that we have lines of credit with. We do not 
borrow from all of them all of the time. 

Mr. Burns. Do you have any information available which would 
indicate the number of cities in which those banks are located or the 
number of States? 

Mr. Srrapentia. I would say every State in the Union. I haven't 
got a list of them. We havea list which we have in our annual report 
which we can “i ry easily furnish you. 

Mr. Burns. I will save those questions for Mr. Stradella. I was 
just asking general questions of Mr. Bradley that might come under 
his jurisdiction as chairman of the Finance Committee. 

Can you tell us in how many banks the General Motors Corp. 
its subsidiaries make de ‘posits ¢ 


Mr. Brapiey. Yes, just a second, 543. 
Mr. Burns. Can you tell us in how many cities or how many States 
those banks are located ? 
I 


Mr. Donner. It would be in most of the States and in 157 cities, all 
of the cities of 350,000 population or over, and some below. 

Mr. Bravery. Some below. 

Mr. Donner. The total is 157 cities. 

Senator O’Manoney. Is there a standard by which you select the 
bank for a depositary ? 


; 

Mr. Donner. There are two things we consider. One is the credit ; t 
lines that they can give us, which is a factor of their size. They can 
lend up to 10 percent of their capiti al. 

The other factor is the use we can get through the use of the bank . 
for clearing checks, and so forth. So it is a factor of credit lines 
and activity. = 

Senator O’Manoney. It is necessary for the conduct of the busi- 
ness of General Motors? t 

Mr. Donner. That is correct, sir. -: 

Senator O’Manoney. The clearance of checks has to do with your 
business with your dealers? f 

Mr. Donner. And with our plants that are scattered all around 
the country. y - 

Senator O’Manoney. Scattered around the country ? 5 ™ 

Mr. Brapiey. It would be both. : P 

Mr. Donner. It would be both our dealers and the plants, both j - 
the receipt of funds and the disbursement of funds. ; b 


Senator O’Manonry. How much money is on deposit in these three 
hundred-odd banks? 

Mr. Donner. It is in the area of $350 million, I would say. 

Mr. Burns. Those are all of the questions I have of Mr. Bradley. 
I would like to continue with Mr. Goad. 

Senator O’Manonry. May I ask one question of Mr. Bradley be- 
fore he leaves? 

During the course of your testimony this morning, Mr. Bradley, 7 
when you were discussing the bonuses paid to executives of General 
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Motors. you told us, as I recall, that part of this bonus is paid after 
rement. Is that right? 

Mr. BrapLtey. That would depend on the age of the man. 

Senator O’Manoney. Yes. 

Mr. Braptey. It is spread out over 5 years, and, say he were given 

honus in a year when he was 64, and he retired at 65, he would 

ive 3 more installments coming after that of that bonus—yes. 
ator O’Manionry. That was not the point. 

Bu it you spoke about the limitation on the payment of this bonus, 
one of the limitations being that the recipient was barred from any 

mical action against the corporation. 

Mr. Braptey. That is correct. 

Senator O’MAnonery. How is that defined ? 

Mr. Braptey. Well, usually this, for instance, if we had an en- 
gineer that had worked on a product development in which we had a 
creat deal of investment—if he went to work for a competitor, his un- 
earned out bonus, as we call it, would be canceled, or if he went to work 
for a competitor directly. 

Senator O’Manonry. Any other reasons? 

Mr. Braptry. I don’t recall. That is the principal one. I don’t 
recall. I don’t recall any committing of crimes or anything in that 
— ill area coming up under that. 

ator O’Manonry. Do you recall of any instances in which the 
bonus was cut off for action inimical to the corporation ¢ 

Mr. Braptry. Oh, yes; this is where they went with competition. 

Senator O’Manonry. Whatever the reasons were, can you recite 
those reasons ? 

Mr. Brapitry. That is the reason. 

Senator O’Manoney. That is the only reason which you can think 
of? ; 

Mr. Brapitry. Yes; I mean in thinking of the cases that have been 
canceled out. 

Senator O’Manonery. Is there any way by which the recipient of 
the bonus could contest the decision of management that he had done 
something inimical to the corporation ? 

Mr. Brapiey. Oh, he could sue to have the bonus paid to him. We 
haven’t had that, have we, on a retired employee? 

Senator O’Manoney. Is there anything in the document itself or 
the resolution of the board, the action by which the bonus is granted, 
which would furnish a definition for the guidance of a retired em- 
ployee, who felt that he was injured by the cancellation of his bonus 
or the portion due ? 

Mr. Braptey. I think the bonus plan spells it out pretty well. The 
bonus i is given for, say, your specific service during the year and con- 

ribution to the corporation .nd for staying with the corporation. 
Th; at is in there. 

So if he does not stay, he really has no rights unless the bonus and 
salary ea decides that it is a mutu: ally agreeable separation— 
he can’t handle the job or something like that. 

Senator O’Manonry. Very good. 

Mr. Burns. One more question of Mr. Bradley, with respect to the 
projection of standard capac ity: Do you consider a particular size of 
plant and some limitation on the number of employees or the num- 
ber of units to be manufactured ? 
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Mr. Braptey. Mr. Goad might want to go into that more than 
[ can. 

I would say, based on my experience with it, we do not. And opin 
ions differ some among our own people. 

For instance, Buick likes to be in one concentrated area in Flint: 
Chevrolet, how many people have you there—30,000 people. Chev- 
rolet, also efficient manufac turers, would rather be scattered. So they 
have plants in quite a number of cities, and not such concentration 
at any one. 

There are areas—Mr. Goad can give you the details—like body 
assembly and that business where certain rates per hour in a certain 
part of me line seems to have a maximum beyond that like another 
line and another location. We don’t have any absolutely cut and 
dried formula. 

Senator O’Manoney. Thank you very much, Mr. Bradley. We 
appreciate your testimony. 

Mr. Braptry. Thank you, Senator. 

Mr. Burns. Mr. Goad, I want to first identify you for the record. 
How long have you been with the General Motors Corp? 

Mr. Goav. I joined the corporation with the Deleo-Remy Co. in 
Anderson in July 1923. 

Mr. Burns. What positions have you held up to the present time? 

Mr. Goap. Do you want the whole gamut? It will not take long. 

will hit the high spots. 

Mr. Burns. You might take those that will indicate your competency 
to answer questions of this character. 

Mr. Goan. I told you that I joined the corporation through the 
Delco-Remy Co. in 1923; and in December 1933, I was transferred 
to the AC Spark Plug Co. as works manager. I became general man- 
ager of that division in 19387. 

In December 1940, I was transferred to the central office as the 
assistant to our group executive in charge of our accessory groups. 

In January 1942, with the war on, I organized a new wartime di- 
vision of General Motors known as Eastern Aircraft, and operated that 
during the war. We were building airplanes for the Navy. 

In June 1943, I was made a vice president, still general manager of 
Eastern Air. 

In October of 1945, with the war ending, I was made general man- 
ager of our assembly group. 

In December of 1945, 1 was made group executive and given re- 
sponsibility for our Dayton Household groups and our assembly 
division. 

In June 1946, I was elected a director of the corporation. 

In September of 1946, I was made general manager of our Fisher 
Body group. 

In September of 1948, IT was made group executive of our body 
and assembly groups, and in January 1951, elected executive vice 
president of the corporation. Those are the important dates. 

Mr. Burns. Now, what divisions are within your responsibility 
at the present time? 

Mr. Goap. Well, I think the title pretty well describes my job, 
which job was to assist Mr. Curtice; on the chart that was up there, 
our car divisions, our accessory groups, and our body assembly groups 
report to me. 
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\s you will note on the chart there are two group executives, one 
arge of the accessory group and one in charge of the body and 
aaiie a that report through me to Mr. Curtice. 

Mr. Burns. And the other operating divisions of the chart do 

report to weit 

\ir. Goap. You mean over on the right-hand side? 

My. Burns. Yes. 

Mr. Goap. No; they do not. 

Vir. Burns. I notice under the general staff there is distribution, 

| believe that is under Mr. Hufstader 

Mr. Goan, That is right. 

Mir. BuRNs. Is his authority authority which includes the distribu- 

of the automotive and parts division products ? 

Mr. Goan. Well, Mr. Hufstader is vice president in charge of our 
entral office distribution staff, and that is a staff activity, like all 
of the other staff activities, and like most of the other staff activities, 

ce our personnel, 

Vir. Burns. I mean is the distribution of cars something which is 

» be discussed with him / 

Mr. Goap. I would think he would be much better qualified to 
inswer your questions on that than I would. 

Mr. Burns. Well, I am just trying to find out the scope of his 
ituthority so I could distinguish questions which should be saved for 

m or those that should be asked of you, and I just wanted to know 
whether he had the overall executive authority over the distribution 
of cars and accessories. 

Mr. Goap, Well, his is a staff activity. If you remember, Mr. Cur- 
tice in his report to you, he works with all our divisions in the distri- 
bution of their products. The distribution, the actual distribution, of 

urse, is handied by the divisions. 

\ir. Burns. Is there any overall executive who has any supervision 
over the dealer relations / 

Mr. Goan. Well, he certainly is inteersted in those problems; sure. 

Mr. Burns. Well, now— 

ayer Goap. As you understand our organization, those staff activi- 
ties are statf authority, not line authority. The line authority rests 

th the division. 

Mr. Burns. But he would have some authority on policy with re- 
spect to the distribution ¢ 

Mr. Goap. Yes, sir. 

Mr. Burns. I wanted to pick up a line of questioning I was pursu- 
ng with Mr. Bradley with respect to the projection of the market 
vhen you are planning a new model. 

Now, for example, when you made a model changeover in 1954 in 
ree divisions, did you make a specific projection for the period of 
vears during which you expected that basic model to be used { 

Mr. Goap. Well, our target was set up, a hoped-for projection, over 
hich we would amortize the tooling. 

\ctually that is developed, as was described here by Mr. Bradley, by 
he joint consideration of the divisions and ourselves in Detroit, in- 
luding Mr. Hufstader’s operation, and a forecast was made. 

So far as the scheduling of that forecast is concerned, once that is 
stablished, the production starts. 


1 
+} 


t} 





3620 STUDY OF THE ANTITRUST LAWS 


As fast as we began to receive information, which is at the end of 
the first 10 days. we promptly started to adjust that schedule in line 
with what the best information we could get would indicate that 
should be made. 

Mr. Burns. Is there a distinction in your planning between the 
long-term investment, such as this $2 billion plant expansion—— 

Mr. Goap. Oh, yes. 

Mr. Burns (continuing). Which covers a period of a number of 
years and a model changeover ? 

Mr. Goap. Yes. 

Mr. Burns. In such a ease is that change of 1954—I assume it 
required a substantial amount of new dies? 

Mr. Goan. That is right. 

Mr. Burns. Particularly for the body? 

Mr. Goav. That is right. 

Mr. Burns. At the time that you make that change, do you estimate 
that you probably use those dies for a certain number of years or 
relatively limited period ? 

Mr. Goap. We have a rate of chargeoff on those dies. 

Mr. Donner. The factor we use takes into account the number of 
years we anticipate using them, and the necessity of replacing or 
changing them over that period of years, because you may have 
interim changes that require costing. 

Mr. Currice. But the primary estimate of how many may be sold 

rests entirely with the general manager of the division, and he may 
have to adjust that up or down, depending upon the public reaction 
to the addition of the new tooling represented in the new model. But 
that has been a continuous thing throughout the industry, of adding 
a new model whenever our stylists can come up with an extraordinarily 
good idea, as they did with this, first, the 2-door hard top and then 
the one you are referring to in 1954, the 4-door hard top. 

Mr. Burns. Now, when you make that type of changeover, does the 
division or do you, as the executive over these divisions, project a 
number of cars which you expect to sell or do you project a percentage 
of the market ? 

Mr. Goan. Well, the division projects the number of cars and not a 
percentage of the market. 

Mr. Burns. What factors do you take into consideration in deter- 
mining whether the numbers of cars which you propose to make dur- 
ing the period—how that is releated to the percentage of the market 
which poe have achieved up to that time? 

Mr. Goap. Well, of course, past history is a good guide to the divi- 
sion. They usually set that up on the basis of the best information 
they have at hand, predicated on their past, and on the information 
that they can gather at the time they make the forecast. 

Mr. Burns. When you make the forecast, do you make it for the 
market as a whole, or do you make it independently for each price 
class in which the products are sold? 

Mr. Goan. Well, if you are talking about the introduction of a new 
model, they would make the forecasts for that model. They would 
also take into consideration the effect that this introduction of a new 
model might have on other models that they had in their line. 

Mr. Burns. Now, having determined what this standard volume 
was going to be with respect to a model that is being put out, such 
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the 1954 model, what steps do you take to assure that you will 
ichieve or surpass that number of units which you have projected 
is necessary to obtain the profit margin that you aim for? 

Mr. Goan. Well, I think Mr. Bradley has already covered your 

estion pretty well, hadn’t he? 

We set our forecast up, we establish our cost and our standard 
policy. in figuring the tooled capacity to produce the forecast; of 
course, that has to be taken into consideration in the scheduling. 

(nd the division has to be sure that its suppliers inside and out are 
n a position to supply the needed number of parts and materials. 

Mr. Burns. Well, I asked the question of Mr. Bradley because, as 
. matter of pricing responsibility, it was his responsibility to ulti- 
mately determine prices. And I have asked a similar question of you, 
because you work with the people who have to make and sell the car, 

nd have to meet the market. 

And I was interested to know what steps are taken by the divisions 
to achieve this number of units which they have computed as neces- 
sary - order to make the type of profit that they are interested in. 

Mr. Goap. Well, other than correcting their forecasts as they go 
long, their initial forecast, of course, determines the amount of tool- 
ing that has to be provided, and the number of people employed to 
produce the product—other than that—that is the yardstick from 
which they start. 

As I said, they start immediately to correct that information as 
the model progresses through the year. 

Mr. Burns. Now, with respect to this $2 billion of new investment 
for 1955 and 1956, will you tell us approximately how much of that 
was allocated to car assembly capacity ? 

Mr. Hogan. It was very heavily allocated to car production. 

Mr. Goan. Yes. 

Mr. Burns. Are there any figures available that you could furnish 
us‘ 

Mr. Donner. We could furnish them to you. 

Mr. Burns. Do you know how much of it was allocated for parts 
division ? 

Mr. Goan. I can’t tell you offhand; we can furnish you with those 
igures. 

Mr. Burns. Now, some of these parts divisions make parts which 
are sold to outside manufacturers, and are also, of course, sold for 
replacement; is that right? 

Mr. Goav. Some of the parts divisions make parts for replacement, 
yes. 

Mr. Burns. Now, with respect to the car assembly capacity, what 
method do you use in determining which of the lines of cars should 

ave the increased capacity ? 

“Mr. Goap. Well, those studies were made, of course, by the car 
divisions, and reviewed by the operations policy committee, and by Mr. 
Curtice. 

And the index volumes, as projected, were taken inte consideration 

s part of our long-range study. I think you realize that that expan- 
sion program wasn’t predic: ated on any short-term study; that was 
predicated on an economic study covering several years. 

Once it was established what added capacity was to be created, then 
that had to be translated back into the requirements of the divisions, 
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and that, of course, reaches back into your own feeding divisions 
Fisher Body, and our accessory groups and our assembly ‘division. It 
also has to be fed out to their suppliers, and the capacity created out 
there. 

That, of course, is at the option of the supplying company. 

Mr. Burns. Now, in making this expansion for long-term projec 
tion, did you base your planning on obtaining a particular percentage 
of a future market, or on a specific number of units, regardless of the 
size of the market ? 

Mr. Goap. No. It was predicated on the growth of the market. 
I think Mr. Curtice mentioned that. , 

Our economic studies and forecasts of the future are predicated 
largely on the growth in population, the shift in population from 
city to urban, and the general increase in the level of expendable 
income of the people of the country, the potential new-car buyers. 

Mr. Currice. I might add this to that; it might clarify the ques 
tions you are asking: 

It is against the entire market, the whole economic picture of the 
country, what we think the population is going to be, and what will 
be the gross national product by 1960, by 1965. And then we make 
the best estimate that we can of the goods and services that will be 
demanded from us, with the rising gross national product. 

And then we bring it down to the industry. We expect to work very 
hard and retain at least the position that we had. So, it is history 
rather than projecting ahead to accomplish a higher percent of the 
total that governs us very largely in the determination of the facilities. 

Then, as to the allocation between divisions, the amount of the 
increase for each division is determined by how short certain divisions 
are in relation to their present position, and then to bring all divi- 
sions—assuming that the low-price field and the medium- and the 
high-price fiel« is will continue to bear the same relationship over a 
period of years—and then we bring them all in a relative position by 
the addition of the new capacity. 

It may be important as between divisions, because some may have 
increased more the last time, and others may need greater expansion 
at this time, in order to bring them up to that relative position. 

Mr. Burns. With respect to this specific expansion program, which 
encompasses a relatively short period of time during, I believe, 1955-56, 
you plan to make these expenditures 

Mr. Currice. That is right. 

Mr. Burns. And you are projecting many times ahead; from 5 to 
10 years ahead. 

And you have made an economic estimate, based on an economic 
study ; you have made an estimate of what you believe will be the total 
annual sales of automobiles in the series of years; is that right? 

Mr. Curtice. That is right. 

We don’t know exactly what the sales are going to be in any one 
year, but we know what the trend line is going to be. 

Mr. Burns. You base it on all of these factors; you base your conclu- 
sions on certain annual sales of cars over a period of 5 to 10 years? 

Mr. Currice. Yes. But they may be in the wrong slot, as to the year. 

Mr. Burns. Well, now 

Mr. Curtice. But over a period of 5 years, over a period of 10 years, 
we would say that the need for increased production of automobiles 
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will result at about this level. And that trend line will be upward. 
And as between two you can measure, but you can’t specifically—I 
don’t know of anyone yet who can specific ally s say what the volume is 
going to bei in 1957, 1958, or 1959, you see. 

Mr. Burns. Now, having obtained that figure of projection as an 
average over the per iod of years, and in increasing your capacity, have 
you aimed to maintain your present percent of the market which I 
believe is a pproxim: itely 50 percent ? 

Mr. Curtice. That is what I said. 

Mr. Burns. You based it on that assumption. 

Mr. Curticr. You don’t stand still in this business. You slip back- 
ward or you go somewhat ahead. 

Mr. Burns. Has the projection been based on an effort to obtain a 
larger percentage of the increasing market ¢ 

Mr. Curricr. The projection is based on the maintaining of the 
present position. But, as I said earlier, we have to continue to work 
very hard in order to accomplish that. 

You will recall the chart that I showed where we had 12 percent of 
the industry and one of the major members of the industry had 55 or 60 
percent. 

Well, that changes. I could tell you a long story about why I was 
asked to go over to Buick on October 23, 1933. Here was Buick that 
had 266,000 unit production in 1926. It had 40,000 production in 
1933. So no one has a guaranteed market—no company, no division 
of General Motors. So there is a movement—there is a constant 
movement. 

Mr. Burns. You indicated that there might be some movement of 
the various divisions within this 

Mr. Currice. There has been 

Mr. Burns. 50-percent capacity. 

Mr. Curtice. There has been. That is why I say that the amount 
allocated out of this $2 billion may be more relative to some than to 
others for that very reason, that their growth may have been a little 
bit more rapid, that is to catch them 1 up to where they are at the 
present time. 

Mr. Burns. Now this question can be answered either by Mr. Goad 
or Mr. Curtice. 

In making these plans for expansion, these long-term plans, what 
weight do you give to the exp: ea plans of competitors? : 

Mr. C urTICE. We arrive, as I said, at what we think the national 
production is going to be, and I think I am on record as saying that 
it would be $ $500 billion early in the 1960’s. And then we try to 
develop from that what will be the market for automobiles. And our 
consideration of what our competitors are going to do is reflected by 
our provision to at least maintain our present. position, 


Mr. Burns. Now, I would like to go back to Mr. Goad for some 
questions. 


Senator O’Manoney. You are beginning a new line? 

Mr. Burns. This was a new subject. 

Senator O’Manoney. If it is a new subject, let me insert in the 
record a telegram which was just received this afternoon. 
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This comes to me from Lincoln, Nebr., addressed to me as acting 
chairman of the Antitrust Subcommittee and reads as follows: 


The following are resolutions that were adopted at the annual convention of 
the Nebraska New Car Dealers’ Association on last Friday December 2. This 
clearly demonstrates the attitude of Nebraska dealers and we feel they should 
be made a part of the record that is now being developed. 


RESOLUTION NO, 1 


Adopted by the Nebraska New Car Dealers’ Association in regular convention 
assembled on the 2d day of December 1955, at Omaha, Nebr. 


Whereas automobile manufacturers are primarily interested in retaining their 
percentage sales in the open market regardless of whether or not the franchised 
dealer makes a profit ; and 

Whereas negotiations and conference between the franchised dealer and factory 
representatives have been ineffective in solving these existing and growing prob- 
lems that are bringing economic ruin upon franchised dealers; and 

Whereas new car franchised dealers have been subjected to a series of abuses 
and coercive practices by their manufacturers, some of which are inequities of 
long standing, to wit: 

1. Packing of sales territories, both metropolitan and rural, with “stimulator 
dealers,” whose inadequate service facilities are detrimental to the general 
economy and a menace to customer safety and satisfaction by reason of the 
inability of such dealers to fulfill warranties and render efficient service. 

2. Forcing franchised dealers to sell at a loss due to excessively high produc- 
tion and under threat cf refusal to renew dealer contracts. 

3. Failure of the factories to control bootlegging. 

4. Coercing franchised dealers into using unethical advertising of “crazy dis- 
count” gimmicks and forcing dealers to purchase and use poorly conceivea ad 
vertising sales campaigns, materials, and useless equipment. 

5. Ridiculous badgering of franchised dealers for daily, 10-day, and monthly 
sales reports which are unnecessary, time-consuming, and expensive and of no 
value to the dealer. 

6. Deliberate delay and obvious stalling tactics in filling dealers’ orders 
for cars already sold until such time as unsold cars remaining in the dealers’ 
inventory are disposed of regardless of price. 

7. Manufacturers’ car distribution systems are presently antiquated, con- 
fused, inefficient, and highly detrimental to the efficient operation of dealers’ 
Sales programs. 

8. Unilateral contracts which protect only the factory. 

9. Dealers’ profits have dropped to the lowest point in automobile retail his- 
tory while the Big Three automobile manufacturers have enjoyed their greatest 
profits. This condition exists for the following reasons: 

A. Production of automobiles has been expanded to an alltime high. 

B. The factories receive payment and full profit at the time of delivery 
of automobiles to the dealer. 

C. The franchised dealers are therefore the manufacturers real custo- 
mers and are the underwriters of the manufacturers’ operations. 

DD. The dealers are forced to sell at practically no profit to keep pace 
with the high production. 

10. Entry of manufacturers into the open market in the sale of automobiles 
and trucks to Federal Government, States, and other political subdivisions and 
military personnel with resultant adverse price publicity and the consequent 
flooding of the used car and truck market by direct sale to the general public. 

11. A recently developed movement on the part of some manufacturers to 
disclaim all responsibility for defective workmanship and materials, thus 
placing full and complete responsibility for warranty upon the franchised dealers: 
Now, therefore, be it 

Resolved, That the Nebraska New Car Dealers Association in regular con- 
vention assembled in Omaha, Nebr., this 2d day of December 1955, while hereby 
reaffirming their opposition to economic controls, believe that it may be necessary 
to settle our dealer-factory differences through legislative means rather than 
through negotiations and conferences ; and be it further 

Resolved, That the Nebraska New Car Dealers Association firmly insists that 
unless there is immediate and satisfactory improvement in the unilateral and 
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inequitable relationships now existing between manufacturer and franchised 
dealers that there is no alternative except for the association to strenuously 
press for the passage and enforcement of a stronger manufacturers’ licensing 
law at the next session of the Nebraska Legislature; be it further 

Resolved, That officers and committees of the Nebraska New Car Dealers’ 
Association initiate action looking toward the development of State and, if nec- 
essary, Federal legislation unless reasonable progress is reported indicating 
improvement in dealer-factory relations before February 1, 1956; be it further 

Resolved, That a copy of this resolution be spread upon the minutes of this 
meeting and that copies therefore be transmitted to the O’Mahoney subcommittee 
of the United States Senate, to the President, central, regional, and zone executives 
of each automobile manufacturer whose new cars are sold in the State of Ne- 
braska: to the Governor of Nebraska, and all members of the Nebraska Legis- 
lature, to all members of the Nebraska congressional delegation, to the National 
Automobile Dealer Association, to all new car dealers in the State and to all 
new car dealer State associations. 


RESOLUTION NO. 2 


Whereas the automobile business is currently plagued by advertising which 
tends to mislead or deceive; and 

Whereas such misleading or deceptive advertising, whether in the newspapers 
or on the air waves, has the effect of destroying confidence in automobile dealers 
as merehants, and debasing the business ; and 

Whereas such destruction of confidence results in increased expense for all 
dealers, including those who utilize deceptive practices as well as those who do 
not, for it is well recognized that doing business in an atmosphere of doubt and 
suspicion adds greatly to the cost of doing business : and 

Whereas offers, come-ons, and inducements used in automobile advertisements 
can have the effect of causing customer doubt and suspicion as to the particular 
brand of automobile whose dealer uses such deceptive practices 
be it 

Resolved, That the Nebraska New Car Dealers Association at its convention 
in Omaha, Nebr., December 2, 1955, go on record as severely condemning such 
advertising and urging its members to adhere strictly to ethical practices. 


: Now, therefore, 


] JOHN B. QUINN, 
President, Nebraska New Car Dealers Association. 
Copies of these will be distributed to the witnesses. 
he committee will stand in recess until 10 o’clock 
morning. 
(Whereupon, at 4:35 p. m., the subcommittee took a recess until 
tomorrow, Wednesday, December 7, 1955, at 10 a. m.) 


tomorrow 
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WEDNESDAY, DECEMBER 7, 1955 


UnrrTep StTates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

(he subcommittee met, pursuant to recess, at 10:22 a. m., in room 
124, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present: Senator O’Mahoney (presiding) and Senator Dirksen. 

{Iso present: Joseph W. Burns, chief counsel; Donald P. McHugh, 
issistant counsel; and Paul H. Banner, economic consultant. 

enator O’Manoney. The Chair will open the meeting this morning 
by expressing the hope that we can now proceed to the conclusion of 
these open hear ings by the end of the week. It will be necessary for 
the staff and members of the committee to begin to prepare a report 
to the full committee for submission to Congress in January. 

The action of Mr. Curtice yesterday in m: aking =— his telegram 
to the General Motors dealers extending the 1-year contract to a 
ontract for 5 years, I regarded as what in the language a the Vulgate, 
so to speak, is a break in this automobile hearing. 

[ said last night, and yesterday, that I sincerely hoped that the 

tion of the president of General Motors with respect to General 
Motors dealers would be followed by similar actions on the part of 
other automobile manufacturers, particularly the Ford Motor Co. and 
the Chrysler Co. 

I also said at the time that the extension of the General Motors 
elling agreement from 1 to 5 years was not by any means a settlement 
of all of the issues which have been raised by those who have com- 

unicated with this committee, and by those who have testified before 
the committee. 

There are three other problems which to me seem to be of primary 
mportance. The first of these is the financial arrangements which 
ire made to facilitate the low downpayment and the long-term install- 

ent practices which are followed in the industry by all of the dealers. 

The second is the loading of cars with unwanted parts as alleged 
by the automobile dealers who o ave testified and by the associations 
vhich have wired us. 

[ am in receipt of wires this morning asking the committee not to be 
led into the belief that the extension of the contract is the solution. 
\nd I do not believe that any of us around the table felt that was 

only subject under discussion. 

I have mentioned two points, finance and loading. 

The third very important issue is the alleged bootlegging. And 

latter is in evidence before our very eyes by the advertisements 
ch are published daily in the newspapers. 
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For example, in the Washington Star, on the night before last. 
found on page A-26, a full page advertisement : 


The 1956 Buick The best Buick yet. 


This is a a ‘al automobile advertisement. It is signed by thi 
following dealers. Maryland: Caithness Buick Co.; Jack Daniel’ 
Buick Co.; Hyattsville Auto & Supply Co., Inc., District of Columbia: 
Otho W Wi: ams Buick: Emerson & Orme: Pe: ake Buick, Inc.; Stanley 
H. Horner, Ine., Virginia; Stewart Buick, Inc.; Temple Motor Co.: 
Page Hughes Buick, Ine. 

One of the signers of that advertisement is the Hyattsville Auto & 
Supply Co. This is the company which in the Washington News of 
Thursds Ly, December 1, published the following advertisement : 

No holds barred at Hyattsville Buick. 100 car sale of our entire stock « 
1956 Buicks. 

Then in parentheses : 

(Co. Exec. Cars) 
end parentheses. 

Once again Hyattsville Buick pulls out all stops to smash all the records 
Once again a suburban dealer offers the fabulous deal that enables them to 
outsell all other Buick dealers in the entire Washington area. Now you get at 
least $700 to $1,000 in trade for a 1956 Buick. That is right. We said at least. 
We are not hedging. Even if your car is ready for the scrap heap, even if you 
have to tow it in, you will get at least $700 to $1,000 in trade. 


Imagine what you will get on a late model. Don’t wait. Don’t hesitate 
Get the real deal now on a 1956 Buick. 1956 Buicks, all models, all body styles. 


Then there is the illustration, the hood of the new car: 
$700 to $1,000 for your old car, and that is the least we will give— 
to repeat 
the least we will give. 


The significance of this ad, however, is heightened by the fact that 
in these parentheses are the words “(Co. Exec. ¢ ‘ars).” The words 
are abbreviated, of course: “Co. exec.” 

What is a company executive car? The inference from the testi- 
mony that we have received is that a company exec utive car is one 
of the cars sold at the factory at the dealer’s price to company em- 
ployees, and by them, in turn, sold in competition with the dealer who 
holds the so-called contract. 

We have had a lot of testimony about this, and many communica 
tions about it, the fact that the factory seems to be in competition 
with the dealers, and that this is the source of the bootlegging which 
is represented. 

[ am impressed with the thought, Mr. Curtice, that the example 
which you gave yesterday, by your telegram to the dealers all over 
America that their selling agreement would be extended from 1 to 
5 years, could be used today by a telegram to all dealers and to all 
factories to stop the sale of the company cars by General Motors em- 
ployees in competition with your dealers. 

I have no doubt in the world that the Virginia dealers and the 
District of Columbia dealers who signed this ad from the Washington 
Star are suffering a great deal of competition from the Hyattsville 
Buick, which also signed the same ad, because they have the—- 
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Mr. Curtice. Mr. Chairman, I think some comment is necessary 
from me on this subject. 

Senator O’Manoney. Of course. 

Mr. Curtricr. The number of cars becoming available on an annual 
basis from employees who purchase them under the discount plan is a 
very small number. It has nothing to do with the subject of boot- 
legging. 

Senator O’Manonery. Well, does this advertisement of the Hyatts- 
ville Buick Co. offering $700 to $1,000 for a ear, even if the owner has 
to tow it in, does that have 

Mr. Curtice. That is his ad. 

Senator O Manonry. Does it have your approval ? 

Mr. Curtice. We have nothing to do with that ad. 

Senator O’Manonry. Where does he get the company cars? 

Mr. Currice. I do not know whether they are company cars or 
what they are. 

Senator O’Manonery. He says so. 

Mr. Currice. I know. He may get them from the zone; I do not 
know. 

Senator O’Manoney. Well, can’t we communicate with the zone 
and stop t his sort of business ? 

Mr. Currice. I suppose that he knows exactly what they are and 
what he is saying they are, but that is not the bootlegging subject. 
The bootlegging subject is one that no one in the industry has done 
so much about as I have. 

Senator O’Manoney. Well, I think you are to be congratulated if 
you have started it. 

Mr. Curtice. I initiated—no, we did not start it. The bootlegging 
practice developed out of the early postwar years. 

Senator O’Manonry. You misunderstood me. I mean, if you had 
started an eifort to control it. 

Mr. Curticr. Oh, very definitely. 

Senator O’Manonry. Do not misunderstand me. 

Mr. Curtice. Yes, 1am sorry if I did. 

Senator O’Manoney. Well, it is not unnatural that in a hearing 
of this kind there should be misunderstanding. 

Mr. Curticr. Well, I put forth great effort. I recognized the sub- 
ject was of such serious moment to the distribution of our automobiles 
and the welfare of our dealers, that I sent a letter, I think it was 
early in 1953 

Mr. en February 1954. 

Mr. Currice. February 1954, I believe, in which I made a very 
strong appeal to the dealers not to resell the cars to othe rs, except 
retail customers. 

Senator O’Manonry. May I make a suggestion, Mr. Curtice? You 
have behind you a large part of the staff of the chief executives of the 
divisions, May I suggest that you select 1 or 2 of those, particularly 
of the Buick division, : and send them to interview these W ashington 

Buick dealers and ask those Washington Buick dealers what they 
think of the advertisement of the Hyattsville Buick dealer with 
respect to company cars and this terrific trade-in value. 

Mr. Curticr. I would like to continue on the subject of what I at- 

tempted to do in regard to bootlegging. 

Senator O’Manoney. Very well. 
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Mr. Currice. It is a well-known fact in the industry that new car 
can only ren h the ve hannels of bootlegging from e wnfranchised deale Ts. 
hecause all of our cars, except those sold directly to employees unde: 
our discount plan, are sold to our enfranchised dealers. 

So I made a very strong appeal. And it was regarded favorably by 
a large number of our dealers. But the bootlegging continued to groy 
Thereafter - I think it might be well if I read this letter of Febru 
ary 24, 1954, as a part of the record on the subject of bootlegging. 
This is adk aeened to General Motors distributors and dealers: 


In March of 1953 I spoke to a large group of General Motors dealers in Chi 
ago. The subject of my remarks was Partners in Progress. Copies of that 
discussion were sent to every General Motors dealer. 


I might say that that was an honorary luncheon which the dealers, 
self-inspired, gave tome. I regarded it very highly as a great tribute 
to me personally on = part of the dealers. T here were 1,200 of them 
at that luncheon in Chicago, as many as could be seated, who paid 
their own way to come from all parts of the country to participate in 
this wonderful affair. Ithought it was a pretty good indication of the 
regard that a great many of our dealers had for me. 

Senator O’Manonry. Of course, it was a great compliment, Mr. 
Curtice. 

Mr. Curricr. A great compliment. And I accepted it as such. 
And I addressed them on the subject of Partners in Progress. 

‘To continue with the letter: 


At that time I discussed some of the fundamental concepts which activate 
General Motors and each of its car and truck divisions in their relationships 
with their dealers and distributors. 

I emphasized the conviction which has existed in General Motors for years 
that a strong, economically healthy, and aggressive distribution organization is 
just as important to General Motors as is sound engineering, modern manufac- 
turing, and appealing styling. 

In the same spirit of mutual understanding, today I want to discuss frankly 
with you a deplorable situation which is spreading in an alarming fashion in 
this business of ours. I refer obviously to the cancerous growth of “bootlegging”’ 
of new cars by enfranchised dealers throughout the industry, namely, the whole 
saling of new automobiles to used-car dealers and outlets not franchised to 
handle such new automobiles. 

it is a development that concerns us very deeply, and I am sure that it is just 
as vital to you. 

It is a malignancy which, if it is not stopped, will eat away the very vitals of 
your business and ours. 

In order that our products may get into the hands of retail customers, it is 
most desirable from the viewpoint of sound business judgment that those products 
get to market through our enfranchised dealers. ‘Thus, there are three equities 
involved in the marketing of automobiles—the customer's, the dealer’s, and the 
manufacturer’s. These equities emphasize the respective responsibilities that 
the m: ames icturer and dealer have to the customer and the mutual responsibilities 
that exist as between the manufacturer and the dealer. 

rhe aneeaaated has the responsibility for research, engineering, styling, 
production, and distribution. It must plan its manufacturing schedules as skill- 
fully as possible to build in conformity with the demands of the market and to 
protect and enhance its position in that market. It must build a dealer organ- 
ization on a foundation of sound dealer relations—being properly selective as to 
the number and location of dealerships, as well as to the individual ability of 
each dealer, and cooperating with the dealer in the distribution, sales, and 
ervice of his products. The performance of General Motors in the discharge of 
these responsibilities speaks for itself. 

General Motors dealers have come to accept the fundamental fact that it is 
their responsibility to provide adequate sales and service facilities to satisfy 
the needs of the customers in the territory wherein they function. They recog- 
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that these highly mechanized products which are constantly being im 
ed must be properly conditioned for delivery and must be serviced there- 
ter. This has become increasingly important in recent years with the develop 
ent of automatic transmissions, power steering, power brakes, high compres- 
on engines, and other features, including complicated body structures. General 
Motors dealers have generally provided marvelous facilities and trained person 
nel for the sales and servicing of the products they handle and the protection 
f their customers’ satisfaction. ‘To assist them in this important phase of the 
iness, General Motors is currently spending million of dollars to build train- 

« centers to better serve our dealers and their customers. 

The recognition of these equities and the proper discharge of our respective 

ponsibilities has established good will for the dealer, the manufacturer, and 

» produect—a good will that is essential to the sale and distribution to a cus 
tomer of the most complicated mechanical product under the daily operation and 

ntrol of the public. These factors have also been a source of protection for 

e dealer and the manufacturer in that they have minimized and practically 

inated serious claims for liabilities against the dealer and the manufacturer 
that are recognized in law. 

Is it any wonder that I am deeply concerned over a practice that may well have 

effect of destroying all the good that has been accomplished by our mutual 
efforts over the years, with its resulting effects upon the investments of General 
Motors dealers, the use of the products by our customers—not to mention General 
Motors, the entire automobile industry, and the economy as a whole? Let us also 
not forget the salesmen and servicemen who in many instances, for as many as 
20 and even 30 years, have performed their functions in this industry so well. 

What are the contributing factors that we look for in such a situation? Cer- 
tainly we have a buyer’s market and a very competitive market, but that is not 
as unusual circumstance or a new experience for General Motors. Is there 
excessive production or maldistribution resulting from unusual circumstances 
not contemplated in our usual planning for production and distribution? Our 
‘eports, surveys, and data clearly establish that these considerations are not 
contributing factors. In fact, 1954 models of General Motors cars were in the 
blootleg market before there was sufficient production to supply our dealers 
with the necessary stock for display and sales purposes. Even now some models 
in short supply because of limited production are being “bootlegged.” 

Under these circumstances, there can be only one reason for this practice— 
the selfish desire on the part of some dealers for a quick nominal profit at the 
expense of the customer, the public, the dealer organization, and the manufac- 
turer. Unfortunately this is not a new practice in the industry—but in the past 
t was indulged in only occasionally and to a limited extent. 

For our part, we will continue to review the performance of General Motors 
dealers in carrying out their obligations under the General Motors selling agree- 
ments. Whether “bootlegging” be the cause or the effect, it is not unreasonable 
to suspect that the dealer who indulges in such a practice may not be fulfilling 
\is contractual obligation to maintain an adequate sales staff and a selling and 

istomer relations organization adequate to take care of the sales potential 
of the area described in his selling agreement, as well as his obligation to develop 
he sale of new motor vehicles in that area. 

I appeal to all General Motors dealers to review their operations in the light 
f all of the considerations outlined above and to cooperate with General Motors 
n preserving the most valued franchise in the industry. 

Sincerely yours, 
H. H. Curtice, President. 


Senator O’Manonery. I am very glad that you read that letter, Mr. 
Curtice. Ty 

Mr. Curticr. On April 22, after having—— 

Senator O’Manonery. This year? 

Mr. Curtice. Of 1954. This was effective to a degree, but it was 
not the cure, and so then I sought for a solution in our contract and 
| asked the Attorney General for a conference, and Mr. Power and 
Mr. Nitschke, of our legal department, and I had that opportunity 
for discussion with the Attorney General, the Assistant Attorney 
General, and several—I think 2 or 3 of their staff assistants, at which 

me we outlined the problem, what it was doing, what it could do, 
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and we discussed what we had in our minds—not in writing, but it 
was in our minds—how we would like to include in our franchise 
a provision which would require the dealer, if he considered he had 
any cars in excess of his requirements, for whatever the reason, that he 
offer them back to General Motors or the division from which he 
bought them before offering them to any other channels, such as 
the used-car dealers or other outlets engage sd in “bootlegging.” 

We came away from that discussion. feeling quite encouraged with 
the reception to the thinking that we had advanced. 

They said, “Put what you have in mind in writing.” Within a few 
days Mr. Power returned and presented in writing the substance of 
the clause that we would like to have included in our agreement. The 
clause was this: 


Wholesale sales: Dealer will not knowingly sell at wholesale as defined below 
any current model— 


and it is left open for insertion of the current year— 


motor vehicles or chassis other than such as have been acquired by Dealer as 
used cars or as have been used or operated in the normal course of Dealer’s busi- 
ness without first offering such current model motor vehicles or chassis to the 
Seller for repurchase at the price or prices paid by Dealer to Seller for such motor 
vehicles or chassis in connection with the purchase thereof from Seller. 

A sale at wholesale is the sale directly to any person or party engaged in 
the business of selling new or used motor vehicles or chassis (other than a 
person or party who is a Dealer in new— 


whatever make 


motor vehicles and chassis under an agreement which is similar in form to this 
Direct Dealer Selling Agreement and to which Seller is a party) or to any 
representative or agent of such person or party or indirectly to any person or 
party engaged in the business of selling new Or used motor vehicles by sale to 
any person or party acquiring any such current model motor vehicles or chassis 
for resale to such person or party engaged in the business of selling new or used 
motor vehicles or chassis. 


The violation of that clause then would become one of the causes for 
cancellation of the agreement. 

All right. I do not have a copy of the letter that we received in 
reply from the Attorney General, but the following excerpt from an 
expl: inatory letter to our dealers summarizes the content of his letter. 

Senator O’Manonry. I am sure you can provide that letter. 

Mr. Currice. Yes; we can provide the letter. 


By letter dated March 30, 1954, the Department of Justice advised that they 
had concluded that the Department could not undertake to waive the institu- 
tion of criminal proceedings with respect to such contractual provisions should 
they decide to test their legality if such provisions are incorporated in General 
Motor Corp. Selling Agreements since they raised the important questions under 
the antitrust laws. 

In passing, I might point out that the application was filed with the Depart- 
ment of Justice at a time when overproduction had been the subject of public 
discussion, but before the publicity given this subject more recently in Con- 
gress and in publications, 

Our attorneys are still of the opinion that the proposed clause is a reasonable 
contractual provision with a sound business purpose and does not contravene 
either the provisions or the spirit of the antitrust laws. While we would be 
willing to defend the legality of the proposed clause in civil proceedings, which 
is a risk we would have to assume even with a favorable opinion from the 
Department of Justice, I cannot expose the corporation or its representatives to 
possible criminal proceedings. 
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And, continuing the rest of the letter—this was the letter to the 
lealers explaining all of this— 

Let me assure you that we will continue our efforts to protect the good will 
f our products by every available legal means. We are studying the matter 

d any changes in our Selling Agreements which will accomplish this and 
which are legally permissible under present laws or under any future legisla- 

mn. will be made available to our dealers. 

We are also reviewing the performance of General Motors dealers in carrying 
wut their obligations under the General Motors selling agreements. 

[ again appeal to all General Motors dealers to review their operations and 
o cooperate with General Motors in maintaining the General Motors fran- 

hise as the most valued in the industry. 

Senator O’Manoney. Mr. Curtice, I was very much impressed with 
the phrase in vour letter, the original letter, which you read, to your 
dealers at the time that they } id you the compliment of the big 
inner. 

Mr. Curtice. Yes. 

Senator O’MAnoney. You said that you were partners in progress. 

Mr. Currice. That is right. 

Senator O’Manonry. Now, I trust that the executives of General 
Motors and the members of this committee can be partners in progress 
LISO. 

Mr. Currice. I can assure you that the General Motors Corp. and 
ts dealers continue to be partners in progress, just as they were when 

made the address in 1953, just as they have been over the years that 
(General Motors has been in existence. 

Senator O’Manoney. Let us, let the committee and General Motors, 
lso be partners in progress. 

I agree with your recitation of the equities which are under consid- 
ration, Which exist in this industry. You named them in that letter. 

Mr. Curtice. That is right. 

Senator O’Manoney. The consumer 

Mr. Currice. That is right. 

Senator O’MAHONEY. The « dealer ? 

Mr. Curtice. That is right. 

Senator O’Manonry And the manufacturer? 

Mr. Curticr. That is right. 

Senator O’Mauonry. Now, neither the consumer nor the dealer has 
his equity protected if bootlegging continues. I applaud you for the 
effort that you have made. 

Mr. Curtice. If I can interrupt for just a moment—— 

Senator O’Manoney. Yes, of course. 

Mr. Curtice. I would like to say that the next move I recited here 

1 Friday was in January 1955, ‘when I sent a letter to all of our 
de ae rs offer ing substantis lly the same terms, and this was the letter; 
that if for whatever reason they considered they had any excess auto- 
mobiles of the 1955 model on hand beyond the requirements, beyond 
the demand in their locality, to offer them back to us, and we would take 

them off their hands immediately and resell them to some other dealer 
who was in need of them. That put into practice without penalty the 
same clause which I sought approval of by the Department of Justice. 

Senator O’Manonry. Were any cars repurchased ? 
) Mr. Currice. We had a few station wagons that were bought in 
; New York from the Chevrolet division intended for taxicab service, 
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which were in excess of the dealer’s requirements because he did no 
make the deal for taxicabs, and we bought them back. 

Senator O’Manonry. Now, let me say again—— 

Mr. Currice. In line, in strict accordance with the letter, and we 
had, to my knowledge, no other instances where dealers had 

Senator O’Manoney. All right. 

Mr. Currice. Indicated—— 

Senator O’Manonry. We are looking to the future now, not to the 
past. 

May I say this to you: If we are in agreement, as we appear to be, 
that bootlegging is an evil which ought to be eradicated, and if it be 
the fact 

Mr. Currice. Oh, yes. 

Senator O"Manonry. Yes, you have stated it—if it be the fact that 
the Department of Justice in 1954, after having reviewed the claus: 
that you proposed 

Mr. Currice. Right. 

Senator O'Manoney. To insert into the selling agreement, reporte: 

ack to you that the Department was not ready to waive the antitrust 
= s should there be a violation of them—— 

Mr. Curtice. We were only asking—— 

Senator O’Matroney. I know. 

Mr. Curricr. For criminal relief. 

Senator O’Mantonry. Yes, I understand. 

Mr. Currice. But they were not ready to waive it. What do you 
call it, a railroad—— 

Senator O’Manonry. They were not ready to waive. So here we 
ore confronted with the situation-—— 

Mr. Currice. That is right. 

Senator O’Manonry. I can conceive of other offers you might 
make in your ¢ ontr act. Asvaitlnkie provision might be, for ex: umple, that 
the company undertakes not to require any dealer to take more cars 

than the area he serves can absorb on equitable terms. 

Mr. Currice. As a matter of fact, he does not agree to buy any 
under the terms of our contract. 

Senator O’Manonry. Of course, the complaint here is 

Mr. Currice. Of course, he cannot buy any. I cannot. believe he 
will remain a dealer long if he did not buy, but he is not obligated 
under the agreement to buy one car. 

Senator O’Marronry. Well, how could there be any cars for boot 
legging if the company did not require the dealers to take more cars 
than they can absorb? 

Mr. Curtice. He has to order. We do not supply him with one 
car that he does not order, and IT mentioned in this first letter that 
there were many clauses, and there were some selfish dealers who 
wanted to take the quick, easy profit rather than working to sell 
them 1 by 1 to the retail customers. 

Senator O’Manonry. Of course, your challenge—— 

Mr. Currice. All T was offering was to pay what he paid us for 
them. I wasn’t offering him anything above the wholesale price, if 
he could get $50 over the wholesale price; that is the fellow I am 


talking about, who has been feeding the bootleg channels with out 
produce t. 
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Senator O’Manonry. Mr. Curtice, all I know is what the testimony 
shows. And the testimony is universal from all parts of the country 
1at automobile dealers are compelled, not only by General Motors but 

e vy other car manufacturers, to take more cars than they are able 
to se]]—— 

Mr. Currice. There is no foundation for that, because 

Senator O’Manoney. Pardon me just a moment 

Mr. Curtice. Because the terms of our agreement require no dealer 
to purchase even one car from us. 

Senator O’Manonry. Will you allow me to finish my sentence / 

Mr. Curtice. Yes. 

Senator O’Manonry. These dealers make the complaint that they 
ire required to take more cars than they can sell on sound financial 

terms, and the result is the low cash downpayment and the prolonged 
period of installment buying, the weakening of credit. And they say 
that another result is the fact that the dealer must sell these cars at a 
oss. The dealers complain— 

Mr. Currice. That is not so, as far as General Motors dealers are 
oncerned, and its relations ships —— 

Senator O"Manoney. I am not a dealer, so—— 

Mr. Curticr. And on the financing, Mr. Stradella, I think, will 
clear your mind quite well on that subject of the credit situation as 
it is tod: ay—and it is in a very healthy state as far as General Motors 
and its de: alers are cone erned. 

Senator O’Manoney. I am just expressing the hope, sir, that we 

ll face these issues, and that out of these public hearings there will 
come the progress which will result in suppressing the bootlegging 
or the abandonment of the bootlegging, and the reestablishment of 
sound eredit terms, if sound credit terms have been abandoned. 

Mr. Currice. We haven’t abandoned them. 

Senator O’Manonry. This committee desires to cooperate with 
you, with Ford, and with Chrysler, in reestablishing a sound basis 
for this great industry. And we cannot believe, sir, that the tre- 
mendous response that has come in to this committee, the telegrams 
we have received from Members of Congress—Senator Butler of 
Maryland, for instance, only a day or two ago I put his wire in. 

Mr. Curtice. Yes: I remember. 

Senator O’Manoney. I had a wire this morning from Senator Kerr 
of Oklahoma, and I had others also from Members of Congress. 

: Mr. Curtice. On the point you made about the employees’ cars, 
‘s | would like to read what the employee has to subscribe to when he 
signs the order blank, to be entitled to the purchase of a car at a 
e discount: 
I represent that if I am privileged to purchase a new car on a special basis, 
10 it will be solely for my personal or immediate family use. And I intend to retain 
ll title to and possession of such new car for at least 12 months from date of its 
delivery to me. I understand that if I do not comply with the foregoing repre- 
sentations, the privilege of purchasing a new car on a special basis will be 
vithdrawn. I also understand that I can purchase only one car each model year. 
+ That covers that phase of it. 
. Now, I would like to say that there are two other things that, in 
“i the minds of some dealers, had an effect upon their attitude toward 
the business as of today. For a long time we had what we called a 
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clause in the agreement providing for territory security. That was 
excluded ins our agreement in 1949, because it was the judgment 
of our legal department that in the interpretation of the Sherman 
Act, it could very well be determined to be illegal. 

Now, in company with that, we had a provision which dealt with 
bootlegging. ‘This didn’t restrain a dealer from selling a car out- 
side of his area of influence, with a fence built around it by this terri- 
tory security provision—but in the event he did, if he sold it in New 
York City and it was to an owner here in Washington, D. C., the dealer 
who should have had that business may file a compl: uint. And we have 
processed some complaints of that kind, and it carried with it a 
penalty in dollars by the selling dealer, which was paid over to the 
offended dealer. One followed the other. 

You have talked about bootlegging. I have talked about bootleg- 
ging. The territory security, bootlegging, and the so-called packing, 
price packing—those are three things that are troublesome to dealers. 
And all three are in an area outside of our control. 

Senator O’Manoney. And that is why you are before the subcom- 
mittee of the Judiciary Committee, which has jurisdiction over the 
umendment of the antitrust law, and which has the power, if it can 
get the cooperation of all branches of the automobile industry, to 
work out a contract which the Department of Justice will be able to 
approve, because we can make it a part of the law if we do the work 
efficiently and justly. 

Mr. Currice. I think you would have to enact some legislation. 

Senator O’Manoney. Of course, of course. 

Mr. Currice. In order to make territory security a legal process. 

Senator O’Manoney. This committee will necessarily have to con- 
sider what legislation to recommend. I have some ideas in my own 
mind, but I don’t like to talk about them—— 

Mr. Currice. I have an idea that there will be a great many 
people—— 

Senator O’Manonry (continuing). Because I want the cooperation 
of the industry. 

Mr. Currice (continuing). Who will not wish to subscribe to re- 
straining when it affects the ultimate customer who is— 

Senator O’Manoney. I don’t know of anybody in Congress who 
would want to restrain the ultimate customer. 

Mr. Currice. No; but as soon as you build a fence about him, you 
inake it impossible for him to buy from whom he pleases and when 
he pleases. 

Senator O’Manoney. You are talking about a fence that you have 
in mind. The only fence I see now is the fence that the automobile 
factories are building around the dealers. And that is what we want 
to tear down. 

Mr. Curtice. No; I have tried to give you three things. And the 
bootlegging, while : say we had some of it in the prewar days, it 
really got its birth during the period of the pentup demand resulting 

from no production and production immediately following the war 
and for the next few years being so far below the demand that that 
is when the bootlegging practices got their great impetus. And they 
have continued in varying degrees throughout the country. 

Senator O’Marronrey. What I am afraid of, Mr. Curtice, is that 
the general counsel and Senator Dirksen will presently suggest to 
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e that I hire a hall for this debate between you and me. So let us 
vo on with the question. 
~ Mr. Curtice. I think we are dealing with the—— 

Se ar O’Manoney. We are dealing with the facts. 

Mr. ‘urtice. And I am trying to clarify your mind as to what 
might prompting those few telegrams that you are talking about 
from dealers, or letters that you h: ad from dealers. 

Senator O’Manoney. They are not few by any means, Mr. Curtice. 

Mr. Currice. By complaining dealers. And those are the three 
things 

Senator O’Manoney. As to my mind, let me assure you that it is 
as open as the four open doors of a Cadillac, or the best car you have. 

Mr. Curricr. Good. I hope I may be selling you a new Cadillac, 
a new 1956, which is the most outstanding— 

Senator O’Manoney. How much can I get for my old car? 

Laughter. | 

Mr. ( _ rrice. I don’t know. I will put you in touch with one of 
our most reputab . retail merchants, and I am sure that he will give 
vou a very fair deal. 
~ Senator O’Manoney. Mr. Burns, I apologize to you for taking up 
so much of your time. 

Mr. Burns. I would like to continue with Mr. Goad, and I would 
like to ask Mr. Goad about the practices and policies of the corporation 
with respect to the manufacture of parts by the car division or the 
manufacture by accessory groups, or the manufacture or purchase 
from outside groups. 

Now, in order to start on this phase of the subject, I would like for 
you to tell me, if you can, what principal parts of the automobiles 
are produced 100 percent by General Motors. For example, I believe 
bodies are manufactured entirely within your own organization, is 
that right ? 

Mr. Goap. That is right, Mr. Burns. 

[ do not know whether I can answer your question. If I understood 
you correctly, you said what parts are manufactured 100 percent by 
General Motors. Isthatr ight? 

Mr. Burns. Yes; and it may be that we will have to define “parts.’ 
I am thinking in terms of having some idea in the record of how much 
of the automobile is manufactured within the corporation by the divi- 
sion which assembles the car and which has the brand name, or by 
other accessory parts divisions, and, also, what you obtain from 
outside. 

Mr. Goap. Of course, Mr. Burns, that varies by division, by car 
division. 

Mr. Burns. That is what we want to learn today. 

Mr. Goan. I have no record of what they buy, what they do not 
buy; what thy make and what they do not make. 

IfIm: LY, I would like to tr y to clarify this word “accessory” division. 

Accessories, of course, you can remember when the windshield was 
an accessory; later when the windshield wiper was an accessory. Of 
course, they are sts indard parts today, standard equipment. 

No further back than a year ago the directional signal was an 


optional accessory on some of our cars. Today it is not. It is a 
standard part of the car. 








3638 STUDY OF THE ANTITRUST LAWS 


So that over the years those things have changed from what was one 
time, or at one time might be conside red an accessory in the automo 
bile. It is not now. 

There is no aay to differentiate between the valve in the engine and 
the engine itself, or the electrical system and the engine itself. - Cer 
tainly you could as have an automobile without a steering wheel. 
Those types of things are made by some of our divisions in their own 
plants. Some of them are made in what we call accessory plants, which 
are really other manufacturing plants of General Motors. And i 
some cases they buy those things. 

The same thing that might be made either in the aa k, for example, 
they might make the part in their own plant, or as Cadillac, it might 
buy it on the outside or have it made in one of our so-called accessory 
plants. 

So when you talk about parts made inside the division, the car 
division plant or made in one of our other manufacturing plants, or 
purchased outside from an outside supplier, it varies all over the lot 
within the corporation. 

I have no record—I do not believe we have one. 

Mr. Curticr. I think that we can give it to you in dollars. 

Mr. Goan. Yes, in dollars. 

Mr. Currice. Sixty percent of the cost going into the automobile 
consists of materials and services purchased from outside suppliers. 

Mr. Goap. And that varies. 

Mr. Curtice. That has been established at that level over the years. 
So there has been little or no change resulting from further integra- 
tion or the shift from outside suppliers to inside the corporation. 
That percentage remains quite as it has been over the years. And of 
our sales dollar, about 50 precent of the dollar that we take in from 
our customers is paid out to 21,000 suppliers of goods and services to 
us, ranging from the raw materials through to the parts and the 
components. 

Does that give you the answer ? 

Mr. Goap. That varies by divisions. 

Mr. Curtice. That is the only way in which we can answer your 
question as to what we produce and what we buy on the oe 

Mr. Goap. That changes. The items change from year to yea 
too. The major components are made by either the ieuion itself 
or the accessory divisions, and they are fairly stable, but it does 
change. 

I just happened to pick this up from Mr. Keating the other day. 
‘There are a few examples of how this shifts around. 

Prior to 1946 they made their own brake drums in their Saginaw 
foundry. I am talking about Chevrolet now. Presently they are 
buying them all on the outside from a foundry in your State, Way- 
land Co. in Chattanooga, Tenn. I am sorry. 

Senator Dirksen. That is all right. 

Mr. Burns. Let us start with a different definition, and instead 
of talking about parts in the sense of what are made in your accessory 
division, what I am interested in determining is what parts of the 
automobile are made by the division and why that particular part 
is made in the division, rather than in some other manner. And we 
might start by naming a few what I call parts that go into an 
automobile. 
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You have a body, for example. Are all of the bodies which are 

-ed in the various car divisions manufactured within the General 
\iotors Corp. ¢ 

Mr. Goap. No; we buy a few bodies on the outside. We buy some 
station wagon bodies from a plant in Lonia, Mich., but generally 
speaking we do make the bodies. They are made by Fisher Body. 

Now you want the reason why we do that / 

Mr. Burns. Yes. 

Mr. Goap. Well, there are several reasons. No. 1, it is the most 
economical way to do it because by building them in one place we 
can use common tooling and spread the cost of that tooling among 
more than one division. 

Primarily, body design and construction is a highly specialized 
part of the industry. The engineering required requires a very large 
engineering organization, highly specialized people. 

By putting it in one place we can make both an economic saving 
in the engineering cost, and we can also concentrate there the people 
who are specializing on that alone and it gives the advantage to all 
of the car divisions, resulting from that highly technical group of 
people. 

There is also a saving in the cost of producing the tools. That 
tooling activity is concentrated within Fisher Body, and by the way 
it isa very large activity. Wespend huge sums of money for tooling 
to make the bodies. 

There is another advantage in that we can break up the fabricating 
plants, and specialize them and concentrate the total volume of the 
car divisions into those Fisher Body fabricating plants. 

As you know, we ship those bodies to a number of assembly plants 
around the country. It is highly important that the parts, when they 
leave the Fisher Body fabricating plant, be to very close dimensions, 
that when they reach the assembly plant that the tooling be there to 
put them together—we ship them in pieces rather than as bodies and 
they are assembled into bodies and trimmed, either in the same plant 
or close by the plant, where they are put on to the chassis and turned 
into an automobile. 

All of those factors point in the direction or make it highly desir- 
able to concentrate body production in one division of General 
Motors. 

Mr. Burns. Does Fisher Body make the bodies for all divisions? 

Mr. Goap. Yes, they do. 

Mr. Burns. How about the chassis, where are they made? 

Mr. Goap. The chassis parts are made by the car divisions, or pur- 
chased. The chassis, speaking of it as a unit of the automobile, is 
built by the car division. Those parts, too, are shipped to the various 
assembly plants and assembled there into chassis. 

Mr. Burns. The chassis for all divisions are produced—— 

Mr. Goan. By the car divisions. 

Mr. Burns. By each producing its own? 

Mr. Goan. That is right. 

Mr. Curtice. I think it might be well to inject that we do buy one 
other body, which is made of plastic, for the Chevrolet Corvette. 

Mr. Burns. What other major parts of the car are made by the 
corporation or by the division? Do they make their own engines? 
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Mr. Goap. Yes; we manufacture all of our own engines. The ca 
divisions build those. 

Mr. Burns. Does each car division make its own engine? 

Mr. Goap. Each car division makes its own engine. 

Mr. Burns. 'To what extent does the car division make the parts 
that go into the engine? You start with a block, I presume. 

Mr. Goap. They are made by Buick and Chevrolet starting wit] 
the foundry; and Pontiae and Cadillac. The Oldsmobile divisioy 
buy their casting from both inside and outside sources. They all 
make the sled ks and the cylinder heads and the major components of 
what we call a short-block engine. They all buy from our oo divi- 

sion, the Deleo-Remy Division, the starting, lighting, and electrical] 

equipment, and they buy quite a few of the other attaching parts that 
go with the engine, the spark plugs and fuel pumps, from A. C. Spark 
Plug. 

Some of them make their own fans some of them buy them. They 
buy the radiators from Harrison Radiator division. 

Mr. Burns. Let us take these one at a time. With respect to the 
block, what technological reasons are there for Olds to buy outside of 
its car division when the others make it within the car division? 

Mr. Goap. There are no technological reasons. Oldsmobile does 
not operate a foundry. They buy a good share of their castings from 
our Central Foundry Division, which is a division of General Motors 
making both malleable castings and grey iron castings. 

I think I am right when I say that all of our divisions buy some of 
their castings, both malleable ‘and grey iron. That is a matter of 
economics for the division, or perhaps in some case it is history of the 
thing; they have never found it necessary to install. 

Mr. Burns. If there are no technological reasons, are there any 
economic re: sons why the Olds division handles that item differently 
from the others ¢ 

Mr. Goan. ceed that I know of. They could operate a foundry 
if they wanted to. They found it economical to buy the castings from 
the Central Foundry Division, and from others. 

Mr. Burns. Well, since the larger the volume produced by a plant, 
the lower the cost is supposed to be, would there be any advantage to 
having all of the castings for engines made under a single plant or 
under a single management ? 

Mr. Goap. The plant would be too large. I take exception to your 
point that the larger the plant, the greater the efficiency. In my 
opinion, size has nothing to do with efficiency. 

We have large divisions in General Motors and large plants and 
we have small divisions in General Motors and small plants. They 
are all efficient. 

Mr. Burns. So that at least as far as this one item is concerned, 
there are no particular advantages to making them within the division 
or purchasing them outside of the division ? 

Mr. Goan. It isa matter of economics. 

Mr. Burns. Well, if it is a matter of economics, that is what I am 
inquiring about. 

Mr. Goan. It is a choice with the division. If they feel they can 
do as well buying as they could to make them, then there is no point 
in making the capital investment to provide the foundry, let us put 
it that way. 


5 


STUDY OF THE ANTITRUST LAWS 3641 


Mr. Burns. Well— 

Mr. Goap. We have the capacity really in General Motors in the 
foundries that are in use, that are provided in other divisions, or at 
east to make a portion of the capacity. 

Mr. BurRNS. Well, is it one of your functions as the executive vice 
president over this group of car divisions to consider the choices 
ivailable as to whether the car division should make a part within its 

n division or obtain it from another division or outside ? 

Mr. Goap. That is the choice of the division. If the y were talking 
‘bout an expansion of capital investment to, say, provide this foundry 
it Olds, and we have capacity, either inside the corporation or it is 
wail: ab le on the outside, we would have to look at the economics on 
one hi ke that be fore we woul l agree to go ahea d. 

Mr. Burns. So that if Olds today, the Olds division, decided it 
wanted to have its own foundry to make the blocks, the corporation 
would have to decide whether that would be economical in view of the 
fact that it already has another plant that is available? 

Mr. Goan. That is right. The car divisions do business among 
themselves, too. 

Olds, for example, does not operate a foundry, but they do operate 
. forge shop. 

On the other hand, Pontiae operates a foundry but does not have a 
forge shop, and Olds sells forgings to Pontiac. Pontiac does not 
happen to sell castings to Olds, but that is just a matter of choice 
of the divisions. 

Mr. Burns. Well, does central foundry sell engine blocks to other 

tomobile manufacturers ? 

Mr. Goap. Not to my knowledge. 

Mr. Burns. The only engine blocks it makes then are for Olds or 
for other parts of your corporation ? 

Mr. Goan. They make other castings for other divisions. 

Mr. Burns. Well now, what other major parts of the automobile 
ire made within the corporation, either by a division or one of these 
outside divisions? 

Mr. Goap. Well, we make all our starting, lighting, electrical; we 
make all of the electrical equipment used on the automobile at Delco- 
Remy, for example, consisting of the starting motor, the generator, 
the distributor, the coil, the battery, various other switches, some of 
them, 

Mr. Burns. What are some of the major parts that are purchased 
outside of the corporation ? 

Mr. Goap. Well, we buy must of our frames, we buy most of our 
wheels, which are two major items, are major components of the 
utomobile that I can think of. There are many others. I do not 
happen to think of them. 

Mr. Burns. Just the major ones. Now, what is the reason for 
buying frames or wheels outside rather than manufacturing them 
by some division of the corporation ? 

Mr. Goap. The sources supplying our wheels have done an excellent 
ob over the years. They make a very statisfactory return for them- 
elves, and deliver us a product that is highly satisfactory in 1 price. 


‘There is no good reason why General Motors should make the capital 
investment. 
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We do make up some of our wheels in Chevrolet division, but 
also buy wheels. 

Mr. Burns. What is the reason why Chevrolet buys some whe 
from outside the corporation and manufactures others within its ow 
division ¢ 

Mr. Goap, At the time they went into the wheel business, T suppo 
they thought it was the correct thing to do, that there was an econon 
justification for doing it. 

As ain ne has gone on, the outside sources have proven a highly Sat 
factory source. There has been no reason to expand that activity 
They are satisfied with their supplier. 

Mr. Burns. This figure of 60 percent of cost of materials purchased 
from the outside, is that 60 pereent of the fabricated parts or is that 
percentage Including raw materials ¢ 

Mr. Goan. That ineludes raw materials. 

Mr. Burns. Do you have available any figure which represents tli 
value in dollars or the proportion of the cost of the automobile of 
fabricated parts purchased from outside of the corporation for th 
car divisions ? 

Mr. Goav. No, we do not. That would be a very difficult thing, M 
Burns, to get our hands on. It varies all over the lot, among divisions, 
and we are buying, of course, on the outside and from our own divi 
sions, Which supply material to the car divisions, and it varies by items 
between divisions. 

It would require almost 2 complete search of the purchasing records 
of all of the divisions to come up with such a figure. 

Mr. Burns. You do not know whether any division does have 

Mr. Goap. We do not have any control of that in central office, and 
they are not interested in the figures. 

Mr. Burns. Now, to what extent do the car divisions sell parts to 
each other ¢ 

Mr. Goan. I do not know what it amounts to in dollars, but there is 
quite a bit of that. 

Mr. Burns. Well, perhaps you could illustrate it by taking some 
parts and telling us why they would sell to one another. 

Mr. Goan. Well, the Buick division sells syne hromesh transmissions 
to both Oldsmobile and Pontiac. ‘That again is a question of locating 
in one plant the requirements for the three divisions, and it is the 
most economical way to produce the item. 

Can you think of any other item, major item, we are selling back 
and forth? 

Mr. Curtice. Yes. I think Buick also sells coil springs to Olds- 
mobile. There are quite a good many. 

Mr. Goap. There are quite a few sales of forgings and castings. 

Mr. Currice. As between Chevrolet and General Motors Truck, 
Chevrolet supplies a good many components to the truck division, and 
likewise, the truck division will supply certain items to Chevrolet. 

Mr. Burns. What would be the reason why Buick would sell this 
particular part, for example, the synchromesh transmission to Olds 
and Pontiac ¢ 

Mr. Goan. I thought I covered that. The production of synchro 
mesh transmissions is concentrated in the one plant which, as it hap- 
pens. happens to be part of the Buick, and that is the most economical] 
way to produce that part, the transmission. It requires less tooling, 
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<5 capital investment to do it in one P ‘lace than to split that produc- 
: three ways and have each of the car divisions produce their own. 

Mr. Burns. In selling a part suc th as ‘the synchromesh transmission 

, these other divisions, how is the price determined which Olds and 
Pontiac will pay to buick? 1 assume they do pay for it / 

Mr. Goap. Oh, sure, they pay for it. They negotiate the price 

ong themselves. 

Mr. Burns. Upon what basis is the price determined ¢ 

Vir. Goap. By negotiation. 

\ir. burns. 1 mean, is it determined— 

Mr. Goap. You mean, does it come before the price review group or 
something like that 4 

Mr. Burns. Whether it comes before the group or not, is there a 

hod, is there a policy, for the determination of price at which any 
division would sell any parts to other car divisions / 

Mr. Goan. No. They pretty well work that out among themselves. 
Of course, | know what they are doing; so does Mr. Curtice. If they 
try to hold someone up, we would know it. They do not do that. 
They work it out on an equitable business basis. 

\ll three divisions are pretty well acquainted with what goes into 

item they are selling, and they know whether they are being 
treated well or not. 

Mr. Burns. Do they try to establish a price the way a corporation 
loes on its products for sale? 

Mr. Goap. They use the same method of costing and pricing. 

Mr. Burns. Do they also include a percentage of profit ? 

Mr. Goap. Sure. 

Mr. Burns. But aren’t they given by the central office any guides 
as to the fermula they should follow in determining the price? 

Mr. Goap. No, we do not enter into it. 

Mr. Burns. Would the Buick division sell a part to Oldsmobile at 
a higher profit than you normally figure on the products which you 
sell to outsiders ? 

Mr. Goap. They would not do that. 

Mr. Burns. Would they sell it without profit; just based on cost? 

Mr. Goap. No, they would not do that either. Iam sure Mr. Wiles 
wants some profit for his efforts. He has to make a return on his 
Investment. 

Mr. Burns. Do these General Motors divisions sell these products 
to other manufacturers ¢ 

Mr. Goap. I do not believe any of our car divisions are selling to 
others. So-called accessory divisions, of course, do. 

Mr. Burns. With respect to this Buick synchromesh transmission, 
what are the factors which you consider in determining what is the 
economical size of that plant so as to come to the cone slusion that it was 
better to have them made by Buick, by one plant, rather than set up 
three plants, one under each division ¢ 

Mr. Goap. There is no hard and fast rule to it; that is a matter of 

lsiness judgment. 

Now, we are switching from the synchromesh transmission to the 
\utomatic transmission. Buick makes their own for their own use. 
hey do not sell that transmission to other General Motors divisions. 

Oldsmobile, Cadillac, and Pontiac buy their transmissions, their 
Hydra-Matic transmissions, from the Detroit Transmission Division. 
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Chevrolet makes their own, and that becomes a question of business 
judgment there as to which is the best way to go. 

Mr. Burns. When you say “business judgment,” are you including 
in that the determination of the efficiency of the operation 4 

Mr. Goap. That is right, and the cost of the investment, the capital 
investment, required, the cost of the tooling, and the efficiency of the 
operation. 

Mr. Burns. Do you have any method of judging the efficiency of 
the operation so as to test this business judgment ? 

Mr. Goap. You mean by that, do we have a rule that we can apply’ 

Mr. Burns. No; L assume that you are interested in efficiency, and 
that is one of the factors you are considering in forming this business 
judgment. 

Mr. Goan. That is right. 

Mr. Burns. I simply am inquiring what tests or standards you do 
have in trying to judge this efficiency. 

Mr. Goan. Perh: aps I can gener alize on that a little. 

We have found it highly advantageous to manufacture as a group 
those parts of a car or those items of a car, that are highly special— 
a good example was the starting, lighting, electrical equipment, where 
we can concentrate a group of people, responsible for the engineering 
and the advance engineering, people who are specialized in the par- 
ticular technique of manufacturing those particular items. By putting 
a reasonable amount of volume into one place; it also en: ables: us to use 
the very latest and advanced technology in manufacturing. 

We can develop highly specialized machines to perform operations. 
We get the benefit of the volume flowing through those machines. If 
we split that production 5 ways among the 5 car divisions of General] 
Motors, many of those things would not be justified. We could not 
have that highly competent fairly large group and all the facilities 
that are required for their use in the engineering department, nor 
could we justify the work in the process and tooling divisions required 
to work out the special machinery, much of which is built in their 
own tool shop. 

We would not have the advantage of the flow of sufficient volume 
going down those production lines, and we look at that. You might 
ask them why didn’t we put all our transmissions in one plant? Well, 
the transmissions are different; they are of different design. We felt 
it advisable to break that up. Buick makes theirs, Chevrolet makes 
theirs, and another plant makes them for the other three. 

That is generally the rule that we apply on that thing. It is the 
basic thing that determines whether we make an item in the car 
division separately or have one car division make it for more than one 
division, or whether we put it off in another manufacturing group 
such as Deleo-Remy. 

Mr. Burns. Now, is this synchromesh transmission used in all of 
Buick models ? 

Mr. Goap. No; in the upper end of the line the automatic transmis 
sion is now standard equipment. 

Mr. Currice. I might add a point in connection with transmission. 
Buick historically has had a transmission plant. The first advanced 
transmission that came into being was the introduction by Cadillac 
of the synchromesh transmission. Soon thereafter the other divisions 
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lopted the syne hromesh. Buick converted what it was making prior 

that time to the synehromesh for its own requirements. 

Releg later, in the middle thirties—and I happened to be at Buick 
_ 1 went there on October 23, 1933—our volume, as | mentioned 


esterd: iy, had dropped to 40,000 vehicles in 1933. So it was advan- 
tngeous—lL was looking for business of any int, because I had 

¢ plant and substantial investment, but not much business. And up 
to that time Buick had been supplying the synchromesh transmission 


to Oldsmobile, which division did not have a transmission plant. 
Pontiac was procuring their transmissions of a very similar type from 
Chevrolet. Chevrolet, I believe if my memory serves me correctly, 

eded more capacity. I had capacity at Buick. And so I took on the 
ob of serving the Pontiae division with the synchromesh trans- 


(ll combined, it was a relatively small requirement in those years, 
934 and 1935. So Buick continued from that time on to the present 
ipplying synchro-mesh transmissions. With the development of the 
tomatic transmission, the Hydra-Matic, which Oldsmobile first 
sed, and later Cadillac and later Pontiac, in the meantime a Detroit 
fransmission Division had been established to produce this very com- 
ex, complicated unit. And they continued to do that. 
Now, the other two divisions did not subscribe in their thinking to 
ie Hydra-Matie as the automatic transmission that they desired for 
eir particular car. So the Buick division developed the first torque 
onverter principle in the automatic transmission, and offered it in 
e year 1948. ‘That was the first application, the first development 
t kind of a design, and its first application to any passenger car 
a W hole wor Id. 
\nd so it has continued with repeated and very important changes, 
gineering changes, modifications from year to year improving that 
ransmission. 
Later in 1950 Chevrolet offered a transmission of their own devel- 
ment, together with our advanced engineering group, which was 
milar; it was the torque converter principle. They called it the 
power glide, as opposed to the Buick Dynaflow. And so they made all 
of their own transmissions. And it was a very natural thing that they 
ould make their automatic transmission, which at first represented 
mall percent of their passenger-car production, but today is in the 
rea of 60 percent in demand. 
Is that correct, Tom ? 
Mr. THomas H. Keating. That is correct. 
Mr. Currice. In Buick’s case they have had since 1948 Dynaflow as 
optional equipment, except for the last 2 or 3 years on the Road- 
ister, which is their top series car, on which it has been standard 
quipment. ‘This year it is standard equipment on the Century, the 
Super and the Roadmaster, and optional on the Special only. In 
er words, the Special—and it is true in the other divisions that 
‘lowest price units are offered with the synchromesh the demand 
fon whis h is declining constantly because the people like this great 
technological development. of automatic transmissions. 
Mr. Burns. Now, you have the Buick division which makes syn- 
romesh transmission for three of the divisions, Buick, Olds, and 
tiac, and the Hydra-Matic transmission division makes thai 
» for Pontiac, Cadillae, and Oldsmobile. 
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Mr. Goap. That is right. 

Mr. Burns. Now, is the reason that you have a single transmissio1 
plant for each of these different types that the volume for each of <n 
car divisions would not be sufficient, in your opinion, to warrant 
efficient operation if a separate plant was provided for each of the 
divisions to make that transmission ¢ 

Mr. Goan. Well, I don’t think volume is necessarily the determining 
factor. We can do a better job of it. As outlined before, volume 
wasn’t the determining factor. We could do a much better job at 
lower cost by concentrating the engineering on the highly complicated 
piece of equipment, the Hydr: a-Matic, in one division. And it takes 
considerably less in the way of investment, in tooling and in plant, to 
do it in one place, where we could concentrate with more elaborate 
gg 

Mr. Curticr. A very complex item such as an automatic transmis- 
sion requires quite a substantial investment in facilities, also a great 
know-how from an engineering standpoint to develop. It was an 
initial development with us, and it is a continuing development with 
us. We were first approached by the Ford Co., would we sell them 
our Hydra-Matic transmission for their Lincoln car, and possibly for 
their Mercury. And we said “yes.” 

We entered into an agreement with them to sell them. Next we 
had Kaiser-Fraser, who desired to buy our Hydra-Matic transmission. 
We made it available tothem. Likewise to Nash, to Hudson—in fact, 
anyone in the industry who desired to purchase that transmission was 
given the opportunity to do so. And they did not have a develop 
ment of their own, nor did they have a facility of their own. 

So that from that same facility, an economical product was avail- 
able to our using divisions as well as to other members of the industry 
if they wanted it, just as is the case with all of the accessories which we 
manufacture for our own use. We sell them quite extensively to other 
members of the industry, which is good for them, apparently, other 
wise they wouldn’t continue to buy from us. 

Mr. Burns. Using this as an example, and I assure that there are 
other examples in your operations—with respect to transmissions, 
does this mean that, for example, in the Hydra-Matic, that these three 

‘ar divisions which use the Hydra-Matic would not be able to manu- 
f acture that part as economically if each was a separate corporation, 

separate company, which wanted to have within its own plant the 
anes ture of the transmission of this type? 

Mr. Goan. I think that is a sound assumption, that we couldn’t do it 
as economically as it could be done in the one plant. That is prob- 
ably the reason that these other companies that Mr. Curtice men- 
tioned buy it from us rather than make it themselves. 

Mr. Curticr. Certainly that would have been true at the beginning 
with the volumes that prevailed at that time, and the state of the 
development of the art was such that it was better to have it in one 
place and not several. 

Mr. Burns. Do you feel as if today these three divisions using 
Hydra-Matic are able to have a lower cost as far as this part is con- 
cerned by obtaining the transmission from a single source rather than 
having one for each of the divisions ? 
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Mr. Currice. I think that is debatable. I think they get a better 
oduct than they would have if they were all three going in separate 
rections. 
Mr. Burns. Then how about the synchromesh, we don’t have there 
e same question of this highly technical skill, do we? 
\ir. Curtice. Oh, yes . But it seems not to lend itself to further ad- 
cement and development; it is the synchromesh transmission, and 
r'y cood one. 
But the automatic transmission lends itself to further develop- 
A ment constantly. So the great advantage is the engineering con- 
tration working with the engineering departments of the 3-car 
divisions, as well as our advanced engineering group at the technical 
center, that brings about a continuing improvement in the product at 
nuch faster rate than would be possible if you had it in the 3 dif- 
rent locations, in our opinion. And that is still debatable. 
= Goap. To pursue your point a little further, Borg-Warner came 
to the picture as the art in automatic transmissions deve loped, and 
i) ey have taken over the Ford account. Packard, a comparatl vely 
n mall producer in the industry, elected to make their own, and they 
lo make their own automatic transmission. Chrysler makes their 


Mr. Burns. So it isn’t a question of the volume which Packard 
produces compared to the General Motors car divisions which is the 
, determining factor ? 
is \ Goapv. Volume certainly wasn’t the determining factor in Pack- 
case. They had a little different conception of what they 
ed, and they elected to make it themselves. 


Mr. Bi rvs. Was there any ultimate advantage to the consumer in 
'y iving the transmission made in a single plant as distinguished from 
e iving it made by the separate divisions? 
‘I Mr. Goap. Well, I think the consumer is getting the benefit of the 
r things that Mr. Curtice just talked about, this highly technical group 
lesign, and the continued improvement in the product, that is cer- 
re tainly a reflection to the consumer. 
s. Mr. Burns. Well, are there any parts which are made by one of 
a divisions for use in the other car divisions or by one of these out- 
7. side groups such as the accessory group which do not involve this 
n. tion of the engineering skill and continued development of the 
he duct ¢ 

Vi Goan. Yes. 
if Mr. Burns. Can you give me an example of that? 
bh Ir. Goap. Mo stl decorative parts, for example, the kind of things 
n that = own- Lipe-( hapin make, car decorative parts, wheel disks, 

t parts that are plated and used for trim. That kind of busi- 
ne of course, is highly competitive, both inside and outside, and 
he iround quite a little with the model changes; there are many 
ne »f that kind. 

Mir. Burns. And what are the factors which determine whether a 
ng sion will make that type of part or purchase it from Brown- 
n- Lipe-Chapin? 
a1 Mr. Goan. It is right up to the car division and their purchasing 


tment. 
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Mr. Burns. Well, are there any advantages in Brown-Lipe-Chap 
in manufacturing them for more than one division ? 

Mr. Goan. Yes. 

Mr. Burns. And economics? 

Mr. Goap. Economics and volume, and the equipment remains 
fairly standard, the tooling changes, but the type of general equip- 
nent required for the m: anufacture of these items does not rs adically 
change. If it is die casting, it still can be made on a die-casting ma- 

chine. It may vary in appearance considerably, but the equipment i 
fairly standard. 

The same is true of the buffing and plating that is required. So the y 
are in a position to compete for the business, to compete against some 
very able people on the outside. 

Mr. Burns. Now with respect to your accessory division whic] 
ells parts, to what extent do they sell parts to outside manufacturers 
of the same type that they sell to car divisions of GM? 

Mr. Goap. ‘They compete for that business. Sometimes they get it 
and sometimes they lose it. 

Mr. Burns. Is there any policy with respect to whether one of 
these accessory divisions will sell only to GM car divisions or outside 
manufacturers ? 

Mr. Goap. No. 

[ might modify that to this extent. You have included Fisher Body 
in your discussion. I don’t think General Motors would want to make 
the capital investment to take on outside body business, nor would we 
want to be in a position where we could either divulge our advanced 
thinking to a competitor, nor would we want the competitor exposed. 

Mr. Burns. Does General Motors buy in significant quantities parts 
from outside car manufacturers ? 

Mr. Goan. Not significant. Wedo buy. We buy—I think—I don’t 
know what it amounts to in dollars. It does not amount to too mucl 
percentagewise in relation to our total purchases. 

Mr. Burns. Mr. Hogan has furnished us with some statistics o1 
that which we can study later instead of taking the time now. 

Mr. Goan. Yes. 

Mr. Burns. When a car or a parts or accessory division sells to 
outside manufacturers the type of part that it also sells to a car divi 
sion, does it charge the same price to the outside manufacturer ? 

Mr. Goan. Relatively so. They sell it in competition with manu 
facturers of similar parts, or the same part. For example, whe! 
Delco-Remy goes out to make a sale on a generator or a starting 
motor, et cetera, they are competing with others for the same business. 

Mr. Burns. When they sell a part to a General Motors car division, 

does Delco-Remy set the price it will sell and each division can take 
it or leave it, or do they bargain on the price? 

Mr. Goap. They bargain on the price. 

Mr. Burns. Can one car division buy a part from another accessory 
division at a lower price than another car division ? 

Mr. Goap. They could; yes. I am not saying that they do. 

Mr. Burns. Is there any control over that by the central office? 

Mr. Goan. Not formal control. I would know what they are doing 
Mr. Skinner would know what they are doing. 


te apB Nectar cvs « 






STUDY OF THE ANTITRUST LAWS 3649 


Mr. Currice. We don’t attempt to dig down into the detailed sale 
as to the prices they charge for each individual part that they are 


selling. 


Mr. Burns. How can you know whether these uccessory divisions 
re selling to outside manufacturers at the same price they are selling 


to the car division ¢ 


Ny Mr. Goap. Well, we know from their sales activities, the reports 
y make to us. Mr. Skinner certainly knows, in his contact with 
1ose divisions, eo they are doing in a general way. 

\Ir. Currice. When you say the same price, I think you have to 
os lify that because it could not be the same price unless it was the 
mn il article. And that rarely happens. Every draftsman has a 

oice, nnd, therefore. the basic component may be the same but it has 

iriation, due to engineering specifications brought about by the 
ere mstances within the engineering department and as affecting the 

yroduct on Which this particular unit or part is going to be used. 
, So there is very little—very few, I would say, that are identical. If 
hey use the same size spark plug, then they become identical. But 
of n you leave spark plugs, you get into the classification of engineer- 
1, nges on the basic component. But Mr. Goad said pricing is 

f ve. That is correct. 

Mr. Burns. Is the Hydra-Matic different in the three GM divisions 

diy h obtain the Hydra-Matic? 

Ae Mr. Goan. Yes, it is. 

oe Mr. Burns. Are the differences sufficiently substantial to warrant 
ws the difference in price ¢ 

ed. Mr. Goap. Yes. 

rte Mr. burns. Are those differences in price based upon differences in 
1 Mr. Goan. Most certainly. 

uM \ir. Burns. Would that same factor be the determination in whether 

liydra-matie designed or purchased by an outside car manufacturer, 

iat price that product would carry as compared to the similar prod- 

t sold to the GM car division ? 

Mr. Goan. Generally speaking that would be so. Of course, selling 
wd tside. selling anywhere, the factors of doing business are to be 
WV sidered. 

Mr. Burns. Is there any general policy with respect to what per- 
ig ntage of the requireme nt in the ear division would be purchased 
Dye hin General Motors and what percentage outside / 

- Mr. Goap. Did you say policy? 

1e . Mr. Bt RNS. Yes. 

+O Mr. Goap. No. 

Fa] Mr a RNS. Do you know whether any of the individual divisions 
y policy in that regard? 

Mr. C roaD. Tam quite sure that they do not have. 
aie Mir. Burns. When you purchase from outside suppliers, what cri- 

a do you use in selecting the supplier ? 

Mr. Goap. Our divisions, none of them are price buyers. Price, of 
a? course, is very, very important. But we try to establish reliable sup- 
hina hep people who are c apé able, have the engineer ing, who can produce 


product in the quantities we want and deliver it when we want it 
i 3 food qué lity. 
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And once a firm gets the business, especially in these more con 
plicated items, all of our divisions are slow to make a change. We try 
to give that supplier, whether inside or outside, every opportunity to 
retain the business. 

If some competitor comes along with either a better design or a 
better quality or of the same quality that can be built for a lower cost, 
of course he is going to get every consideration. He would have the 
right to expect to get the business. 

We do not ask for bids for the purpose of driving one supplier’s 
price down as against another bid. That is completely contrary to 
our thinking. We try to establish good suppliers and expect to stay 
with them. 

Mr. Burns. Do you ask for bids or do you negotiate the price with 
the suppliers ? 

Mr. Goap. Oh, they are negotiated. We don’t buy on sealed bids, 
if that is what you mean. Our conception of establishing suppliers is 
much more than buying. It must be given consideration by the 
engineering department of the purchasing division, if it is a major 
division by the management of the division, as well as by the purchas 
ing department. 

It is a joint operation. 

Mr. Burns. Ave there any items which are supplied entirely by o1 
outside firm ¢ 

Mr. Goap. I suppose there are. Offhand I can’t think of any. 

Mr. Currice. Glass. 

Mr. Goan. Glass—if you get into that area, we buy all of our glass 
We buy all of our steel. We are not in the manufacture of any of the 
basic materials. 

Mr. Currice. But no one steel company. 

Mr. Goap. He said one supplier. 

Mr. Burns. Glass would be one example. 

Mr. Goan. Yes. 

Mr. Burns. Are there any others? 

Mr. Goap. There probably are, but I can’t name them. 

Mr. Burns. From how many suppliers do you purchase tires ¢ 

Mr. Goan. I think it is 4 companies or 5 companies now. 

Mr. Curtice. Yes. 

Mr. Burns. Are those purchased centrally for all of the car di- 
visions ? 

Mr. Currice. Yes. 

Mr. Goap. Yes, they are. 

Mr. Curtice. With one exception, that the Chevrolet purchasing 
agent collaborates with the central office purchasing group in the pro- 
curement of their tires. But it is a joint effort between the central 
oflice and Chevrolet as applying to the Chevrolet requirements. 

Mr. Burns. Are there any suppliers whose total output is purchased 
by General Motors ¢ 

Mr. Curtice. No. 

Mr. Goap. No, I am sure that is not so. There are many suppliers 
whose total output of a product made to our design and on tooling 
which we have supplied, that are sold exclusively to General Motors. 

Mr. Burns. Well, are there any where you take as much as 50 
percent of the entire output of the supplier, any major part, not 
small things like nuts and bolts? 
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Mr. Goapv. If you consider sales at retail or to distributors or 
hrough other outlets, I don’t believe there is. If there is one, I don’t 
know of iG. 

Mr. Burns. Would you have available any material from which 

e could compile a list of suppliers of any major parts where you 
took more than 50 percent of his output? 

Mr. Curtice. No. 

Mr. Goap. I am quite sure that there might—there are so many 
rms with which we do business—there are thousands of them 
that I would not know. I doubt very much whether the buying divi- 

s would know. 

Mir. Burns. In the cases where the entire particular product which 
vou order is made for General Motors, do you negotiate with the 
supplier the various elements which make up the price, such as cost, 
overhead and rate of profit? 

Mr. Goap. No. You are talking of an outside supplier? 

Mr. Burns. An outside supplier. 

Mr. Goap. Coming to one of out purchasing departments? No, 

it is his business, selling us. 

[f it came down to detailed discussion, he might volunteer that 

formation, but that is part of the purchasing. 

Mr. Aen rns. You mean, for example, someone might argue during 

otiations that you were trying to get a price so low that he 
d not m ake a profit ? 

Mr. Goan. We certainly do want him to make a profit. We want 
ull of our rr sapplioes to make a profit. 

Mr. Burns. Is it customary to have any specific time period in 

our agreements with suppliers? 

\ir. Goan. In most cases we make an agreement with them to 

rnish our requirement for the model year. 

Senator O’Matrionry. May I ask a question, Mr. Burns? 

Mr. Burns. Yes. 

Senator O’Manonrty. You spoke of supplying tools to suppliers. 

Mr. Goan. Yes. 

ator O’Manonry. To how many suppliers has General Motors 
ipphed tools, to manufacture parts to the specifications of General 
Motors 

Mr. Goap. I can’t answer your question in detail. There are a 

rv large number of them. 

Senator O’Manoney. Very large number? 

Mr. Goan. Yes. 

Mr. Currice. I think you have to interpret the supply. We pay 
for the tools. They provide them but—— 

enator O’Manoney. I understand. 

Mr. Curticr. I want to make sure that you understand as to sup- 
plying tools. We don’t make them and turn them over tothem. They 

ke them to produce the part to our specification. 

Senator O’Manoney. What I was trying to develop, Mr. Curtice, 

the understanding between GM and the supplier with respect 

ie period during which that production will take place and the 

te = to be used and what the disposition of the tools is after the 
mtract has expired. 

.* Goap. They are our tools. In most cases the division might 
elect to tell him to scrap or tell him to do what he pleased with them. 
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Senator O’Manonry. For how long a period must the tool be used 
to make it an economic transaction for you to supply them / 

Mr. Goan. That would be determined—if we pay for the tools, of 
course, that makes no difference how long he runs it; he can throw 
them away the next day. We, of course, take that into consideration. 

Senator O’Manoney. You do not exactly mean that. You buy the 
tools for the supplier in order that he may produce certain commodities 
for your use. 

Mr. Goap. Yes. 

Senator O’Manonry. Is that on a year-to-year basis or what is the 
arrangement ¢ 

Mr. Goap. Sometimes we pay for them two ways. We may pay 
for them outright, for those tools, when he has completed them, give 
him a check for them. It has nothing to do with the pieces he ships. 

Other times he may include those tools, the depreciation of the tools, 
in the piece price, and in that case he would want to be assured of a 
suflicient run to amortize these tools. 

Senator O’Manoney. That is right. 

Mr. Goan. So that is all take into consideration at the time the pur 
chase is negotiated. 

Mr. Curtice. Specifically, probably for the model run. 

Senator O’Manoney. For the model run. 

Mr. Currice. Because items of that kind usually change from one 
year to the next. It is the common practice in the industry. 

Senator O’Manoney. But after the contract has been carried out, 
and the parts for the model run have been supplied for the period of 
the run, then you do not care what the 

Mr. Goan. Yes; we do. 

Senator O’Manoney (continuing). What the dealer does. 

Mr. Goap. Yes; we do. 

Senator O’Manoney. What do you do? 

Mr. Goap. We might ask him to ship us those tools or we might 
ask him to keep them and run service parts off of them, in which case 
there would be a new selling agreement negotiated with him, or pur- 
chase agreement, a new price established. 

He would then have the option of saying whether he wanted to 
do that or wanted to retain the tools and supply us service parts from 
them, whether he would want to ship them to us, and we might put 
them then in one of our service parts departments, to make a small 
quantity or we might elect to scrap them or we might tell him, “We 
don’t want them any more. Do with them what you please.” 

Senator O’Manoney. When the time comes to scrap them, that 
would be as a result of the fact that you no longer had any use for the 
parts? 

Mr. Goap. Any use for them. 

Senator O’Manoney. For the parts to be produced. 

Mr. Goap. We might elect to make an alltime service run, and tell 
him to scrap the tools and do what he pleased with them. 

Senator O’Manoney. Thank you. 

Senator Dirksen. One question, Mr. Chairman. 

Does this practice prevail, Mr. Goad, because you can get more 
expeditious delivery or buy to better advantage machine tools than 
a possible supplier? You could give him the money, of course, if he 
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did not have the capital to buy those machine tools, and let him buy 

m direct. 

Is there some advantage in letting you buy the machine tools? 

Mr. Goap. I think probably I should distinguish. Senator, between 

chine tools and tools. We do not normally supply him with the 
money to buy the machine tools. I am not talking about the machines 
hemse ilves, 

Senator Dirksen. What kind of tools are you talking about‘ 

Mr. Goap. What I am talking about is the tooling that goes on the 
machine. 

Senator Dirksen. Dies and jigs? 

Mr. Goap. Dies, jigs, and fixtures. 

Mr. Currice. As distinguished from capital investment. 

Senator Dirksen. Yes. 

[ was wondering whether this was a capital investment, or not. 

Mr. Curticr. No; it is not capital investment. 

Mr. Goan. It is expense. 

Mr. Curtice. It is amortized over a model year or a limited period 
of time. 

Senator Dirksen. Well, if it is in the field of dies and jigs, those, of 
ourse, are highly spec ialized. 

Mr. Goap. Yes; they are. 

Senator Dirksen. For that particular purpose. But I got the im- 
pression these were machine tools which would run into very con- 

siderable money. 

Mr. Goan. No: we do not buy capital investment for them. 

Mr. Burns. Now, in making these supply contracts, do you provide 
for any minimum quantities or any percentage of your requirements 4 

Mr. Goan. Yes. In almost all cases that condition is there. 

Mr. Burns. What is the policy with respect to that, if there is one? 

Mr. Goan. Well, it just would not. be good business judgment not to 
tell the man—he would insist on having a minimum quantity. 

Usually what we do, we tell him approximately how many we ex- 
pect to use, and he sets up his quotation on that basis, and we have 
negotiations with him for the model year’s requirement. 

Mr. Curticr. But if there are more than one, there m: ay be varying 
percentages that each is participating in the whole. 

Mr. Goan. Yes. 

Mr. Burns. Will the price of the product vary during the year 
depending upon the volume, or is the price set and then he takes the 
risk like you do as to whether there is an increase in the number sold 
or a lower number than you estimated ? 

Mr. Goap. Well, normally that is the procedure, which is to make 
contract for the year. But if conditions develop beyond his control, 
if you had a marked change in the basic material costs, for example, 
he would come back—we are always willing to listen, and adjust 
accordingly. 

Mr. Curtice. I do not think prices are firm for more than 90 days. 

Mr. Goav. No; hecan change his price. 

Mr. Currice. Most of the items we purchase outside of upholstery 
material are made from steel, and should there be, as there have been 
in the past, price rises pertaining to steel, well, immediately that has 
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to be reflected in any of our suppliers to us in the cost of the piece 
that they are supplying. 

Mr. Goap. These suppliers have a 90-day schedule put out in front 
of them all the time. That is the way we have to operate. Every time 
we make a new buy or a new scheduled release, we are projecting out 
there at least 90 days for the purchase of those materials and all the 
parts that we bring into the corporation. 

Mr. Curtice. Subject to fluctuation. 

Mr. Goan. Subject to fluctuation in the schedule. 

It may fluctuate up or down, but that is the schedule he is working 
on, 90 days in advance of his current delivery. 

Senator O’Manoney. Did I understand you to say, Mr. Curtice, that 
most of the materials you buy are steel, except upholstery materials? 

Mr. Currice. I say most of the parts. 

Senator O’Manoney. Most of the parts? 

Mr. Curtice. Or components that we purchase are made from steel 
of some kind. 

Senator O’Manonry. Yes. Well, speaking of parts, I can under- 
stand that. 

Mr. Currice. Yes. Upholstery is excepted, of course, and any 
aluminum parts or any die casts —— 

Mr. Goan. Brass. 

Mr. Curtice. Brass. 

Senator O’Manonery. Well, you buy many, many different materials, 
raw materials, 

Mr. Curtice. Oh, yes. 

Mr. Goan. Yes. 

Mr. Currice. That is right. 

Senator O’Manonery. They are very numerous; are they not? 

Mr. Goan. Oh, yes. 

Senator O’Manonery. I think it would be helpful if arrangements 
were made to put in the record a list of the various raw materials 
which are necessary to be purchased in the manufacture of auto 
mobiles. 

Mr. Curtricr. Yes; we will be glad to do that. 

Mr. Goan. We will do that. 

(Information supplied by General Motors will be found in the files 
of the subcommittee. The following relevant material is supplied 
by the sources noted.) 


Materials used in typical passenger car 


Material Grose pounds 
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Vaterials used in typical passenger car—Continued 
4 Gross pounds 


0. 0O2E 
7 ct athe Ra eae , 25. 51 
ake Feet eee a 3. 45 
Asbestos — ~- -—=—- — 2 ee ee ee eee Bet 
30. ¢ 
Asphalt-------------------------- 1 “ 
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ae 24. 75 
.116 
. 929 
66. 80 
. 627 
18.18 
2. 664 


ov” 


Paper products . si ipl is i in A srl die ea ci ie ah ipa nistaraa aia 61. 27 


Material 
Vanadium _------------------------ - ---- -- - $5 22 
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Mica__---------------------------------------- ----------- ~--- 
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Hair _-----=------------------------------------------~---- 
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Rubber compound Te siceapicicbicnid baeaaeaiaeaiarads easpienin 170. 58 
Crude rubber” a adit sinha ini ach a alee ida cea eaah ante ialacaaeaeadaaaal (83. 36) 
Rncondary PUBUET no. 8o oo ane ee ee ee 33. 38) 
Synthetic CWRUOE ses cates ne seein nessa ¢. 2) 
Wil eWR Oo) Os hatin nas eager eae pecichai sah ohne ae (53. 73) 

5.19 

Wool__- i eaten cui ccc ppc ln asain tharhcaeaa apenas tea a 8S. 93 

Point and thinne?r.........s=..... ss cn bicep ton diamine ee 81. 40 

Plastics (including fillers) ----- siti staal atiaon side teac iggcd lariat 6. 75 
hice bGs:. CR RDCORA RN TRIN ica wicca ne eae a (2. 07) 
Polyvinyl (including fillers) 7__--__-~- sailed ebeaniaciiegaldabeeate ne (2. 27) 
Other * : to ise acer ca abe cos aS CR aps cana 2.41) 

Sulfurie acid ei ig aglaw ss cic eceage  Sas -- 5.00 


\\ 
\\ 


ood i asl sed Spl th oh Ss rth. dh i etch te meas iain ac 


Greantd: (OCR Bin cia nciebcs atin ae denen atone 4, 781. 69 


Included in rubber compond. 
I ided in plastics. 


Source: Automobile Facts and Figures, 25th edition. 
ADDITIONAL LIST OF MATERIALS IN A TYPICAL PASSENGER CAR 
Sugareane, castor oil, soybeans, corn, flaxseed, turpentine, beeswax, nylon, 


and other synthetics. 
Source: Automobile Manufacturers Association, teletype from Detroit office, 


November 2, 1955. 


Senator O’Manonry. What is your desire now, Mr. Burns? It is 
20 minutes after 12. 

( Discussion off the record. ) 

Senator O’Manoney. It will be our plan to recess at 12:30 until 
2 o'clock, and Mr. Burns will proceed now with some more questions, 
but he will resume this line of inquiry immediately after lunch. 

Proceed. Mr. Burns. 

Mr. Burns. In situations where different car divisions purchase 
from an outside supplier, is the negotiation for those purchases made 
by the central office or does each division negotiate separately ? 

Mr. Goap. Each division negotiates separately. I think it is very 
generally true; there might be some very few exceptions. 

Mr. Burns. Does the central office at any level, accounting or other- 
wise, compare prices paid to a single supplier by different divisions, 
to ascertain whether they are paying substantially similar prices 
for substantially identical products ? 

Mr. Goap. You are talking about outside suppliers ? 

Mr. Burns. Yes. 

Mr. Goan. No. 
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Mr. Burns. So that it is possible for two different divisions ot 
General Motors to be paying different prices for similar items to a 
outside ¢ upplie r? 

Mir. Goan. That is rieht. 

Mr. Burns. Do you have any policy as to whether to make a par 
ticular part or to buy it from outside the corporation ? 

Mr. Goan. There 1s no policy. It varies, as I said before, betwee) 
divisions. 

Mr. Burns. Now, in the instances where a car diy on itself manu 
factures a proportion of its requirements of any - ‘t, and purchases 
the remainder outside the corporation, dloes that car a have 4 
polic yor have criteria as to how much it will make wv ‘thin the divisioy 

and how much outside ? 

Mr. Goan. ee you mean by that does General Motors give to the 
division a policy, the answer is “No.” The car division itself micht 

tabli 4 itsow) pee In regard to that. 

Mr. Burns. Do you know whether any of the divisions have any 
policies with respect to that situation 4 

Mr. Goan. T do not know that you would call oe \ policy, but our 
ear divisions, if they are buying on the outside, 1 7 is the kind of 
an item that could shut them down if the source f: tilk to supply them, 
they would have two or more suppliers. That is a fairly broad policy 
with the car divisions, put it that way. 

Mr. Burns. Almost any product would shut them down: would 
it not? Almost any product would, if it was not available. 

Mr. — Of course you could still build cars without some of the 
things that they buy and install them later. But, for example, they 
could lot very we ‘Hl operate without a frame. 

Mr. Curricr. That is the understatement of the year. [Laughter.] 

Mr. Goan. So that they have more than one source. 

Mr. Burns. Now, there are some parts—for example, I believe 
Chevrolet makes its own, 50 percent of its requirements, for some 
parts, and purchases the balance from outside sources. 

Mr. Goap. Yes. 

Mr. Burns. ~_ you know what the Chevrolet policy is with re 
spect to why it makes 50 percent of that product and purchases 50 
percent catalda’ 

Mr. Goap. Primarily protection against interruptions. 

Mr. Burns. Is it in a position to 

Mr. Goap. You might also figure that they could check the outside 
supplier costwise, that might be considered in relation to that. It 
is primarily a question of protection against plant interruption. 

Mr. Burns. Well, in making part of its requirements, does it have 
capacity which might in an emergency enable it to make a hundred 
percent of requirements or would it still be dependent upon the out- 
side source for some part of its requirements? 

Mr. Goap. The car division’s capacity would be established on a 
5-day basis, possibly 1 shift. 

In the event of an interruption of a supply from the outside, they 
could immediately go to extensive overtime and/or a 6- or 7-day op- 
eration, and carry a major portion of the load. 
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\ir. Burns. Now, to what extent have the divisions or the corpo- 

on decided to manufacture w part because it felt it could do it 
er than outside suppliers were prea it? 

ir. Goww. Oh, they do that—I could give you one little example 

re of what happens on accessory fender pet in Chevrolet. They 
made that. Then Brown-Lipe-Chapin had a hundred percent 
.e business. Currently there are two outside suppliers that have 


e business. They shift around on that, de pending on the changes 
at “ae occur with new models, and with respect to the available 
yuurees, and the pl ices they cah quote then. he \ did muc h the same 


¢ on the mufiler business. At one time they made all their muf- 
ow they buy half of them. That is the case of an outside sup- 


plier bidding agaist one of Chevrolet’s own fabricating plants, so 
ere 1S ho fixed policy y on those things. It de spe nds on cood business 
judgment more than anything else, and the circumstances surrounding 


tuation at the time the decision is made. 
Mr. Burns. The corporation does have the financial resources to 
ce any part that it desires. does it not.? 
\ir. Goap. That is right. 
‘Irv. Burns. Does this financial power to make any of the parts it 
es place it in a position to obtain preferential treatment from its 
ppliers who also sell to other car manufacturers? 
Mr. Goan. No. Look at it this way. If we have a good supplier 
as been with us who has demonstrated his ability to do the proper 
vineering job and supply the product at good quality, if he has 
one a good job in keeping his pl unt modernized and his equipment 
to date so that he is competitive costwise, there is no good reason 
for us to make a capital investment. If we make the capital invest- 
ent, then we expect to make the return on it. So that he is in the 
ime position in that area that we would be ourselves. And it has 
een true of many, many suppliers that have been suppliers of our 
ions for many years. They have kept abreast and have done a 
ood job, and as long as they do, they will retain the business. 
Mr. Burns. But the test as to whether you would make a part is 
ether you could get a 2O percent return on investment. Some of 
ese parts manufacturers nneht he required to be satisfied with a 
ich lower return than that because of the risk that if they try to 
ch your rate of return you will make the part yourself. 
Mr. Goap. T don't know how I ean answer that one. They are com 
eting for the business. If he qualifies under the terms I just laid 
wh, there is no reason why he shouldn’t make a reasonable return, 


rood return, and the sy do. He wouldn't have to reach the poin it that 
ire talking about to retain the business. What you are saying is, 
Do we use that as a big ag over him’ Wedon't. It isn’t an effee- 


e stick in the first place, because when we look at it we put a yard- 
on it as to what we would expect to accomplish if we went into 

business, and he is already in that position. 

Mr. Burns. Of course, I don’t use any terms 

Mr. Goap. 1 know you didn’t, but there was an MMplication that we 

oht be able to wield a club. 

Mr. Burns. Do you give any financial or credit aid to any of your 


i 
pphers ? 
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Mr. Goap. Sometimes. We have gotten out of a number of busi 
nesses we went into with the thought that we could do a good job and 
have since decided that we couldn’t and got out. 

We were once in the glass business, the leather-fabrication business 
We once owned some wheel companies. We got out of all of them. 
And there were others. We were once in the aircraft business in a 
big way, both in the transportation end of it and in the manufacturing 
of aircraft. And that investment was made back at a time when it 
wasn’t determined which way that particular industry was going. 
And as it developed the techniques and the know-how it went away 
from our experience and our ability to make a contribution, and we 
got out of it. 

We were once in the Bendix Co. as a sizable stockholder because 
we thought that we would make a contribution. As their business 
developed, as they tended to go away from our areas, we got out of 
that. 

This history on that is quite interesting. I really think you should 
have it in your exhibit as to what has hi appened i in the way of disposal 
of companies that General Motors was once in and the industries they 
were once in. 

Senator O’Manoney. I think it would be very interesting, Mr. 
Goad. How extensive is this document that you have picked up ? 

Mr. Goan. One page. 

Senator O’Manonry. Let’s have that in the record, please. 

Mr. Goan. All right. 

Senator O’Manoney. That can be furnished—you don’t have to 
read it—if you will just hand it to the reporter. 

(The document referred to is as follows:) 
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yeral Motors Corp. domestic acquisitions and disposals for the years 1921-55 


Acquisitions Disposals 


Considera- Considera 
Description sy ; Descriptior tion 


tion paid 
received 


Scripps-Booth Corp 








Goodyear Tire & Rubber Co $63. R02 
Samson Tractor-Doylestown Agri- 42,477 
cultural Co. (farm tractor inter- 
ests). 
Sheridan Motor Car Co 1, 037, 500 
Independent Lamp & Wir ». and 1, 205. 000 
Novelty Incandescent Lamp Co 
Lipe-C hapir $7,000,200 | Bearings Service Co 44 030 
r Sprir Co 1. 623. 186 
Warner Co 4, 025, 800 
General Leather Co 1.000 000 
Doehler Die Casting Co 1, 160, 000 
B Corp.. mit 60, 593, 434 
I ¢ 
Laneaster Steel Produ Corp 199. 799 
. M r Lamp Manufactu 14, 181 
( 
East Electric Co 11.7 
Elect Co O07 
ering Co ) 
4 k Plug Co minor il 1), GOO 
nercent 
Co 150. 000 
Aviation Corp., stock | 15,090,579 
American Aviation (Fok 8, 884, 883 
é .s K te 
i u uent ste ' 
Cr r l AV 
RSS 1 North Amgée 
S848 654 
Fngine Co 5, 898. 331 | Jaxon Steel Products Co 5, 172, 639 
Ri rd Engineering Co 50. 000 
Motive Co 1, 194, 143 
National Plate Glass Co 9, 500. 000 
i Flectric Co 1, 096, 783 
u t Electrical Co 665. 000 
Bank of Detroit, stock | 9,720,350 
H rransfer Products Corp 200, 000 . 
lrranscontinental & Western Air, 1, 217, 904 
Inc., stock interest 
International Freighting Corp., 75, 000 
I erest. 
Bondall Co 159, 710 
ering Projects Co 185, 168 


Yellow Truck & Coach Manu- | 28, 932,777 
turing Co., minority stock 
nterest acquired in 1943. 


National Bank of Detroit, stock 20, 332, 787 
interest. 


Be ndix Av i ition Corp , Stock inter- 13, 418, 319 
est (includes $3,049,832 sold in 
1939-40). 





North American Aviation, stock 11, 843, 397 
interest (includes $103,464 sold in 
1937). 
Greyhound Corp., stock interest 3, 631, 181 
} Kinetic Chemicals Inc., stock in- 9, 713, 079 
terest 
National City Lines, stock interest 1, 026, 248 
Associated Transport, inc,, stock 13. 850 
interest 
Consolidated Freightways, stock S2, 644 
interest. 
Euclid Road Machinery Co 18, 904,401 | Broad Brook Co., stock interest 1, 097, 650 
Hertz Drivurself Co., stock interest 6, 492, 623 


” 


Total__. : 184, 163, 842 88, 424, 858 
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Senator O’Manonry. The committee will now stand in recess until 
2 o'clock this afternoon. 

(Whereupon, at 12:30 p. m., a recess was taken until 2 p. m., of the 
ame day.) 


AFTERNOON SESSION 


Senator O’Manonery. Mr. Burns, are you ready to proceed / 

Mr. Burns. Yes, sir. 

Mr. Burns. Mr. Goad, before the luncheon recess you stated that 
General Motors had given up some of the enterprises in which it had 
been for parts or other reasons, and you included Bendix Aviation 
Did General Motors sell its stock interest in Bendix Aviation shortly 
after the Department of Justice had filed a complaint charging Gen 
eral Motors and Bendix, among other companies, with monopolizing 
the hydraulic brake system industry 4 

Mr. Goap. I don’t believe I can answer that question. I don’t remem 
ber the dates. Mr. Hogan could probably clear you up on that point. 

We disposed of Bendix because, primarily, if was an instrument 
manufacturer and so far as we were concerned headed in the aircraft 
direction, supplying more of their products to the aircraft people 
We were not interested in that. 

We had also disposed of other aircraft interests and got out of it for 
that reason. We were not making any particular contribution to the 
company. As to whether it had any relation to this proposed lawsuit, 
I don’t know. 

Mr. Burns. The information which was furnished to us indicates 
that General Motors held approximately 500,000 shares of stock of 
Bendix Aviation which it acquired in 1929; that it disposed of 100,000 
=hares in 1939—40 and the balance of it in 1948. 

Now, the Department of Justice’s complaint was filed in December 
of 1947, and dealt with agreements relating to the manufacture and 
sale of hydraulic brake systems. 

Are you familiar with the agreements which General Motors had 
with Bendix with respect to hydraulic brakes ¢ 

Mr. Goap. We did have an agreement with them. Iam not familia 
with its detail. We also manufacture brakes. | am not familiar with 
the details of that agreement. 

Mr. Burns. You are not familiar with whether or not the agree 
ments were terminated at about the time that the company decided 
to dispose of the stock interest ? 

Mr. Goap. No, I am not. 

Mr. Donner. Are you referring to the December 1947 date ? 

Mr. Burns. Yes. 

Mr. Donner. My recollection is that we had a public offering of the 
Bendix stock in January of 1948. If we did, I am positive that 
we would have initiated negotiations and reached a decision before 
December 1947 because you don’t move as fact in those. You have to 
have SEC registrations andsoon. That takes time. 

So with those two dates in mind, I would say that we had made up 
our mind beforehand. 

Mr. Burns. But the Department of Justice was investigating fo. 
considerable length of time before the complaint was filed, during 
which time they were in touch with General Motors officials with 
respect to the contract. 
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Mr. Donner. Well, 1 sat in those meetings that concerned them- 
elves with that detail and I have no recollection of any Department 
f Justice investigation having anything to do with the decision 
eached to dispose of the stock. Mr. Br: ulley confirmed my position 

that. 

Mr. Braptey. That is right. I handled the disposition of that 
tock and I never heard of any Department of Justice investigation. 
It had nothing todo with ita tall. 

Mr. Burns. You had not tad of the suit? You were a director 
f the company, weren't you, of Bendix Aviation ¢ 

Mr. Braptey. Not at that time. 

Mr. Burns. When did you cease to be a director / 

Vir. BrapLey. 1936. 

Se itor O°Manonery. Was thisa public or a private sale ¢ 

. Donner. Public offering. That is why I am quite sure it would 
ve taken time to make any arrange ments to do it. 

Mr. Burns. Before the recess we were talking about any financial 

evedit aid which General Motors makes to suppliers. 

Mr. Goap. If I may interrupt, Mr. Burns. In connection with these 

nosals, the Senator suggested that we file this. 

| would like to present in a very short time this chart back here 

lh shows these companies that we disposed of and the trend that 
epresents. If I may quickly review that, I'd like to do it. 

Senator O’Manoney. You can do that quickly. I think, Mr. Goad, 

you will. please, then. 

Mr. Goap. Yes. It goes back to 1921. During that year we disposed 

companies that were acquired by Mr. Durant. It includes the 
Scripps-Booth Corp., which was a car manufacturer, and the stock 
interest in the Goodyear Tire & Rubber Co. 

Our experience in that indicated that we could make no real con- 
tribution and we got out. 

The Samson Tractor Co., which is the acquisition of 2 or 3 companies 
that were intended to lead us into the manufacture of tractors and farm 
ple ments. 

Senator O’Manonry. Are you still in the early twenties? 

Mr. Goap. I am in the year 1921 in which we disposed of those 
companies, 

Senator O’Manoney. Give the year as you go along, if you please. 

Mr. Goap. All right; I will do that. 

Mr. Burns. Do you have copies of that chart for the reporter? 

Mr. Goap. Yes. Resuming, the Samson Tractor Co. was General 

Motors’ entry into the manufacture of tractors and farm implements. 
[hat was not successful and we disposed of it. 
The Sheridan Motor Co. was another manufacturer of automobiles 
iat Mr. Durant had acquired. That did not stay abreast of de- 
velopments and was superseded by other car divisions and was 
liquidated. 

The Independent Lamp & Wire Co. manufactured incandescent 
lamp bulbs, and it was acquired. It was a very small operation, and 

, Was acquired with the idea of getting some patents on the situa- 
tion. That was dis sposed of. 

The Bearings Service Co. was a service division organized to serve 
Hyatt and Timken. With the consolidation, that was disposed of in 


+] 


1922. Uni ited Motors covered that field. 


ot? 
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The General Leather Co. was a stock interest in the leather-fabri- 
cating company. We obviously decided to get out of that for the 
reason that we were not making a contribution. 

Doehler Die Casting Co. was a company organized to make die 
castings in which we had a fairly heavy stock interest. Mr. Doehler 
wanted to sell part of his holdings and to refinance the company. 
We decided General Motors would better employ its capital in other 
divisions, so we got out of that one. 

Mr. Curtice. That was in 1924. 

Mr. Goap. That was in 1924. 

In 1927 we disposed of our interest in the Lancaster Steel Products 
Corp., which was a small steel company making special bearing steels. 
It was a question of going into the steel business or getting out, and 
we decided to get out. 

The Jaxon Steel Products Co. was the manufacturer of special 
wheels supplied to General Motors divisions and other companies. 

Kelsey-Hayes Co. came along with a better development, a better 
process, that could make as good or better wheels at lower cost, and 
we liquidated that. Kelsey-Hayes is currently one of our major 
suppliers of wheels. That was in 1930. 

In 1931 we got out of the glass business because it became obvious 
that to make a contribution in that would require a technique different 
from ours, and it would necessitate going into the general glass market. 

Obviously we did not want to do that; we did not want to continue 
in that field, and got out of it. 

In 1935 we disposed of our interest in the Transcontinental & 
Western Air, Inc. Over a period of years our investment had included 
several companies that were both manufacturers and in the trans- 
portation industry, the airplane field, and we disposed of all of those 
interests, including our interest finally in North American. 

The National Bank of Detroit was formed at the time following the 
crash, and the city was left without adequate banking facilities. The 
investment at that time was announced as temporary, and we got out 
of it as soon as the business was well established. 

Bendix Aviation Corp., the one you are talking about, you just men- 
tioned, at the time that interest was acquired, it was because of our 
interest in the aircraft industry. They were manufacturers of pre- 
cision instruments and other items used in the aircraft industry. 
When we gave up our interest in the aircraft industry we were also 
ready to get out of Bendix Aviation. 

I mentioned North American Aviation. That was disposed of in 
1948, the same year we disposed of Bendix. 

We also got out of the Greyhound Corp., which was a small stock 
interest in that year. That interest was acquired through the Yellow 
Truck & Coach division. 

When we acquired full control of that company we got out of Grey- 
hound Corp., and in 1949 the National City Lines; 1950 the Associated 
Transport, Inc.; and in 1951 the Consolidated Freightways. 

In 1953 we disposed of our interest in the Hertz Driveur-self Co., 
which was also acquired through the Yellow Truck & Coach division. 

Going back, 1949, we disposed of our interest in Kinetic Chemicals, 
Inc., which was formed to manufacture Freon, in which we had a 
definite interest as long as there was potential to further develop that 
product or find new and better materials. 
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As time went on, Freon began to find many other uses than just the 

se as a refrigerant, and when it began to go in that direction we had a 

well-established supply or source, and we got out of the chemical 
business. 

Broad Brook, which we disposed of in 1953, was the manufacturer 
of fine broadcloths and other materials used in the manufacture of 
automobiles. 

The Fishers went into that because at the time it was difficult to 
vet good fabrics in this country, and an attempt to establish an Amer- 
can source of those materials. 

As time went on and the field became available in a number of 
sources, that is when we disposed of our interests. 

That, I think, definitely shows General Motors’ trend in getting out 
of any business in which we can’t make a real contribution in engineer- 
ng and technical know-how. 

\ny time we have found ourselves in a position, or in a business, 
where we thought we couldn’t make a real contribution, we have 
cvotten out. 

Do you have those figures, Mr. Donner ? 

Mr. Donner. The total we disposed of was $88 million. Of that, 
569 million represented partially owned companies in which we sold 
our stock, and $19,500,000 represented activities that were discontinued 
and sold, principally in the 1920’s and very early in the 1930’s. The 
last of those was National Plate Glass, in 1931. 

Mr. Goan. If you look at the other side of the sheet, you will note 
there that the only company we have acquired in the last 15 years is 
Kuclid. We had a very definite reason for going into that. There is 
possibly some misunderstanding as to why we did go in. 

The man who took us in there, Mr. Osborn, is here; if you will give 
him a minute, [ would appreciate the opportunity of having him tell 
you why. 

Mr. Burns. I think we have arranged with Mr. Hogan to let Mr. 
Osborn do that on Friday. 

Mr. Goan. All right. 

Mr. Burns. Because we do want to proceed and conclude your 
testimony, and then get on with Mr. Hufstader. 

Now, if the reason that you got out of Bendix Aviation was because 
you felt the company could not contribute anything in the aviation 
field, what was the reason for 

Mr. Goap. They could have contributed to the aviation field, but 
we couldn't. 

Mr. Burns. Who is “we?” 

Mr. Goap. General Motors. 

Mr. Burns. That is what I mean; General Motors got out of Bendix 
Aviation, got rid of it ? 

Mr. Goan. Yes. 

Mr. Burns. But the corporation does still participate in manufac- 
turing in the aviation industry through the Buick-Oldsmobile-Pontiac 
division, and also in the Allison division ; does it not ? 

Mr. Goap. As far as the Buick-Olds-Pontiac assembly division, 
that is the second time we have stepped into the manufacture of air- 
planes, to fill a definite need. We were in it in the war, we had a 
very large operation as Eastern Aircraft. And I happened to be the 
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general manager of that division. We made fighters and bombers for 
the Navy at a time when it was very critical that they have them. 

In this last open ition, we stepped in again through BOP division 
in Kansas and built fighters. . soon as the emergency was over, 
when the Air Force told us that we could get out of that, we did get 
out. 

At neither time, even though we had put together a very able and 
important engineering organization, did we elect to stay in the aircraft 
field. 

Mr. Burns. But was your election based on the fact that you 
couldn’t contribute anything, or were there other factors that were 
very ee unt ¢ 

Mr. Goap. Well, we were only part way in, in the first place, and 
we elected not to go on with that type of activity. It is a specialty 
that differs from ours. 

Our other activity, of course, at the Allison division, is the design, 
the engineel ing and construc ‘tion, building of powerpl: ints. That we 
are in, of course. That is very closely allied to our major activity. 

Mr. Burns. Now, I want to get back to this question of financing 
suppliers. From how many companies does General Motors purchase 
steel ? 

Mr. Goap. Steel ¢ 

Mr. Burns. Yes. 

Mr. Goan. Quite a list of them. I don’t know that I can name them. 
We have several major suppliers, and quite a few smaller suppliers. 
All of the large steel companies are suppliers of General Motors. We 
have requirement arrangements with some of them. 

Mr. Burns. Do you have handy the figures of consumption of steel 
for 1955, both actually purchased and projected ¢ This being Decem- 
ber, I assume that steel is all in for the year. 

Mr. Goap. I don’t have those figures. 

Mr. Currice. I have them. In round figures, about 714 million 
tons of steel will be purchased and accepted from the steel industry in 
the year 1955. 

Mr. Burns. Do you have the figures as to how much of that would 
be for flat rolled products ¢ 

Mr. Currice. I don’t have those figures with me. They would be 
very easy to supply because we keep track of it on a monthly receipt 
and usage basis. So we can supply that information. 

(The information referred to may be found in the files of the com 
mittee. ) 

Mr. Burns. Do you have the figures either for 1955 or any other 
year that are readily available as to the percentage of your require 
ments you obtain from your various steel suppliers / 

Mr. Goap. We have that information. 

Mr. Curtice. I do have that. 

Mr. Goap. Do you have that handy / 

Mr. Currice. I have it here. 

Mr. Goapv. What year would it be for / 

Mr. Currice. It would be applicable to 1955, the participation for 
the 10 months, and this is actual— 

Mr. Burns. Yes. 

Mr. Curricre. Of 1955, is from Algoma, 0.3 of our requirements; 
from Armco, 7.2; Bethlehem, 5.6; Inland, 3.5; Jones & Laughlin, 7.8; 
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MeClouth, 5.5: Great Lakes, 11.5; Weirton Steel Co., 1.5; Republic, 

1; Steel Company of Canada, 0.3; United States Steel Corp., 19.4; 

d American Steel & Wire, 1 percent; National Tube, 0.1, or point 1. 

Vir. Burns. What is that for National ? 

Mr. Curtics. National Tube? 

Mr. Burns. National Tube. 

Mr. Currice. Yes, that is a part of the United States Steel Corp 
s is American Steel & Wire. They supply a different kind of steel 

om the United States Steel Corp., as we understand their organi- 

tional structure. 

Mr. Burns. What were the figures for National Steel ? 

Mr. Currice. National—well, that is divided between Great Lakes 

und Weirton. They are two separate divisions of National Steel. 
} for Great Lakes and 1.3 for Weirton. 

“and then there is a large group of smaller companies, the num- 
bers I do not have, nor do IT have the exact percentage that it would 
take to add up to the full 100 percent. 

But these are the major supphers. Youngstown comes next in 

e but I don’t happen to have Youngstown on here, and many others 

it supply us with specialty type steels. 

And then we do from time to time buy certain small tonnages from 

i\rehouses 

Mr. Burns. In recent years has General Motors lent any money 
to steel companies / 

Mr. Goan. Yes, we have. 

Mr. Curricr. Yes. 

Mr. Goap. It just happened that Mr. Curtice was the executive 
vice president at the time those arrangements were worked out. | 
would suggest that you direct your question to him. 

Mr. Burns. All right. We will do that, sir, when we finish with 
tl e subject 

Do you have the figures of the amounts that have been loaned to any 
steel companies in recent years—clo you have those / 

Mr. Curticr. Yes; I do. 

Mr. Burns. Will you give those / 

Mr. Donner. May I read them in? 

Mr. Curticr. Yes. 

Mr. Donner. We advanced funds in 1949 and 1950 to two United 
States suppliers of steel. One was the Republic Steel Corp., $40 mil- 
lion. The other was Jones & Laughlin Steel C orp., $28 million. In 
1953 we advanced $25 million to McLouth Steel Corp. 

lhose were amounts, part of the cost of increasing capacity in those 
three companies, and as a matter of policy, we took non-equity, interest- 
bearing notes or preferred stock in the companies, with a definite pre- 
arranged repayment schedule based upon future production out of 
that new capacity. 

So that we were automatically set up to be paid out as that capacity 
bore fruit through the additional production secured. 

Rey-5 Curtice. I think I might give you a little history of that. In 

: late period of World War II we developed what would be our 
postwar expansion program, rceognizing that there would be a very 
greatly increased demand for our products as soon as the war was 

ver, due to the pent-up demand resulting from the discontinuance 
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of production over a period of 4 years. And at that time we knew 
not how long it might be. 

We became at that time very much concerned as to whether raw 
materials such as steel would be available. At the end of World 
War II we were immediately faced with a strike of considerable 
duration which did not conclude until March of 1946. Thereafter we 
resumed production of our 1946 product, and we were constantly short 
of steel mainly to bring our schedules anywhere near in line with the 
customer demand for our products. 

So we recognized then that the steel capacity was inadequate for the 
commercial requirements of this country, with the growth that had 
taken place in the demand for goods and service made of steel. 

And so it was in 1948 that I was moved from the Buick division to 
the Central Office of General Motors as executive vice president in 
charge of the general staff. 

In the fall of that year, and for the first several months, I devoted 
my entire time to the problem of trying to make arena to get 
steel to support our production programs. 

And we talked to all of the steel producing companies as to what 
they were doing. It was not until sometime after, I think, that there 
was the effort made from a Government standpoint, the recognition 
of the need for greatly increased capacity and some action in that 
direction. I recall very well that 1 of the 2 to whom we loaned some 
money came to see us, and he was looking backward upon what had 
been the ee ical position of the steel industry, and was a little bit 
reluctant, or, I might say, quite reluctant to make a large investment 
as is sueved to increase ingot and steel-finishing capacity. 

The outgrowth of that discussion was that he came back with a 
program and said, “If you will give us some financial assistance, we 
will go to other money sources to raise the difference, and undertake 
a program of increasing our capacity for ‘X’ tons per year. 

We agreed to do that after due consideration. As Mr. Donner has 
pointed out, we did it likewise with the second company. 

In both instances we were to be repaid on the basis of tonnage 
shipped to us, at somuch per ton. So that it was a temporary advance 
of funds to aid in the creation of new capacity in the steel industry. 

Simultaneously, we were greatly involved in this matter of con- 
version steel. ‘That is where there was an unbalanced situation in 
the industry, greatly unbalanced in the various companies, as between 
their capacity to produce ingots, to finish them into slabs, and then 
into the finished sheet, or rod, or in the form that we needed. So that 
we would buy the ingot at one place and move it to another plant to 
have it processed into finished steel. 

You may be interested in what that activity represented in the in- 
crease of capacity that would not have been created had we not under- 
taken to pay a very substantial premium, but to get the steel. 

Mr. Burns. Which was the first of the two companies / 

Mr. Curtice. 1947 was the first that we undertook to do that. At 


that time we received net tons of conversion steel equaling 134,000 or 


4.8 percent of our total receipts of steel in that year. 

Mr. Burns. W hat company was that from? 

Mr. Curricr. That was from any, anywhere we could buy ingots, 
and the rest of the industry was doing likewise, and many others out- 


eRe te 
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de of our industry ; but it was more particul: arly within our industry 
ecause the demand for automobiles was so insatiable at that time that 
we were making every effort, at whatever the cost might be, to make 
the cars available to our dealers so that they, in turn, could make them 

ailable to their customers. 

Mr. Burns. Was 1950 the first year in which you financed a steel 

mpany, that is, the first postwar year, or was that back in 1947? 

Mr. Donner. The contracts were negotiated in 1950. My recollec- 
tion is that it was the fall of 1949 when we started our negotiations. 

Mr. Curtice. That is right. It was the summer of 1949 when we 
tarted the negotiations, and which resulted in the formalized arrange 
ment in 1950. 

\ir. DonnER. 1950. 

Mr. Burns. Which was the first company that you made the ar- 
rangement with ¢ 

Mr. Curtice. Republic Steel Co., and the second was the Jones & 
Laughlin. 

Now, in 1948 we processed conversion steel to the extent of 317,474 
et tons or 10 percent of our receipts of steel. 

In 1949 it was 463,673 net tons or 11.4 percent; 1950, 695,262 tons 
or 12.7 percent; 1951, 816,112 tons or 18.2 percent of our total finished 
steel receipts; in 1952, 260,000; that was the year in which allocation 
of steel was by the Government. and the beginning of the impact of 
the ad ‘an situation. That was 6.6 percent of our requirements; in 
1953, 608,722 tons or 10.6 or an average for that period of 11.1 percent 
of our total steel receipts came through the conversion route. 

Well, all of that, what was going on in 1948-49, clearly indicated to 
is the need for a greatly expanded steel industry, and we encouraged 
t, and I am very happy to say that all companies undertook it, 

ith only two at that time who desired assistance, financial assistance 
foci us, other than the McLouth which Mr. Donner mentioned, and 
to which we made a still further or gave further financial assistance, 

i a more recent expansion program. 

Senator O’Manonry. Well, McLouth is a much smaller company 
than Republic or Jones & Laughlin; is it not ? 

Mr. Currice. Yes. 

Senator O’Manonry. Why was it necessary for such large com- 
panies as Republic and Jones & Laughlin to obtain financial assistance 
from a customer ? 

Mr. Curtice. I suppose you would have to direct such a question to 
thelr management, but they indicated to us that they had certain 
proble ‘ms with respect to their indebtedness already existent, and that 
here was a limit beyond which they were unwilling to go, and that 
heir management and their stockholders would be willing to go, in 
roviding additional capacity. 

Therefore, these arrangements were worked out with us under which 
ve made what may be classed as temporary advances to be repaid 
to us as steel was delivered. 

Senator Dirksen. What was the amount in Jones & Laughlin there 
on your sheet ? 

Mr. Donner. $40 million. 

Senator Dirksen. $40 million? 

Mr. Donner. No, $28 million. 


T 
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Mr. Currice. No. Jones & Laughlin was $28 million; and Re 
public was $40 million. 

Senator Dirksen. Mr. Curtice, as I remember the testimony of 
Jones & Laughlin before the Senate Banking and Currency Commit 
tee, their expansion called for about $185 million. That is a pretty 
big line of credit. 

Mr. Curtice. That is right. 

Senator DirKsEN. And a pretty big tax—they have to fend around 
some to get that money. 

Mr. Curticr. Yes. 

Senator Dirksen. But it paid off. 

Mr. Curtice. But they already had pretty substantial indebtedness 
against their properties at the time they were undertaking the new 
program. 

Senator Dirksen. That is right. 

Mr. Curticr. So this was—this amount need not be returned to us 
until tons of steel were coming from the facilities provided by such 
funds. It was the kind of assistance, of financial assistance, that they 
looked upon quite favorably, I am sure, as well as the continuing busi 
ness relationship which they had with us over the years, and this only 
represented a continuation of that. 

Mr. Burns. This was at least partially necessitated by the increas 
ing demand for steel and the desire of General Motors to have at least 
a partial guaranteed source of supply ? 

Mr. Currice. Yes, indeed, because there is no need for us to spend, 
is we undertook our immediate postwar program which was an 
nounced as a half billion—but it, like other programs of that kind, 
increased to substantially higher figures. But those facilities would 
be of no value to us if we could not support them with all the raw 
materials, including steel, and I would like to say that the steel in- 
dustry today—it has a capacity less than is needed to supply current 
requirements, and certainly less than will be needed to supply the re 
quirements as they progressively increase, as I anticipate they are 
going to. 

So Lam happy to say that quite a few of the companies are already 
announcing expansion programs, but none so far has sought any 
financial assistance from us in the new programs. 

Mr. Burns. Is it necessary, then, to have a guaranteed source of 
supply of steel in order to be able to compete ? 

Mr. Curtice. It is a desirable thing to have good sources of supply 
well established and well known to you on all parts, as well as steel 
and raw materials of all kinds. 

Mr. Burns. In a situation like steel, then, General Motors, due to 
its financial resources, does have an advantage over small car manu 
facturers ? 

Mr. Currice. No, I wouldn’t say so, because a small car manufac 
turer enters into some of them also. 

Mr. Burns. Do they finance steel companies ? 

Mr. Curtice. Yes. As a matter of fact, there is a relatively small 
company that participated in the latest financing that we participated 
in with the MeClouth Co. So there is no foundation for a statement 
of that kind. As a matter of fact, what we are talking about is $65 
million. That represented what we advanced to these companies. 
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Mr. Burns. Well, the question is, in studying to see what advan 

wes there are to large -sized corpor ations, one of the points that is 
mae asked is the extent to which their size has resulted in greater 
SS lowering of costs. 

Mr. Curtice. Well, of course, on this particular subject any in- 
‘reased capacity created with our assistance renders the same service 
o all purch: isers of steel, because it is just that much added capacity. 
When the steel industry is selling at capacity, that means that all are 
vetting more steel than would be the case if that additional e apacity 

idn’t been created. 

Senator O’Marionry. Are you sure of that, Mr. Curtice? 

Mir. Curtice. I am sure that 

Senator O’Maunoney. That all industries get the same? 

Mr. Currice. I said all industries get access to more steel by reason 
of increased capacity no matter whose mone y prov ides that capac ity. 

Senator O’Manonry. If I am correctly advised, sir, a b uyer of steel 
who wants that steel to make freight cars, barrels, or baby carriages, 
or any other commodity using steel, is confined to the quota received 

1953 or 1954, whereas the automobile industry is getting a very 

ich larger quota. If I remember the statistics published by the 
(merican Iron and Steel Institute in the automobile industry you 
made about 6,600,000 automobiles, and so forth, in 1954. ie 

Mr. Currice. That is right. 

Senator O’Manonry. And the industry used about 19.5 percent of 
ill the steel produced at that time. 

Mr. Curtice. That is right. That is about historical. The only 
difference in that was the period during which automobile production 
was reduced by Government edict. And it is about 20 percent cur- 
rently of the steel capacity. So our historical position hasn’t changed 

uch Over the years, exce pt by Government edict. 

Senator O’Manoney. Well, this has not anything to do with Gov- 
rmment decree. I am told that the manufacturers of freight cars 
with hundreds of thousands of cars cannot get enough steel to more 

than 1 turn a day of 8 hours, whereas the automotive industry can 
get enough steel to run 3 turns. 

Mr. Curticr. You see, I wouldn’t know anything about that, but 
I could make this observation: That the buyers of freight cars are 
not continuous buyers; they had an upsurge of buying during World 
War II, during the Korean situation, and ‘then the »y probably weren’t 
even in the market at all in 1954. 

Senator O’Manonry. But if one class of users of steel is held to a 
quota of steel by the automotive industry— 

Mr. Curticr. I wouldn’t make that assertion. 

Senator O’Manoney. I get these figures from the American Iron 
& Steel Institute records. 

Mr. Curricr. You must have the same figures I have as to where 
the steel goes. 

Senator O’MaHonry. Yes. 

Mr. Curtice. And we are talking about the same percent of the 
output. 

Senator O’Manonery. The point is if you were held to the quota 
the way the manufacturers of these others are held, or claim to be 
held, you wouldn’t be manufacturing at the rate of 8 million cars 
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this year, but only at the rate of 6,600,000, and there would not 
the great pressure on the dealer to sell. 

Mr. Currice. Mr. Chairman, the steel industry was greatly di 
tressed over the low rate at which they operated in the. year 1954 
which was well below 70 percent. And yet they were selling ever 
ton of steel they could find a buyer for. 

Senator O’Manonry. This line of questioning was suggested b 
your answer. And I am going to ask the staff, if they will, to heck 
on the records of the American Iron & Steel Institute. 

Mr. Curricr. | would be very happy to have them do that. 

Senator O’Manonry. And see whether there is a different rule fo: 
obtaining steel 

Mr. Curtrice. Not atall. 

Senator O'Manoney (continuing). For the automotive industry 
than the manufacturer of freight cars and other things. 

Mr. Currice. Not at all. The figures Mr. Keating has just giv 
me show that the industry in 1954 operated at 70.8 percent. So there 

vas plenty of steel available. And the companies in the steel indus 
ie were greatly concerned. They thought they had overexpanded 
at the instance of the Government. And yet it was only a temporary 
period. And now they are operating at near rated capacity. 

Mr. Goap. There is another point, too, Senator. The freight-car 
builders use plate. And there is less capacity, I think, for plate, 
and there is less capacity for plate than in the steel industry whi 
supplies sheet. 

Senator O’Marronry. Of course, Mr. Burns has been bringing out 
your testimony with respect to very large loans that General 
Motors has made to certain steel producers. And it is clear from thy 
testimony that loans are being repaid, and not in dollars but in stee!] 
in the ingots or whatever form of steel you want. 

Mr. Curricr. No; that is not correct. As they ship steel to us, they 
pay back so much per ton of steel in dollars. 

Senator O’Manonry. Oh, they pay back—— 

Mr. Curtrice. Oh, yes; they pay us dollars to discharge their obliga 
tion with us. It is predicated on the tonnage which they ship us under 
the agreement. 

Senator O’Manionry. Well, now, let me see if I was mistaken in my 
understanding. I want the record to be clear. How do they pay the 
dollars in addition to the steel ? 

Mr. Currice. Oh, yes; we pay for the steel. They pay the dollars 
calculated against the tons of steel at a certain rate specified in the 
agreement into which we entered with those two parties. 

Senator O’Manonry. So when they repay, they repay both in the 
steel you need and in dollars based upon the amount of tonnage they 
wave you / 

Mr. Currice. That is right. They pay dollars based upon the 
amount of tonnage, that is calculated over and above a certain level. 

[ think this will make it clear in your mind [reading]: 





Until the unpaid balance of such advance shall be equal to $10 million, Republic 
shall pay to General Motors $3 per ton with respect to each ton of steel products 
up to 70,000 tons purchased by General Motors from Republic, delivered by 
Republic to General Motors during each calendar month. 


Senator O’Manonry. Isn’t that a reduction from the payment you 
make to them ? 
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Mr. Currice. No; they pay us against their obligation. We pay 
them market value for the steel at the current market prices. 

Senator O’Manoney. Well, as I said, these are figures which I gath- 
ered from the American Iron & Steel Institute, and—— 

Mr. Curtice. There is no question about their statistics, but, as I 
ceemnee O’Manonry. If there was any difference 
Mr. Curtice (continuing). The automobile indus try is continuing 
ts ke just about its historical percent of the steel being produced. 


Senator O’Manoney. It is making more cars now than it made in 
=A 


I 


Mr. Currice. And making a great many more jobs now than it 

ide in 1954. 

Senator O’Manoney. Yes. 

Mr. Curtice. The steel industry—in the steel industry, as well : 

the automobile business, and all of the related industries. 

Senator O’Manoney. And making more complaints, or developing 

ym plaints. 

Mr. Currice. I would not say that. 

Senator Dirksen. One question occurs to me. Let us assume that 
id projected business for 3 years in advance, or 2 years— 

Mr. Curtice. Yes. 

Senator Dirksen (continuing). And had come to the firm conclu- 
that only half enough steel would be available to take care of 
you thought business was going to be, 2 or 3 years ahead; would 

i have had to think seriously about going into the steel business 

ej 

Mir. Curtice. We would have had to think about it. 

Senator Dirksen. Let us assume that—— 

Mr. Curtice. We would have had to seriously approach it, as we 

|, the steel industry, to find out if they were going to do something 

ut it. If they said no, then we would be confronted with that very 
us question which you have raised. 

Senator Dirksen. That is the point. 

Suppose you had gone to the United States Steel, Youngstown, and 

Tones & Laughlin, and all of the others, and they had said, “We are 
interested in expanding our facilities.” 

Mr. Curtricr. Yes. 

Senator Dirksen. But you had to have steel, then what would you 

/ 

Mr. Curtice. We would have had to set up a plant to produce steel. 

Senator Dirksen. Then you would have had all of the steel you 

produced ? ; 

Mr. Curtice. That would be all ours ; yes, sir. 

Senator Dirksen. Very well. 

Senator O’Manonery. Proceed, Mr. Burns. 

Mr. Burns. I want to ask Mr. Goad one other line of questions. 

Mr. Goad, are you familiar with the total outlay that your firm 

has made on advertising in recent years ? 

Mr. Goap. I do not have those figures in my mind. 

Do you have those figures ? 

Mr. Donner. I understand in the area of $100 million. 

Mr. Burns. For what period of time? 

Mr. Donner. That is the current rate per year. 
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Mr. Burns. Per year, at the rate of $100 million ? 

Mr. Donner. Is that about right? 

Yes. ‘That is my recollection. 

Mr. Burns. Well, I have a few questions on advertising, and if Mr. 
Donner has the answers, he can give them, instead of Mr. Goad. 

Mr. Donner. All right. 

Mr. Burns. [I ask them because I thought that they covered more of 
a territory than individual divisions. 

Can you tell us approximately what proportion of that advertising 
would be classed as institutional ? 

Mr. Donner. I would not have those in my mind. 

Mr. Burns. Do ~~" do that to any extent at all ? 

Mr. Goap. Yes: we do considerable in institutional advertising. It 
is nota large percen tage of the total. 

Mr. Burns. Can you tell us approximately how much of the annual 
advertising budget woes for automobiles ? 

Mr. Goap. It would bea very high percentage of it. 

Mr. Burns. Do you have any figures ? 

Mr. Goan. I 7 not have those figures. 

Mr. Donner. I do not have those figures in mind. 

Mr. Currice. I can tell you what—— 

Mr. Burns. I think someone would have those. 

Mr. Curtice. I can tell you what the General Motors institutional 
advertising schedule for 1955 was—in the area of $5 million. 

Mr. Burns. Five percent of the total for that year ? 

Mr. Curtice. Yes. 

Mr. Goan. Just a minute. 

Mr. Donner. Lam being surrounded. [ Laughter. | 

[ have not got a breakdown. I would say the automotive would be 
85 percent—80 or 85 percent of the total. I have not got the figures 
here for that. It would be at least that percentage of the total. 

Mr. Burns. So that would be approximately $80 million to $85 mil- 
lion for 1955 ¢ 

Mr. Donner. Yes. 

Mr. Curtice. We may want to correct that, because I am not quite 
sure Mr. Donner is guessing right on it. I think it is somewhat lower 
than that, but I do not want to make the statement now. 

Mr. Burns. I have been told- 

Mr. Curticr. Automotive versus nonautomotive. 

Mr. Burns. Do you have any figures there which would show how 
that is allocated among the various car divisions ¢ 

Mr. Goan. Just a minute. 

Mr. Currice. As a matter of fact, it is not allocated. The various 
divisions build up their own programs as they see them, and then 
we arrive at the total by adding them all together. 

Mr. Burns. Does each division arrange for its own advertising? 

Mr. Curtice. Yes. 

Mr. Goap. Yes. 

Mr. Curtice. So far as their products are concerned. 

Mr. Burns. Arranges for the budget as well as—— 

Mr. Curtice. It is a submitted budget, yes, a recommended budget. 

Mr. Burns. This institutional advertising—is that allocated as a 
special charge against the various divisions of the company or is it just 
included in overhead generally ? 
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Mr. Currice. It goes back to the divisions 

Mr. Donner. The figure is just 20 percent for nonautomotive. 

Mr. Burns. For nonautomotive ? 

Mr. Curtice. I thought it was higher than 15. 

Mr. Donner. That is it. 

Mr. BURNS. The institutional advertising is allocated against dif- 
ferent divisions ? 

Mr. Curtice. Yes. It is a part of the central office charges. 

Mr. Burns. Do you have any knowledge of how your advertising 
of auton biles, total advertising. compares with that of your com- 
eritors & 

Mr. Curtrice. No. 

Mr. Goap. No. 

Mr. Currice. I guess you could ascertain that because I think that 
there is an annual statement that somebody puts out that tells us what 

total advertising expenditures are in the automotive industr y, and 
perhaps in other industries. 

But we don’t pay very much attention to what our competition is 
loing in that area, either. 

Mr. Burns. It has been stated before this committee that where 
tyle is a primary sales tool, public acceptance of a styling approach 

in be achieved by the sheer impact of the product volume and domi- 
on of adve rtising. 

Considering that General Motors is reported to account for ap- 
roximately 45 percent of all the cars on the road today, and is 
‘ported to be the single largest advertiser of automobiles in the 
ountry, Coes this mean that General Motors is able to dominate 

l mold customer preferences ? 

Mr. Currice. I think that all advertising has a tendency in that 
lirection, but the product must be good looking in order for it to be 

successful in creating the result that you are talking about. 

We have never yet been successful in selling an appearance that 
the public didn’t consider to be very good. I am reminded of the 
so-called pregnant Buick, in 1929, one of the best automobiles being 
uilt at that time, but it sagged very decidedly, despite that fact, in 
niblic acceptance as well as in public purchase, because the public did 
not approve of the styling. The quality of the car was the highest 
that oe had ever built. And the people who bought them after 

iey got to liking the appearance loved the product. And the cars 

ad ned resale value. 

But the styling—and I don’t know what their budget was that 
ear, but I venture the guess that they went all out in advertising, 
cognizing as they did when the first car went into production that 

there were too many people who said, “We don’t think it is very good 
ooking,” so they tried their best, but you cannot swim upstream with 

\ product that does not have the appeal to Mr. John Q. Public. 

Mr. Burns. The statement was made before this committee that 
the problem of dealing with the public is that when they see some- 
th ng over and over again, they begin to accept that as the standard. 

Mr. Currice. I suspect that would be one man’s opinion to which 
I would not subscribe. But if what they see is good looking, then 

there isn’t any question about it. 

And when we came out in 1954 with our great ee the 

anoramie windshield, on the Olds, the Buick, and the Cadillac, it 
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was accepted immediately by the public, and very enthusiasticall, 
by the public; and as tests of what that has meant, their sales ros 
very substantially against the field and it was public preference. 

This year those same cars, on the secondhand market, whatever pe 
centage of them have reached the secondhand market, have commanded 
as much as $125 more than counterparts of other manufacturers with’) 
the corporation and outside of the corporation that did not have the 
panoramic windshield as a feature of modern design on their cars. 

I think that is a good test. That says that the public is very 
discerning and knows what it is doing, regardless of what the adver 
tising may say. 

Mr. Burns. To what extent did the various car divisions have a 
choice as to whether they would accept that windshield on the 1954 
model # 

Mr. Currice. The capacity of tooling in our industry is such that 
it is necessary for us to alternate our programs of retooling. And the 
basic body shells that Buick, Olds, and Cadillac use are fundamentally 
the same, that is, Olds and Buick, on certain lines, Buick and Cadilla 
on the other ae 

And then from those they make the modifications that produce th: 
Cadillac, that produce the Buick Super and Roadmaster, that produce 
the Buick Special and Century, and the Oldsmobile 88, Super 88, and 


{ ie OS, 


And so it was their vear for change. And they were the only on 
who had had the option on that great feature for the 1954 model V 

Senator Dirksen, It runs in my mind, Mr. Curtice, that atti’ In 
motion makes a lot of difference since the advent of TV and showing 
exactly what a car is. 

Mr. Curticr. That is right. I think styling today is a far greater 
factor and has become progressively so. I think that television has 
contributed to make styling important, more so than it was in the 
vears before the war, and in the early years. 

It has progressively become a very important factor. As I said here 
last Frid: ay, all cars are considered to be good cars by the public. So 
their choice rests on what they see, first, and then, does it represent a 
| value for the dollar, second. 

Mr. Burns. Senator, I have another line of questions which I will 
pass over because they would be just as appropriate for Mr. Curtice 
and save them until Friday; and in order to move along with the 
examination, we changed the order somewhat from what we originally 
announced and we arranged with Mr. Hogan that we could next take 
Mr. William Hufstader, who is the vice president in charge of dis 
tribution. 


TOO! 


(General Motors submitted to us last night some memorandum notes 
which we will refer to during the course of his testimony. I think we 
should say that Assistant Counsel McHugh will examine him, and 1 
there are any parts of the memorandum which have not been cover 
in answer to Mr. McHugh’s questions, they can be put into the record, 

ither at the conclusion of his examination or ally or submitted, either 
way that is preferred. 

Mr. Hogan. You mean that he does not read the statement ? 

Mr. Burs. No; we are going to ask questions 


in accordance wi 
the outline that we have detailed. 
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\ir. Hocan. I think he ought to be entitled to have his statement 


Mr. Ccrrice. I think he has to read the statement. 

Senator O’Manonry. Is there an understanding? 

Mr. Burns. No, there is not. 

Senator O’Manonry. No understanding? 

Mr. Burns. Mr. Hogan disagrees with my statement. 

Mir. Currice. We would like to have him read that statement. All 


s have had an opportunity to read many statements over the 
t several weeks. 


Senator O’Manonery. How long is the statement? 

Mr. Hursraper. It will require 20 minutes or so. 

Mr. McHvuen. It is 28 pages. 

Mr. Burns. It will take much more than 20 minutes, Mr. Chairman. 
ind I think we should proceed in accordance with the manner in which 

e have prepared the questions, as we have done with all other wit- 
sses during the course of this hearing. 

\ny information in there which is not covered in answer to the 

tions can, of course, be submitted. 

Mr. Hogan. Senator, we sat here Friday morning listening to a 

y long statement of about 3 hours of Mr. Yager, and that was 

i tale, and I do not see why Mr. Hufstader should not be per- 
1 the privilege. He is a vice president in charge of distribution. 
[ do not think it is going to be satisfactory to us if the questions are 
inswered, and you said we can file something. The story in re- 
| to Mr. Yager was told publicly, was read, and questions were 
d. We _ k we should be given the same consideration. 
r. Burns. I did not say you had to file it. I said he could read 
file it. * was up to him, but I do not think that—— 

Mr. Curtice. We want to read it right now. 

Mr. Burns. I know you do. 

Mr. Curtice. And I think it is quite in order that we have the 
privilege of reading it right now. 

Mr. Burns. Well, Mr. Chairman, I think it is in order that the 
committee staff, which has been working on this for months in pre- 
paring questions in certain logical order, be permitted to conduct an 
examination- 

Mr. ( ‘URTICE. Y ou will have that opportunity. 

Mr. Burns. Well, it is just a question of who comes first. 

Mr. Curtice. Well, I think that we are the ones who are here by 

tation to testify. All other preceding witnesses—and I have read 
st of the testimony—had statements to make. They had plenty 
of time in which to make them, and that happened F riday morning 
hen we were invited to be here at 10 o’clock in the morning, and yet 
were not required to testify or given the opportunity until 2 o’clock 
the afternoon, as a matter of fact, 2:15 in the afternoon. 

nator O’Manoney. Well, Mr. Curtice, in order that that ques- 

may be set straight, there was no understanding with the chair- 

of the committee that you were to testify at 10 o’clock, none 
natever. 
Mr. Burns. Or at all, so far as testifying was concerned. 
Hoecan. Mr. Senator 
Senator O’Manoney. Pardon me, I just want to make this thing 
ear, 
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Mr. Hogan. Pardon me. 

Senator O’Manoney. Because it has been incorrectly reported 
Newsweek which came to my desk today. 

Late in the afternoon of Thursday, I think it was, and while it is 
important what particular day, Thursday—after a recess or during 
a recess, a newspaperman told me that there had been received in the 
Press Gallery a statement by Mr. Curtice marked for release at 10 
1. Mm. 

— anybody familiar with the practices of the press knows—that 

, 10 a. m. the next day—anybody familiar with the practices of the 
=e ss knows that such a release filed the day before the hearing is used 
on what the press calls the overnight wire, and published the next 
morning or in the next afternoon. 

Mr. Currice. Afternoon papers; yes. 

Senator O’Manoney. As though it had been delivered. 

Mr. Currice. Yes. 

Senator O’Manonry. Now, there was no understanding with the 
‘thairman that your statement was to be delivered at that time. 

Mr. Currice. But there was—it may not have been with you, I do 
not know about that—but it was between Mr. Hogan and your attor- 
ney, Mr. Burns. ‘There was a definite understanding that we were to 
be here at 10 o’clock on Friday morning, that I would have the oppor- 
tunity of presenting the statement at that time, and we, in very good 
faith, delivered the statement to the press. We delivered the state- 
ment to this committee, so that you had it before the delivery was 
made to the press. 

Senator O’Manonry. I sent—— 

Mr. Burns. Mr. Chairman, may I make it clear—— 

Senator O’Manoney. Certainly. 

Mr. Burns. That Mr. Hogan asked me a couple of weeks before the 
date when they were scheduled to appear, what the arrangements 
would be for witnesses, and I told him I wished to start with Mr. 
Sloan, and call several other executives, and end with Mr. Curtice. 

He stated that the company or Mr. Curtice would like very much 
for him to start first as the chief executive officer. 

I told him that that did not fit in with the plans we were making, 
but that I would talk with the chairman, and a few days later I dis- 
cussed it with you, and you told me to carry on and prepare the pro- 
gram the way we had for all other witnesses. 

So I advised Mr. Hogan that the chairman had left it up to me to 
make the decision, and at that time he said that they would like to 
have Mr. Curtice say something at the beginning of the presentation, 
since he was the chief executive officer of the corporation, and they 
were coming down here with their officers to testify. 

I told him that there certainly would be no objection if he made 
some brief introductory statements, such as the nature that they are 
glad to cooperate, glad to be here, make some general observations. 
| Laughter. | 

Mr. Currice. I enjoyed making them. 

Mr. Burns. That might take 15 or 20 minutes, but that I did not 
wish to have him make a full statement which would necessitate ques- 
tioning throughout the course of the making of the statement, and 
also would make it ins ppropriate to postpone the examination until 
we concluded with all the witnesses. 
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Hlogan stated at that time, which was November 30, the last 
talked about it, 2 days before they appeared, that he did 
know how long the statement w: is, and he did not know how 
¢ it would be, but that it was longer than 15 or 20 minutes, and 
ut What they were going to do was prepare a brief summary which 
\ir. Curtice would like to read, and I said he can say anything he 
ts at the beginning of the hearing if it does not upset the pro- 
im of the hearing, but then at the end when he is testifying, of 
ourse, he can say everything. 

Senator O’Manonery. Let me intervene here. What Mr. Burns has 
| he did discuss with me. My understanding was that the hearing 
ild proceed with the other witnesses of General Motors and would 

d with Mr. Curtice, and we were quite willing—I as chairman of 

e committee was quite willing—that Mr. Curtice should be the clos- 

ig witness before this hearing, but I felt very certain in my own 

| that in justice to the General Motors Corp. and its chief executive 
flicer, there should be in the record before he made - final statement 


erything that the committee had planned to bring forth from any 
iler of General Motors. 
Now, we presented some dealers—I am talking to you quite frankly, 


tlemen—we presented pee dealers whose franchises had been can- 
ed. We had scores of letters and telegrams from other dealers 

se franchises had not GMieae canceled, but who said that there were 
ints which should be investigated, but always ended with the expres- 
on that their names should not be used for fear of reprisal. 

Mr. Currice. Mr. Chairman, aren’t we now taking all the time 

it could just as well be devoted to hearing the statement ? 

Senator O’Manoney. I think so. 

\ir. Curtice. Hearing the statement of Mr. Hufstader? 

Senator O°’Manoney. I think so, but it is well to have it on the 

cord so everybody may understand, because of the statements about 

Lat happe ned when you appe: ared here on the day that you say you 

‘ted to testify at 10 o’clock. 

Mr. Curtice. Let me ask one question. Were we not expected 
here at 10 o’clock on Friday morning? 

Mr. Burns. Oh, yes. 

Senator O’Manoney. Oh, yes. 

\ir. Burns. But Mr. Curtice was not expec ted to testify. 

Mr. Curtice. I think, perhaps, Mr. Hogan had better have some- 

ng to Say. 

Mr. Hogan. Mr. Burns had this understanding with me, that we 
would be called at 10 o’clock, that Mr. Curtice would be allowed to 
read a summary of his talk; then Mr. Sloan would follow. Mr. 
Curtice would not be interrogated at that time because you wanted 

) reserve the interrogation for Mr. Curtice until later. 

Senator O'Manonery. But, Mr. Hogan—— 

Mr. Hogan. And no one told me on Thursday that there had been 

y change in plan, and T had that arrangement with Mr. Burns on 
Thursday. 

Senator O’Manonry. There was not any change in the plan except 
hat change, if it was a change, that the chairman made. 

When I was told by the press that this release for 10 o’clock in 
the morning had been filed the day before in the press site [ sent 


for a copy, and T found that the release which was filed was almost 


51 








3678 STUDY OF THE ANTITRUST LAWS 


2 inches thick, and thereupon I stated here publicly that that testi- 
mony would not be presented at 10 o’clock in the morning because 
it was my understanding that what Mr. Curtice was to present, in 
accordance with the agreement between Mr. Burns and yourself, was 
“a mere summary. I would have been perfectly willing to have that 
done, but I wanted to complete—— 

Mr. Curticr. At 10 o’clock ? 

Senator O’Manoney. Pardon me,sir. I wanted to complete, before 
you took the stand, the testimony of dealers, and these were three 
dealers whose franchises had not been canceled. 

Mr. Curtice. Yes, I heard them. 

Senator O’Manoney. I know you heard them, sir; I know you 
heard them. But I also, sir, wanted to protect them from the danger 
of any pressure being brought upon them not to testify by releasing 
their names the day before. Now, that was the purpose of the action 
of the chairman. 

We wanted to complete the story so that you could respond to it 
completely as it was presented on behalf of the dealers. 

Now, so far as this incident here is concerned, I sympathize com- 
yletely with what Mr. Burns desires to do, in asking the questions first ; 
Dut in order to preserve the reputation of this committee for being 
fair, and of not creating a condition which would enable you gentle- 
men from General Motors to go out of here thinking that you were 
being imposed upon, I shall try to make the arrangement with Mr. 
Hufstader to make the brief statement which he said he could make in 
20 minutes, without interruption, and then we will stay here and listen 
to the questions. 

Mr. Burns, I hope you will agree with this. 

Mr. Burns. We will obey the rule of the Chair. 

Senator O’Manonery. Now, then, Mr. Hufstader—— 

Mr. Hogan. Thank you, sir. 

Senator O’Manoney. You may proceed without interruption for 20 
minutes. 

Mr. Hursrapver. Thank you, Senator O’Mahoney. 

Senator O’Manoney. What was that, Mr. Hufstader ? 

Mr. Hurstaper. Thank you, sir. 

Senator O’Manoney. Before we go into that, I am going to take a 
5-minute recess. 

(Short recess taken. ) 

Senator O’Manonry. Mr. Burns, Mr. Hufstader, I think, is ready. 

Do you have your clock set? [Laughter. ] 

Mr. Hogan. There is one thing, Mr. Chairman. We have the re- 
buttal of the dealers, and I assume Mr. Hufstader will be allowed that, 
in addition to the 20 minutes. | 

Senator O’Manoney. I assume we will have some questions at the 
end of the 20 minutes. That was the agreement. 

Mr. Hocan. I thought you wanted us to present our rebuttal on what 
the dealers said. 

Senator O’Manoney. All in due time. 

Let’s proceed. We settled this before the recess, 20 minutes. 

Senator Dirxsen. Let’s not hold it too close, Mr. Chairman, because 
I have had a dozen letters on Mr. Yager’s testimony, and I am quite 
interested, because I want to know how to answer those questions. 

Senator O’Manoney. Proceed. 
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Mr. Hursraper. Thank you, Mr. Chairman and Senator Dirksen. 

My name is William F. Hufstader. Since November 1948, I have 
been vice president of General Motors in charge of the distribution 
staff. My association with the automobile industry dates back to 1915. 

Several of the witnesses who have appeared before you have com- 
mented on the General Motors selling agreement. The form of an 
agreement between a manufacturer and a retailer must necessarily 
depend upon the nature of the relationship between them, and the 
rights and obligations of each. 

‘The word “retailer” is susceptible of a fairly broad range of 
definitions. At one end there is the merchant who buys from a man- 
ufacturer or wholesaler one or a number of more or less standard 
items for resale—clothing, furniture, groceries, and the like. Such 
a merchant is practically as well as legally independent of the manu- 
facturer. The latter is nothing more than a source, and more fre- 
quently one of a number of interchangeable sources of goods for 
resale. 

At the other end of the retail distribution scale is the agency rela- 
tionship. Here the retail operation is managed by the legal agent 
of the manufacturer. It may be a branch or a subsidiary of the 
manufacturer. An agent is neither practically nor legally in- 
dependent. 

From a practical standpoint the automobile dealer’s relationship 
tothe manufacturer lies somewhere in between these two extremes that 
I have just mentioned. Legally he is not the agent of the manufac- 
turer. Yet,in his community he is looked upon as the manufacturer’s 
“representative.” The goodwill and degree of business success he 
is able to earn in his community depend importantly upon the quality 
and value of the product with which the manufacturer has provided 
him. Conversely, the goodwill and success the manufacturer enjoys 
in all markets, throughout the country, are determined in substantial 
degree by how well his “representatives’—the dealers—perform 
their functions. In other words, an unusual mutuality of interest 
exists between the automobile manufacturer and the dealer. 

Unlike thousands of items customers buy “off-the-shelf” every day, 
the automobile is an unusual product in a number of respects. This 
fact has important bearing upon the factory-dealer relationship. 

For one thing, the automobile is a highly complex mechanical 
product. Yet it is operated daily by millions of persons, many with- 
out mechanical knowledge and skill. It is sold through thousands 
of retail outlets and represents a large investment for the average 
purchaser, Today most new-car purchases involve the trade of a 
used car. 

To assure customer satisfaction facilities must be provided to con- 
dition the car before sale at retail and to service it throughout its 
useful life. 

The facilities and organization required by the dealer to effectively 
display, sell, and service automobiles necessarily represent a substan- 
tial investment. Similarly, the manufacturer requires substantial 
investment and an organization to design and produce progressively 
better cars in volume. 

In view of these unusual aspects of the automobile as an item of 
retail merchandise, it is evident that orthodox “off-the-shelf” mer- 
chandising methods are not applicable. Indeed, “department store” 
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distribution of automobiles has been tried and each time has failed, 

In the automobile industry the franchise relationship has been 
evolved as the approach best suited to our type of product and to 
the mutuality of interest existing between manufacturer and dealer, 
It is designed to serve those interests and the interest of the customer, 

The agreement between ihe manufacturer and the franchise holder 
sets forth the conditions governing the purchase at wholesale of auto- 
mobiles by the dealer. The latter is obligated to purchase only when 
he places an order, and not otherwise, although a commitment to pur- 

chase is undoubtedly implicit in the agreement. The manufacturer, 
on the other hand, has no obligation to sell until he accepts an order. 
Again a commitment is implicit in the agreement. 

A feature unique in the franchise approach, and not present in other 
manufacturer-independent-merchant relationships, is the assistance 
rendered the automobile dealer by the manufacturer. This includes 
technical help and programs in phases of the dealer’s business such as 
sales and servicing, advertising, business management, factory training 
of mechanics, warranty and product-service programs. The nation- 
wide network of General Motors service training centers, described to 
you previously by Mr. Curtice, is an outstanding ex: umple of such as- 
- tance. These types of cooperation involve substantial expenditures 
by the manufacturer. 

All enterprise involves risk and this is as true of automobile retailing 
as it is of automobile manufacturing. The dealer, often assisted by 
the manufacturer, provides capital for his facilities. By virtue of its 
nature this investment remains reasonably stable. In the normal busi- 
ness cycle it should fluctuate only with expansion and growth. Hence 
it is reasonably permanent, capable of liquidation without undue loss 
if made on a sound basis initially and if its value is properly reflected 
on the books. In other words, this investment in facilities becomes a 
calculated risk for the enfranchised dealer. 

A greater risk assumed by the dealer is his complete reliance upon 
the manufacturer to supply him with a salable product that has cus- 
tomer appeal. ‘The dealer’s profits are satisfactory, or less than that, 
depending upon how well he controls his oper ating costs and expenses, 

Sut the opportunity for profit is created by the manufacturer in the 
first place. Unless the manufacturer supplies a product that appeals, 
that has value, and sells in appropriate volume, there will be no profit 
for either. 

The manufacturer bears these same risks of investment and ability 
to produce a salable product. In addition he assumes several other 
types of risk. One is high annual tooling costs. These can be re- 
couped only if the product is properly pric ved, if it is accepted by the 
public, and if the enfranchised dealer efficiently sells and services the 
product. These conditions must be met each year, year after year, if 
existing customers are to be retained and new ones secured. To same 
with customer goodwill is to put at risk the very existence of the busi- 
ness. 

Other obligations of the manufacturer flow from the warranty of 
his product and from legal liabilities in the event a defective part or 

careless workmanship in | the assembly of the product results in prop- 
ety damage or personal injury. The manufacturer is liable even if 
2 supplier is solely responsible for the faulty part. 
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So far I have outlined why an automobile, because of its very nature, 
not a product that can be retailed by traditional off-the-shelf 


0 methods. I have described the risks and responsibilities assumed by 

dealer and manufacturer under their franchise relationship. It 

. clear that the manufacturer assumes the greater risks and bears 

r the ultimate responsibility to the customer. It is the manufacturer 
creates the franchise in the first place. Hence he should be in the 

n fion to cdlispose ot it, while atlording reasonable protection to the 
r for his investment and his business. 

ry [his ability to dispose cannot in any sense be shared with the dealer. 

r. lhe manufacturer must be in a position, based on his judgment and 

on his judgment alone, to retain a franchise, to grant it, or to 
‘I draw i. 
\ 


\ereements between seller and buyer—whether long-term or short- 
term—generally are formal arrangements, negotiated with respect to 
ts of a particular situation. While provisions regarding maxi- 
ig num and minimum quantities of merchandise to be furnished or pur- 
i ed are usually included, in our industry obligations of this kind 
would be burdensome and extremely hazardous for both manufacturer 


ind a ealer. 

es In view of this the emergence in our industry of the 1-year franchise 

was, in Our opinion, a logical and sound development. 

g We are still of that opinion, despite the offer now outstanding with 
DY our ¢ ane ‘rs to extend the term of the current 1 year’s agreement to 5 
Its irs. It is ene? to repeat the reasons for this offer already 
Si- outlined by Mr. Curtice. In our selling agreements the dealer is 
ce given no right of eoineenia but he did have and still has the right 
SS to terminate on 30 days’ notice. 

e lhe essence of a successful franchise relationship is the personal 
5a element, built upon careful mutual appraisal and good faith. The 

oof of the workal vility of this arrangement lies in the fact that the 
on largest majority by far of General Motors dealers have prospered. 
uS- They are among the most successful small-business men in the country. 
at, furthermore, the value of a General Motors franchise has never 
es. been greater than in the period since the war. Before the war it was 
the necessary in many cases for our divisions to seek out qualified potential 


Us, dealers who were willing to accept a franchise. Today, whenever a 


riit franchise becomes available, there is a waiting list of qualified pros- 
pects In most instances, 
ity [ would like to depart from the text and indicate that right at the 
her moment we have 4,976 franchise applications of people who desire 
re- our franchises. 
the 
“7 EVOLUTION OF FACTORY-DEALER RELATIONSHIPS 

l 
ible I hope you will pardon a personal reference at this point. As I 
usi- | stated at the outset, my connection with the automobile industry goes 

| back to 1915. In those early years dealers had little status in the 

yof | industry. The typical dealer was not a merchant. He was a mechanic 
t or in most instances who doffed his greasy overalls only when a customer 
rop- | ‘ame in to ask for a demonstration ride. He had no assistance of any 
n if kind from the factory. He bought his merchandise at auto shows. 


[f his guess of how many cars he could sell was too sanguine his 








3682 STUDY OF THE ANTITRUST LAWS 


business was likely to be ruined in one selling season. If he guessed 
on the low side, his competitors stole a march on him. 

In 1933 I was appointed general sales manager of the Buick division 
by oo Harlow H. Curtice, then president and general manager of 

uic 

Mr. Curtice in turn had been placed in charge of Buick by General 
Motors management to resuscitate a once thriving business that had 
fallen to a very low ebb. From a peak production of 266,753 cars 
reached in 1926, Buick had slipped to only 40,621 cars in 1933. 

An analysis of Buick’s problems convinced him that, in addition 
to a product that had lost appeal, Buick was suffering from the dis- 
integration of dealer morale. The constructive relationship between 
dealer body and factory, so necessary to the success of both, had 
likewise fallen to a low ebb. 

One of Mr. Curtice’s first acts as president of Buick was to deal 
with this problem. He set up a program of yearly journeys to every 
Buick zone in the country. All dealers were invited to come to the 
factory at least once each year—at announcement time. In time he 
came to know personally virtually every Buick dealer in the country, 

Today this interest in the dealer pervades our entire organization. 
Each divisional manager with his top sales staff makes similar trips 

each year to the field in order to listen to and talk with dealers. 


POSTWAR PROBLEMS 


Before the war our job at Buick was to create profit opportunities 
for our dealers, by giving them a saleable product and assist them 
in merchandising and servicing it effectively. This job was success- 
fully accomplished. 

In the immediate postwar years our problems were of quite a 
different nature. A pent-up demand for automobiles of unprece- 
dented magnitude had built up through the 5 war years when the 
industry was out of production. Anything with four wheels could 
be sold. The law of supply and demand asserted itself at the retail 
level. Without any effort on their part dealers could sell all the 
cars they could obtain from the factory and at premium prices. The 
majority of dealers attained economic independence in those years. 

The manufacturer’s responsibility in this situation, as we saw it at 
Buick, was to do what was necessary and appropriate under the law 
and within our franchise relationship with the dealer, to prevent 
abuses damaging to the customer. Even with business to be had 
without asking, service and value were still prerequisites for retaining 
customer goodwill over the longterm. We endeavored to indoctrinate 
our dealers accordingly. In several instances we found it necessary 
to withdraw our franchises where transgressions had gone beyond 
the bounds of good business conduct as defined by the selling 
agreement, 

“In this shortage period General Motors dealers had important as- 
sistance in taking care of the needs of their customers through the 
so-called Sloan plan. Under this plan, announced to dealers early 
in the war, dealers who retained their franchises through the war 
were assured a supply of cars proportionate to requirements of their 
territories as indicated by prewar experience, once production was 
resumed. In other words, the Sloan plan was an orderly method 
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of distributing our products in a shortage condition. It was de- 
signed to protect the equities of dealers and to meet the needs of cus- 
tomers in the most orderly manner possible. 

In November 1948, Mr. Curtice moved to Detroit as executive vice 
president of General Motors. Among his responsibilities in this 
capacity were the central office staff functions, including distribution. 
I moved to Detroit from Buick with Mr. Curtice as vice president 
in charge of the distribution staff. 

The first major problem we encountered in the distribution area had 
to do with the dealer’s so-called territory security. As you know, the 
provisions in question were removed from the selling agreement in 
1949. In General Motors we were extremely reluctant to take this 
step. However, we were admonished by counsel that with the trend 
of judicial interpretation of existing laws, we had no other choice. 
Mr. Curtice foresaw the problems this would create. 

The car shortage of the early postwar years created certain undesir- 
able selling practices. One of these arose out of the fact that most 
customers were willing to pay high premiums in order to obtain a car. 
Most manufacturers kept their prices at levels justified by the eco- 
nomics of the situation. Many dealers, however, reaped great profits. 
We received many letters placing the blame for exorbitant charges 
on our doorstep. The writers of these letters obviously felt that we, 
as manufacturers, could put a stop to such practices if we but would. 
Our lawyers, however, advised us that we could not legally determine 
the price of cars sold by dealers at retail. 

A similar price situation has arisen in the current competitive mar- 
ket, for a different reason. It is the so-called pack, a term which I feel 
[ need not define for this committee. 

The pack is nothing new. It existed before the war, particularly 
in certain areas of the country. In 1939, Mr. Curtice, then at Buick, 
attempted to halt this undesirable practice. We tried earnestly to con- 
vince our dealers that it would be to their own best interests in the 
long run to put an honest price tag on their product. However, our 
efforts met opposition from some of our dealers and hence were unsuc- 
cessful on the whole. 

In the present competitive situation the pack has become more gen- 
eral throughout the country’s automobile markets, and also more seri- 
ous in terms of dollars to the customer. Many dealers who did not 
hold with price packing in the first place had to go that route in self- 
defense, to meet competition. Again, the manufacturer is powerless 
under the law to remedy this situation. 

Another practice opposed by manufacturers, as it is by many deal- 
ers, is bootlegging. I am sure you know what this term means as 
applied to automotive retailing. In this instance we in General 
Motors went so far as to request approval of the Attorney General for 
a provision in our selling agreement that would have given us the 
option to repurchase from the dealer any cars which he wished to dis- 
pose of through wholesale channels. 

For this purpose Mr. Curtice (as he told you this morning) per- 
sonally arranged and attended a conference with the Attorney General 
and members of his staff in Washington. By letter dated March 22, 
1954, the proposed clause was submitted to the Attorney General. In 
reply we received a letter dated March 30, 1954, from the Assistant 
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Attorney General, in charge of the Antitrust Division, reading in part 


as follows: 


As you are aware, the Department of Justice is not authorized to rend: 


private persons or organizations advisory opinions on questions of law. It 
within our discretion, of course, to determine what type of proceedings shou 
be brought under the antitrust laws in particular cases. Accordingly, when fu 
disclosure of a proposed course of action is made to this Department, it is ou 

bic to indicate whether or not the Department will forego vane institution « 
cril al proceedings if it should subsequently determine to test the legality ¢ 
the proj sal if put into effect. 

Pursuant to this policy, we have carefully reviewed the statements containe 
in your letter and the provisions intended to be incorporated into future selli 
agreenient etween General Motors Corporation and its franchised dealers 

We have concluded that the Department of Justice cannot undertake ft 
waive the institution of criminal proceedings with respect to such contractura 
provisions should we decide to test their legality if they are incorporated 
General Motors Corp. selling agreements, since they raise important questions 
under the antitrust laws. 


Even this effort was grossly misunderstood in some cases by people 
who on the basis of their training and background should have known 
better 

Despite all of our efforts we continued to receive complaints about 
this situation. It remained a matter of prime concern to us. 
Accordingly, on January 14, 1955, a letter was sent by Mr. Curtic 
to all General Motors dealers embodying the same proposal as was 
incorporated in the clause submitted to the Attorney General wit! 
out, however, making it mandatory as far as the dealer was concerned. 

That letter has been submitted for the record, so that it is not 
necessary to quote Trom it here. 

[ should emphasize in this connection that we were not proposing 
to interfere with retail sales, recognizing as we did, that under the 
law the dealer can sell at retail to any one—anywhere. 

Mr. Yager, a General Motors dealer, and other witnesses appear- 
ing before you voiced compl: ints concerning territory sec urity, price 
packing, and bootlegging. Like many other dealers, and despite any- 
thing we can say, Mr. Yager appears to be of the opinion that we 
condone and even encourage these practices from selfish motives. 
As I have just shown, there is nothing we can legally do about any 
them. It should be clearly segs an that after the manuf: aver 
produces and sells his product to his enfranchised dealer, new cars 
can come to the market place ae from the enfranchised new-car 
dealer. 

Since the war our dynamic economy has grown as never before in 
our history. What has happened is the direct opposite of what many 
people, including Government economists, expected to take place once 
the war was over. The more or less official word was that we could 
look for some 8 million unemployed. 

General Motors thought and planned otherwise. Mr. Curtice has 
told you of the expansion programs that have been undertaken to 
provide the facilities we feel we need to meet adequi itely the require- 
ments of our customers. 

Our car divisions encouraged their dealers to look and plan ahead 
with similar vision. Many of them did just that. They recognized 
that. in order to grow with the market they would have to face up 
squarely to the question of facilities, just as General Motors was 
doing. These dealers built their facilities and their organizations 
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Poudnay these dealers and [am glad tO Say they make up the major 
far of our dealer body are not worrying about keeping Oo hee, 
ls above water in the competitive curre nt. 

along as they were 


()ther dealers, however, were content to OC : 
ither they could not, or did not want to see the light. They lagged 
rganizing themselves to take advantage of the opportunities which 


day’s market holds. 

\t this point I wish to call your attention to a decision Mr. Curtice 
le in regard to our distribution policy when he foresaw an expand- 
market for our products. We cor uld have prepared to serve ap 

et by appointing additional dealers. If a dealer was not getti 
results he should in his expanded market, we might have aaron, 
roblem by appointing an additional dealer or dealers in the same 


t area. 
We did not elect to do this except in those areas where the popula- 
id increased to such an extent as to make it absolutely necessary. 
Inthe ma . there has been no overall increase in t] 1e dealer body. 


Mir. ¢ atin felt—and his thinking was shared by our divisional 


ements—that the only fair thing to do was to give our existing 

the epporteinty to serve and profit from the expanding market. 

\\ | not think it fair to dilute the profit opportunities of our exist- 
dealers. 

Dealers who expanded their facilities and organizations are today 

gy” upon this opportunity. Others have lost oround, particu- 


riy sil e competition has returned to automotive retailing, about 21%, 


iO, Many of these dealers, who apparently had forgotten that 
ile selling has been traditionally a trading business—as Mr. 
Sloan told you—have gotten themselves into trouble. The day came 


customers ceased walking into their stores clamoring to have 
hames put on an order blank. ‘These clealers were not prepared 
at day. Human nature being what it is, it is perhaps only 
itural that an unsuccessful dealer tends to blame the manufacturer 
her dealers rather than his own lack of vision and initiative for 
ling to « apitalize upon his opportunities. 
\s competition returned to the automotive retail market, many 
lers rec ognized the value of selling in volume. These dealers are 
ometimes deprecatingly referred to as “wheeling and dealing” dealers. 
| do not think any deprecation is warranted. For these are the dealers 
vho work at their jobe, They are in their places of business early in 
the morning and late at night. Their absences from their establish- 
ments, either for business or other reasons, are kept to a minimum. 
Kxperience shows that through effort, good business sense and, 
ibove all, good service to the customer, the volume dealers realize a 
better return on sales than do those who prefer to wait for business 
to come tothem. And, of course, since volume dealers turn over their 
ipital about three times as fast, their return on investment is that 
much greater. 

he attached chart demonstrates that point most clearly. It is a 
udy that has been made of the operations of 20 of these so-called 
vheeling and dealing dealers of the Chevrolet, Pontiac, Oldsmobile. 
d Buick divisions. The facts which their oper: ations reveal in em- 
phatic fashion are that contr: ry to the testimony given here, these 
volume operators are extremely successful for the customer, the fac- 

tory, and most importantly, themselves. 
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This is a chart which I] just mentioned, which shows the return « 
net worth, the investment turnover, the times turnover, and the pe! 
centage of return on sales 

I call to your attention, Senator O’Mahoney, the bottom line, th 
high-volume dealers. Let us take the left-hand side for the Chevrol 
dealers, these high-volume dealers that we mentioned, their return o 
investment for the first 9 months of 1955 is 43.7 percent; the Pontia 


ext = — rs, 78.6 percent; the Oldsmobile exclusive dealers, 62.1 
percent; the Buick exclusive dealers, 73.7 percent. 
(‘The chart referred to appears on p. 0687.) 


Mr. Hurst \DER, I mentioned earlier that we have attempted to work 
with our dealers in many ways to help them capitalize upon today? 
expanded opportuni ities. Many responded aflirmatively to our sug- 
gestions and through cooperative effort solved their problems. Sor 
did not, simply because they lacked initiative. They had accumulated 
enough money for their purposes and desires. However, they we: 
still willing to continue the business and derive such income from it 
as it might produce, being operated by their employees. Such dealers 
many of them not actively the operating heads of their own businesses 
were unconcerned with the fact that they were not representing tl 
manufacturer in the competitive market, not obtaining results the 
manufacturer had a right to expect, and not giving the service due the 
customer. 

Dealers who have solved their problems and corrected their situa- 
tions in the competitive market recognize the factory contribution 
as a cooperative effort. Others may call it a coercive effort. 

Unsuccessful dealers sometimes complain that frequent contacts 
by factory oe are threats to their franchises. On the 
other hand, if this practice of frequent contact were not followed, 
these same cae might well complain that they were lulled into 
a false sense of security; that they were given no guidance and no 
warning in correcting their situations. And, if a selling agreement 
were terminated without such advance warning, a dealer would have 
just cause for complaint. 

It is not our policy to terminate selling agreements without 
thorough discussion with the dealer. In addition to personal contacts, 
our dealers receive letters from the car divisions advising them of 
specific situations to be corrected. Yet such letters, too, have been 
interpreted as threats by unsuccessful dealers. 

We all recognize, I am sure, that human relations are involved 
in the factory- -dealer relationship. We recognize equally well that 
where the human element is involved, perfection is rarely to be 
expected. 

Partnerships of many years culminate in dispute and are dissolved. 

3usinessmen cease to do business with each other. An employee who 
fails to measure up to his responsibilities is given a fair chance to 
redeem himself. If he does not, his employ ment must be terminated 
for the good of the business. Even elective officials who are reelected 
on their record never receive 100 percent of the votes of their con- 
stituents, or even of the members of their party. 

A General Motors dealer who fails to measure up is given an oppor- 
tunity to right his situation. He is given help with his problems. 
Nonrenewals of selling agreements, although naturally somewhat 
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higher in the recent competitive past than in the early noncompetitiv: 
postwar years, are still relatively low. To minimize human error 
and to insure proper consideration of all the facts and circumstances, 
the comp ylete zone and regional files of a dealer are reviewed by the 
division’s central office sales staff before notices of cancellation of non 
renewal are served. The general sales manager must approve the 
action. 

The record set forth in Mr. Curtice’s statement, filed with you 
committee, concerning the financial results and the years of continu 
ous oper: — of our dealers ras? for itself. I am proud to say 
that the Genéral Motors dealer body is outstanding in the industry. 
The fact that more customers turn to General Motors dealers than t: 
those of any other manufacturer attests to the confidence the publi 
holds in the products they have to offer, and in the men who sell and 

ervice those products. 

Thank you. 

Senator O’Manonry. Thank you, Mr. Hufstader. 

Mr. McHugh? 

Mr. McH{uen. Mr. Hufstader, I wonder if you would tell us what 
the distribution staff is, what its functions are. 

Mr. Hursraper. Mr. McHugh, the distribution staff is located in 
I etroit. Its funct ions are div ided into several sections, sales and serv- 
ice. Its functions are to operate on the staff basis, cooperating with 
the divisions to gather and evaluate information to work on the de 
velopment of policies for the benefit of our dealers and our custome? 

Mr. McIver. What is the exact relationship between the functions 
of the distribution staff and the sale of automobiles? 

Mr. Hursraprr. Immediately there is no relationship physically. 
Che re sponsibility for the sales of each division’s cars or trucks, or 
their products, lies with that individual division. 

Mr. McHueu. You mean the distribution staff works out overall 
policy which may be applied to the sale of the various automobiles? 

Mr. Hursraper. Works on the development of those policies. 

Mr. McHwuen. Is the same true of parts? 

Mr. Hursraper. Yes, it is. 

Mr. McHwueu. I notice that the United Motors Service is not listed 
as being directly under your supervision. Is that correct? 

Mr. Hursraprer. That is correct. Your question, as I interpret it, 
Mr. McHugh, was one of policy. 

Mr. McHwuen. Yes. 

Mr. Hursraper. And my answer is on policy. 

As has been brought out, I think a number of times, as far as the 
line authority is concerned, that is est 

Mr. McHwuen. Motors Holding Co. is directly under your juris- 
diction ? 

Mr. Hurstraper. That is right. 

Mr. McHueu. Mr. Hufstader, yesterday Mr. Curtice read a tele- 
gram to all General Motors dealers extending the term of the franchise 
of the selling agreement from 1 to 5 years. Under the terms of this 
new agreement running until October 31, 1960, would General Motors 
be able to terminate that franchise, and if so, how, and for what 
reasons / 

Mr. Hursraper. Prior to the expiration? 

Mr. McHvan. Prior to the expiration of the termination date. 
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\fr. Hursraper. Yes, General Motors would be able to terminate 
that contract for cause under certain circumstances. 
\ir. McHuen. Referring now tothe 
Mr. Hursraper. The contract speaks for itself. 
Mr. McHven. I wonder if you would refer to the Chevrolet fran 
ise as an example and tell us what the basic causes would be for 
1 termination of that agreement. 
| \fv. IDUFSTADER. Do you want me to read that contract, Mr. 
NI Hueh / 
Mr. Mcliven. Yes, I wonder if you would read what the reasons 
e that are provided in that contract for termination. 
Mr. Hursraper. The section “Termination of agreement,” para- 


Seller mav terminate this agreement immediately by delivering to dealer or 


; representative written notice of such termination in the event of the happen- 
f anv of the following. 


Ma. Mi Hx Gil. What section are you reading from, Mr. Hufstader 7 


{ Mir. Hursraper. 25,0n page 15. 
Vir. McelTIuen. Yes. 
n Senator O'Manonry. What are the following? 


\fiv. Hursraper (reading) : 


Death, incapacity, or the removal, resignation, withdrawal, or elimination 
ie dealership for any reason of dealer or any persons named in paragraph 


¢ t} 


his agreement 
Any attempted transfer or assignment of this agreement, or any right or 
‘ ion hereunder 
c) Any sale, transfer, relinqguishment, voluntary or involuntary, by operation 
. of or otherwise, of any interest in the direct or indirect ownership of active 
rement of dealership without the prior principal approval of seller. 
Mr. McIiven. Mr. Hufstader, excuse me. Are you now reading 


TY ’ 


om the various subparagraphs under paragraph 3 of page 1d ¢ 
Q Mr. Hursraper. Yes. 
Mr. McHuen. Now, there are two prior paragraphs which set forth 
e reasons for termination. 
Mr. ILursraprer. Yes, there are. What is your question ? 
d Mr. Mctlueu. I wonder if you would tell us what those two prior 
ral) ipl s provide. 
i Mir. Hiursraper. You don’t want me to continue reading these? 
Mr. McHueu. No; I think we had better take these up in the order 
which they are listed in the franchise. 
Mr.ILvrsraper. You want me to go back to section 25 dealing with 
18 the termination / 
Mr. McHuen. Yes. 
S Mr. Hursraper. You want me to read from it? 
Mr. McHueu. If you will, please. 
Mr. Hvrsraper (reading) : 
e at | 





fermination: (@) Termination by dealer. Dealer may terminate this 

ce eement by written notice of termination delivered to seller, such termination 
is to be effective 1 month after receipt by seller by such notice 

re by ination for cause: 1. If seller or dealer requires a license for the 

rs »of any obligation under or in connection with this agreement in any 

at ite ¢ risdiction where this agreement is to be performed, then and in such 

( if either of the parties shall fail to secure or maintain a license or renewal 

thereof, or if such license shall be suspended or revoked, irrespective of the 


or reason therefor, either party may immediately terminate this 
ent ov givil 


giving to the other party written notice of such termination. 


auores 
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. If dealer does not develop the sale of Chevrolet motor vehicles and chassis 
to the satisfaction of seller, or does not conduct his business in accordance with 
any requirement set forth in sections 11 and 12, sections 14 to 19, inclusive, or sec- 
tion 21 of this agreement to the satisfaction of seller, seller may terminate this 
agreement by giving to dealer written notice of termination to be effective 3 
months after receipt of such notice. 


Now, we come to the paragraph that I have previously read, Mr, 
Mc ‘Huch. 

Mr. McHvucn. Mr. Hufstader, excuse me for interrupting here. 

Under paragraph 2 you refer to several sections. I wonder if you 
would tell us, without ‘reading them in detail, what the substance of 
those sections are. 

Mr. Hocan. Wouldn’t it be better to let him read the balance, so that 
anyone can—— 

Mr. McHveu. I would think not, Mr. Hogan. Those obviously re- 
late to some other reasons for termination at this point. 

Mr. Hocan. Yes, but he can phrase the thing better if he knows 
the rest of Mr. Hufstader’s answer. 

Mr. McHwueu. I don’t see how he is going to understand what is 
provided in them until we see what the various reasons are, as set 
forth in paragraph 2. 

Can you describe briefly what is set forth in 11, 12, and 14 to 19, 
Mr. Hufstader ? 

Mr. Hursraper. Do you want me to continue reading these other 
reasons why the contract can be canceled by dispute or disagreement, 
controversy; that is, clause D? Why don’t we go ahead and f finish 

that up, and then we will go back to these others ? 

Mr. McHuen. These are under par: agraph 3 you are reading now? 

Mr. Hurstraper. Yes. I had finished C, and then under that: 

Any dispute, disagreement, or controversy between or among principals, part- 
ners, managers, Officers, or stockholders of dealer which in the opinion of seller 
may adversely affect the ownership, operation, management, business, or inter- 
est of dealer, dealership, or seller. 

E. Insolvency of dealer, filing of a voluntary petition in bankruptcy by dealer, 
filing of a petition to have dealer declared bankrupt, provided it is not vacated 
within 30 days from the date of filing; appointment of a receiver or trustee 
for dealer, provided such appointment is not vacated within 30 days from the 
date of such appointment; execution by dealer of an assignment for the benefit of 
creditors. 

F. Conviction of dealer or any principal officer, principal stockholder, or 
manager of dealer or any partner in dealership of any crime which in the 
opinion of seller may adversely affect the good will or interest of dealership 
or seller. 

G. Failure of dealer to maintain dealership operations as a going business 
open during customary business hours for 7 consecutive business days, provided 
such failure is not due to causes beyond dealer’s control, and is without dealer's 
fault or negligence. 

Mr. McHven. Do I understand, Mr. Hufstader, in addition to those 
which you have listed under paragraph 3, that if the dealer does not 
conduct his business in accordance with the requirements set forth 
in certain other paragraphs not described here but just referred to by 
number, to the satisfacttion of the seller, the manufacturer, he may 
be terminated; is that correct ? 

Mr. Hurstaper. If it be considered that it is a breach of the con- 
tract, Mr. McHugh; yes. 

Mr. McHvcn. Now, I wonder if you would either read for us or 
tell us the substance of these other sections referred to here, which 
provide a basis for termination. 
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\fr. HursTaper. You want sections 11 and 12? 
[ Me Huen. Yes. 

You don’t have to read them if you can just tell us what the sub- 
ce of these provisions are. 

Mr. Hurstaper. I am getting good practice in reading here. 


‘ 


Dealer’s personal services, dealer’s place of business satisfactory to seller. 
Do you want each one? 
Mr. McHwucu. No; just read the caption and describe for us what 
ovision relates to. 
Mi Mt FsTADER. Well, I think, as long as we are at it, we can read 


person named in paragraph third of this agreement all devote his full 
ttention, and energy to the conduct of the Solas busi iness. 
Dealer’s place of business satisfactory to seller. Dealer will maintain a 
f business, including salesroom, service station, parts and accessory facili- 


iil 


used-car facilities satisfactory to seller, will maintain the business 
stomary in the trade. Dealer will permit seller to eee said place of 
all reasonable times and business hours. Dealer will not move to or 


1 new location, branch sales office, branch service stati hn, or place ¢ f 


neluding any used-car lot or location, without the prior written consent 


vow, that is 11 and 12. 
Section 14: 


requirements: Since the amount and structure of working capital and 

h required to handle properly the business to be conducted by dealer 
ler depends upon many factors, including the size of the market, sales 
e facilities required, anticipated volume, and others, and since seller 
standards for dealer capital and net worth, based on seller’s past experi- 


7 


iler shall establish his own net working capital and net worth in the 
mount and form specified by seller. If the amount of owned net 

ng capital or net worth or the way in which either is set up is now or 
er inadequate in seller’s estimation for the proper handling of dealer’s 
ness, dealer will take the necessary steps to meet seller’s applicable require- 


thin the time determined by seller. 


Accounts and records, unifo rm accoun ting system. 


Mr. McHuen. It is very lengthy. I would see no need to read that, 
er than describe the paragraph heading covering these. 
Hursraper. It is the establishment of a uniform accounting 


tem. 


Satisfactory sale of motor vehicles: Dealer shall properly develop to the 
r’s satisfaction the sale of Chevrolet motor vehicles and chassis. 

Mr. = ‘HucH. Excuse me. The paragraph you just read, para- 
rraph 16, that is the same provision as set forth in the | eginning of 
) aaa 2 of paragraph 25% 

HursTaper. Yes. 
Mr. McHuen. It is the same? 
Mr. Hursraper. Yes, it is—well, the first part of it is, Mr. McHugh. 
foes on: 


* * or does not conduct his business in accordance with any requirement set 


| then gaoes on. 
- McHucn. The first part of subparagraph 2, then, in substance 
ie Same as what is previously contained in paragraph 16? 


Mr. Hurstaper. And 17 is the maintenance of the sales staff, the 
le and service records. 
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19. Customer complaints: Dealer will receive, investigate, and handle 
complaints received from customers or prospective customers, with a view 
securing and maintaining the good will of the public toward Chevrolet product 

Care of the owner: Section 21. Recognizing the importance of good will of 
owners toward Chevrolet products, dealer will furnish prompt and satisfacto) 
service at reasonable cost to Chevrolet owners. 


I am reading from the Chevrolet contract. You understand it 
the same for all ? 

Mr. McHlueu. Yes. 

Mr. Hlursraper (reading) : 


A. Conditioning of new motor vehicles: Dealer will condition each new moti 
vehicle and chassis before delivery, in accordance with seller’s predelivery 
spection schedule. 

B. Owners service policy: Dealer will execute and deliver to each person wh 
purchases a new Chevrolet motor vehicle or chassis from dealer an owner 
service policy on forms furnished by seller as amended from time to time. Deal 
will promptly perform and fulfill all of the terms and conditions of said policy 
and expressly authorize the seller to charge his account with coupons covering 
inspections on new Chevrolet motor vehicles sold by dealer, and performed | 
other Chevrolet dealers under such owner’s service policy. 

C. Stock of parts: Dealer will carry in stock at all times during the life of 
this agreement an adequate number and assortment of parts and accessories 
to render proper service to owners of Chevrolet motor vehicles and chassis. 

LD. Representation as to parts: Dealer will not sell, offer for sale, or use in the 
repair of Chevrolet motor vehicles and chassis as genuine new Chevrolet repa 
parts, any part or parts which are not in fact genuine new Chevrolet repai 
parts as defined in subsection A-10 of this agreement. 

E. Special tools: Dealer will buy such special tools developed by seller 
seller shall deem necessary for dealer to render proper service to Chevrolet 
owners. Further, dealer authorizes and directs seller to ship or cause to bi 
shipped to dealer in advance of delivery of new models such special tools, th 
eost of which shall not exceed $150, as seller deems essential to service ne 
models properly Dealer will pay for such new model tools promptly on receipt 


t } 


thereof 
F. Mechanical staff: He will employ a sufficient number of mechanics. 
I am not reading verbatim here. 


G. A flat rate system: He agrees to establish that which is likewise for the 
convenience of the customer and himself. 

H. Warranty adjustment: He will replace any defective part or parts as 
comprehended under the warranty section. 

I. Customer relationships: Dealer will make every reasonable effort to satisfy 
owners of Chevrolet motor vehicles and chassis, to satisfy all persons p 
chasing Chevrolet motor vehicles and chassis from the dealer, and will establis 
ular contact either by correspondence or personal interview with such o 


ers and purchasers. 

Then “inspection of facilities,” paragraph J. 

It is suggested that I made a misstatement. If I may go back and 
correct it, Mr. MeHugh. 

Under G and the flat-rate system, for the record here, I was think 
ing in the broad, overall terms of flat rate, but this flat rate is for 
policy warranty and other work performed by dealer for seller's 
account. 

Dealer will install the Chevrolet 
and so forth. Just a correction. Thank you. i 

Mr. McHueu. Mr. Hufstader, do I understand by subparagrap! 
2 of paragraph 25, that the General Motors Corp. may terminati 
dealer under this franchise if he fails to develop the sale of, in this 
ease Chevrolet motor vehicles and chassis, to the satisfaction of the 
seller / Is that correct ? 


Rim 5 


Hike lata 
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Mir. Hursraper. That is right. 


g Vir. McHueu. That is the same provision as contamed In para 
, ! nly 16 ¢ 
~ Mr. Hursraver. That is right. 
\ir. McHueu. Now, the various other sections which you have re 
{ ferred to here and which you have read in detail, they also set fort! 
other spec ific reasons which is \ iolated proy ide a basis tor termination 
oO} he denler, is that correct 4 
Mr. Hursraper. That is correct. 
Vir. McHivuau. Now is it correct from a reading of this, that each 
ot those other sections, which you have referred to here and which 
ive read 
wl \ir. Hursraper. Are you referring to section 2 / 
s Mr. McHiuenun. In subparagraph 2 of 25. The different sections 
“ io 11, 12, 14 to 19 inclusive, and section 21. 
Do L understand from a reading of this that each of those sections 
; qualified here in subparagraph 2 by the language “to the satisfac 
P on of the seller” ? 
oe Mir. Hvrsraper. The contract speaks for itself, Mr. McHugh. 
Mir. Me Hucu. | think we simply want to get clear exactly how the 
( eral Motors Corp. interprets those contracts and what construe 
I has been given to them. 
- Ir. Hlogan. It reads that way. 
: Mr. McHuen. Do L understand from your saying that with ref 
eto any ot these paragl iplis 1’ terrec to here then, that it Is en 
y up to the General Motors Corp., to your satisfaction, to ce 
! ine whether or not the contract has been terminated @ 


( \Ir. Hersraper. That is what it says in the contract. 
Mr. Hogan. That is whether it has been performed. 
Mir. Hursraper. Those thines would be a breach of the contract. 
\Lr. Mi Th Gil. | understand they would be a breach of the contract 
ms | it would be up to the General Motors Corp. to determine, since 


uses the languas Ki | 


guage “satisfaction of the seller.” to determine whether 
ot that provision has hee 1) breach al. 


Mir. Hursraper. That is right. 

Mr. McHuen. Will you tell us during the period of time, the so- 
“1, the l-year franchise term has been in effect, how many times 
) e General Motors Corp. has seen fit to terminate under section 25? 

Mr. Hogan. IT wonder if you would change that, Mr. McHugh. 

Phe 1-year term went in in 1944. We didn’t know that question was 

i] roing to come up. We don’t have records. 

Mr. McHuen. Could you tell us how many times within the past 
k - Ve i's 4 
fi. Mr. Hogan. I think that we have that record. Did we furnish 
er’s you with it 


Mr. McHvuen. No. I don’t have it. 
Mr. Hogan. We don’t have it. We could vet it for you. 
Mr. McHuen. All right. So far as I know that has never bee 
. ibmitted. 
\ Mr. Hogan. Not that way. No, not that way. 
Mr. McHwen. I am wondering if you have any idea at all within 
he past 2 years how many times you may have terminated for cause 


Ul nder section Q5¢ 


1 
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Mr. Hurstaper. I would not be able to estimate that. We will sub- 
mit that information. 

For cause, yousay? Idoubt it. I doubt it. 

Mr. McHuen. Have you terminated at all? 

Mr. Hursraper. Not under that particular clause. 

Mr. McHucu. That is what I mean, under section 25. 

Mr. Hursraper. I have my doubts. We will double check it. 

Senator O’Manoney. All of section 25? 

Mr. McHiven. All of section 25, and all of the other paragraphs 
which have been referred to. 

Mr. Hursraprer. Wait a minute. 

Mr. McHveu. Incorporated by reference. 

Mr. Hursraper. No, no. There have been—— 

Mr. McHucn. Subparagraph 2. 

Mr. Hurstraper. All of section 25—— 

Mr. Hocan. Subparagraph 2. That is what I understand your 
question to be. 

Mr. Hvrstraper. I thought Senator O'Mahoney said all of section 25, 

Senator O’Manoney. That was in the nature of an inquiry that | 
wanted to determine what the understanding was between the two 
of you. 

Mr. McHven. The other paragraphs or provisions of 25, which in- 
volve termination for death and certain other reasons, we were not 
concerned with those. Subparagraph 2 is the one Mr. Hogan, I 
believe, al swered. 

Senator O°’Manoney. Let us get this straight now. Mr. Hufstader 
and Mr. Hogan agree to submit certain information with respect to 
cancellations. 

Mr. McHven. Within the past 2 years. 

Senator O’Manonry. What is this information ? 

Mr. McHvueu. The information—the instances where the corpora- 
tion has terminated for cause under subparagraph 2, paragraph 25. 

Mr. Hocan. 25-B¢ 

Mr. McHuen. 25-B, subparagraph 2. 

Mr. Hurstraper. 25—B, subparagraph 2. 

Senator O’Maunoney. In as much as one of these causes for 
termination—— 

Mr. Hursraper. In the past 2 years, Senator. 

Senator O’Manoney. I understand that. 

Mr. Hursraper. I made the statement I don’t believe we have 
made any cancellations under that clause. 

Senator O’Manoney. I understand. 

Well, I want the record to be perfectly clear so there will be nobody 
misunderstanding about what the question is. 

Mr. Hursraper. We do, too. 

Senator O’Manonery. As to what is to be supplied. 

Mr. Hurstaper. We will make that analysis. 

Senator O’Manoney. Then I wanted to make this further observa- 
tion: I think it is important to know how many times cancellations 
or terminations have been ordered because of death. And the reason 
for that is that, at least, in the State of Wisconsin, the State law, as 
[ am advised, does not recognize termination by death as a reasonable 
cause for termination. 


es 
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ub- In other words, the Legislature of the State of Wisconsin, in 
g upon this oma came to the conclusion that there was a 
valuable estate asset which the survivors of the decedent were en- 
ed to inherit. There was a case which is in the record. 
Mr. - FsTADER. Do you refer to that recent one, Senator? 
Senator O’Manoney. Yes,I do. 
Mr. ak I don’t understand the case holds that, Senator. 
Senator ae I am speaking from, let me say to you, the 
pas port of the case as it appeared in Automotive News. 
Mr. ay in. My understanding- 
fr. Hursraper. If you are leading up to asking me if the lawyers 
n’t agree, don’t ask me as a layman. 
Senator O’Manoney. I am not asking you for a legal answer, sir. 
just want to know how many times there has been a cancellation 








ith. I understand that there would be— 

our Mr. Hogan. Let me clear 4 one thing on the Wisconsin case. 
\fter the Chrysler dealer died, or the Ford dealer died —— 

25. Senat tor O "Manoney. The F sed dealer: 

it Mr. Hogan. Ford dealer died, Ford indicated they were going to 
WO ce the dealership. The widow, or her attorneys, filed a complaint 
' the State, objecting to their right. There was no hearing on 
in t. An immediate appeal was made on the question of constitu- 
not lity as to whether this board had the right even to consider the 
» 4 tion. The Supreme Court, the first time said it did not, the 


w was unconstitutional. 
der Senator O’Manoney. Then it went to the court ultimately in the 
, to I —S demurrer. 
. Hocan. Then the second time it was reargued the Supreme 
rt reversed it 4 to 3. 

Now it is back on the grounds that this board has jurisdiction to 
ear the petition. That is all that has been decided to date. 

Senator O’Manonery. That is not the point that I am raising at all. 
[ am not raising the legal question here. This is a matter of some 
oncern. It is of concern to the families of dealers. I am indicating 
0 opinion of my own about it. I just want to find out what the 
record shows with respect to the number of cancellations for death, 
what ought to be done about it. I don’t pretend to say—— 

Mr. Hocan. We can furnish you that list. 

Senator O’Manoney. Thank you. 
ave All right, Mr. McHugh. 

Mr. McHven. Is it the policy of the corporation, Mr. Hufstader, 
not to terminate for reason of the fact that the dealer has failed to 


y 
NM 


dy levelop a sales market to the satisfaction of the seller for the reason 
that the contract only runs 1 year? 
And if you decided that the dealer was not complying with th: ut 
provision, you would then elect not to renew the 1-year franchise? 
Mr. Hurstaper. That is right. 
va- Mr. McHuen. So that would be the real reason it would not be 
Ons ecessary to terminate under this provision of the contract ? 
son Mr. Hursraper. Not completely. You could have certain situ- 
. itions that might arise. Yes, the time of the year might enter into it, 
Ji 


th ngs like that. 


Mr. Currice. It is not of any consequence now with the 5-year 
agreement, if accepted ? 
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Mr. Hursraper. That is right. 

Mr. McI{uen. I think that is very important, Mr. Curtice, and | 
think that is what this committee was very interested in learning now 
with the new 5-year franchise being put into effect, just what the att 
tude of the General Motors Corp. is going to be with reference to 
termination, 

For that reason I think it is important that we understand wl 
the reasons are provided for in the contract for termination and | 
to get some expression of opinion as to what the attitude of the cor 
poration would be with reference to any of these terminations. 

Mr. Hocan. I have a question on that. That isn’t very helpful 
us. Here is a clause that is drawn. It is not ambiguous. It is ve 
clear. You want to know if it means what it says. The answei 
yes. It does mean what it says. 

Mr. McHwueu. I think you have also testified 

Mr. Hocan. The next question, if we proceed under that and thi 
dealer thinks we are wrong, and he thinks that he has developed it to 
our satisfaction, A any reasonable grounds or the like, he will go t 
court before an impartial tribunal with a jury to decide whether wi 
were right or whether we were wrong. 

Mr. McHvuen. That, I think, is very important. 

Do I understand from what you are saying now, Mr. Hogan, that 
you state in the event that a dealer has been terminated for reason of 
the fact that he did not de velop the sales area to the satisfaction of 
the Ge neral Motors Corp., and he brings suit on his franchise, are you 

ating now that this raises a question of fact for the jury to decide’ 

Mr. Hogan. I am stating that he will go to court and the court wil 
decide that quest ion as to whether we had the right to cancel. And | 
um stating nothing new, Mr. McHugh. 

Mr. McHucu. We have had testimon \ here by a professor of las 
from the University of Indiana, who states that almost universally 
when dealers sue under the franchise for reasons of termination su 
as this, generally the courts dismiss such actions upon the motion fo1 
summary judgment by the manufacturer. 

If I understand that correctly, - Is saying in substance that by 
signing this agreement, the dealer has acknowledged that the right 
to decide whether or not he should be terminated is with the man 
facturer and the courts have so held. 





Will you tell us, if a dealer brings suit for reason of the fact that he 
was “acy ited because he didn’t develop the sales potenti al to you 
satisfaction, that you would not test this issue by a motion for a sum 
mary alii nt but would permit it to be dee ided as a matter of law i 
by a jury? 


Mr. Hogan. IT will do whatever I think is in the best interests of m) 
client at the time the issue arises. 

Mr. McHueu. Well, can you state for us now what your position 
would be with reference to sueh—— 

Mr. Hocan. I will not state now what I will do 4 or 5 years fron 
how. 

Mr. Mcliven. You understand, Mr. Hogan, we are in this position 
because of the fact that you have stated that the General Motors Corp i 
has not seen fit to pith ite under this provision because you hi: da ‘ 
l-vear franchise, and the public and the dealers gener: ally are at a 
loss to know what attitude now the General Motors C orp. would take 
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th reference to a termination for the reason most of the dea 

thev are not being renewed, which is they have not developed the 

torv to the satisfaction of the seller. 

NOV _ your agreement clearly specifies you have the right to termi- 
for that reason. We want to know whether the question of 
ier or not he has developed the territory to the satisfaction of a 

le s a matter which can be litigated in court. Does he have a 
to be heard on the merits of that issue ? 

Mr. Hocan. I said, as before, when the issue comes up, we will do 

t we can to defend General Motors Corp., and we will raise any 

it that particular time. 

Mr. McHueu. Will you raise the issue that if he so charges he has 

tated a cause of action by reason of the fact that in signing the 
vreement the court has no authority to pass upon that issue / 
Mir. Hogan. I will raise, Mr. MeTIugh, any defense that I think that 


1 
{ 


ye \ir. McHven. Do you think that is a defense ? 
Senator O"Manonry. May I intervene here, Mr. McHugh ? 
| understand the purpose of Mr. McHugh’s questions, and I think 
purpose ought to be laid clear here on the table. 
| ssue now raised by these questions is whether or not the 5- 
( o agreement or franchise or contract, whatever you wish to 


h Mr. Curtice advised General Motors dealers would come 
ely into effect, Was an illusory promise orn real promise. 


\ir. Curtice. It was a real one. 
a si rv O’Manonrey. What? 
we Mr. Currice. It was a real one; there was nothing illusory about it. 
. S tor O’Manoney. All right. 

Well now, I will tell you why that question arises, and I am sure 
. | want to make it clear. 
a \MIr. Curricr. We are still going to be very much interested in— 
M ~ tor O’Manoney. Won't you let me state the issue to you? 
Mr. Curtice. The penetration of the market, you see. 
Senator O’Manoney. Of course. 

Mr. Curtice. Certainly. 

Senator O’Mauoney. I do not doubt that. 
Mr. Curtice. That is right. This is not a blanket proposition 
. “he 

der which ; 

Senator O’Manoney. I can understand that. 

Mr. Currice. A dealer can go to sleep and stay asleep for 5 years. 
oul Senator O’Manonry. And | want the record here—of course, you 
Mt lo not want them to stay asleep, naturally. You want to sell cars and 


them today. 
Mr. Curtrice. Why, of course. He can only make money if he 


r} 1] 
bily ~~ Scars 


Senator O’Manonry. But this is the point: Under the l-year fran- 
se you did not have to cancel. All you had to do was to say, “We 
ire not going to renew,” and the dealer was out of luck. He had no 


O1 use to go into court. 

Mr. Currice. Well, isn’t it interesting now—— 

10 Senator O’Manoney. Let us not divert the issue, Mr. Curtice, 
1") piease, 


Mr. Curtice. There are very few—— 
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Senator O’Manonry. Please let the chairman state the issue. 

Mr. Curticr. All right 

Senator O’Manonry. Under the 1-year termination procedure, whe: 
you could notify the dealer that his franchise would not be renewed, 
you had no basis on which to go into court. 

Now, what Mr. McHugh wants to determine is whether or not un- 
der the 5-year contract he can test a termination in the middle of the 
term. You did not have to make a termination in the middle of th 
term before, but whether he can test a termination in the middle of 
the term for failure to penetrate the market, in the courts. 

Now, Mr. Hogan, that is the question which is directed to you, 
that is a question which, I think, you can answer because, as genera 
counsel, you must have given consideration to what legal steps could 
be taken under your advice to terminate for cause these 5-year fra 
chises. 

Now, won't you please answer Mr. McHugh’s question ? 

Mr. Hogan. I will answer it this way, Senator, which, I think, is 
all that can be expected of me: 'That whenever an issue comes up, wi 
will raise what defenses we think are proper. 

Now, what the defenses that we raise at that particular time will 
be, I do not know, 

Senator O’Manonery. Well, all you are saying now is, “I am gen- 
eral counsel of General Motors, and you dealers to whom Mr. Curtice 
sent that wire the other day, you wait until what develops, and then 
you will find out what our move will be.” 

Mr. Hogan. What we did with the wire, as I understand it, was te 
extend the term of this for 5 years instead of 1 year. 

Senator O’Manoney. That is right. 

Mr. Hocan. Now, you raised the question 

Senator O’Manonery. You have a new way of terminating it. You 
did not have to cancel before in the middle of the term because you 
only had to wait a few months and say, “You are out,” and the dealer 
was out; he had no suit. 

Now, what Mr. McHugh wants to determine is whether, in your 
judgment, he has a real suit now or whether you will file a ‘pleading 
before the court in such a case that would attempt to knock out the 
dealer’s suit. 

Mr. Hoean. Under the law as it stands now, I could do that. 

Senator O’Mauonry. Under the law as it stands now, you could 
do that? 

Mr. Hocan. We have two more cases in litigation. We do not 
know what the result of that will be. 

Senator O’Manoney. All right. That answers the question, I 
think, and answers it pretty definitely, that under the present law, 
the 5-year agreement can be terminated for cause under the terms set 
forth here, for these causes 

Mr. Hoean. And the reason 

Senator O’Manonery (continuing). Failure to meet the factory’s 
desire to sell enough cars. 

Mr. Hocan. And the reason for that is the lack of mutuality in the 
contract in that the dealer has no obligation to perform. 

Senator O’Manoney. I see. Well, of course, he also pleads lack 
of mutuality. 
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Mr. Hogan. Well, then, if two plead it, you get back to the same 


Senator O’Manoney. Well, of course, I can say to you that I have 
1 doubt in the world that ee if it were so minded, could 
w which would give the dealer the protection he seeks, and 
Ly possibi lity of illusion. ’ 
Mr. He GAN. I doubt if you can have special legislation for someone 
where there is not a corresponding obligation or liabi lity. 
Senator O’Mauoney. Well, 1 think—we will not dé ‘bate that here 


that comes when the time for the committee to act on legis- 


ed. Mr. McHugh. 

Mr. McHuen. Mr. Hogan, may I ask you if the law is as you have 
ted, what recourse does a cle: ler now have if he should be termi- 
d for reason of the fact that he has not developed the sales terri- 
to the satisfaction of General Motors 

Hocan. Well, let me say this: That there have been quite a 

ts brought, as you know, In courts. In some of them the dealers 

won. and some the manufacturers have won. So from that stand- 
there seems to be conflict as to the law. 

It depends upon the way the dealer pleads the case. 

Mr. McHvuen. The dealer would still have the right, would he, if 
terminated under section 25, to avail himself of the dealer review 

rd proceeding in General Motors Corp. ? 

Mr. Hogan. Oh, yes. 

Mr. Curtice. Oh, yes. And for the year of 1955 we have heard 7 
cases, as I told you, out of 17,000 de alers, and a very small number 
of nonrenewals. 

Mr. McHueu. That is seven cases- 

Mr. Currice. Forty-three nonrenewals; am I correct in that? I 
think so. 

Mr. Hocan. You really have to go back on the figure to the 
been ning. 

Mr. Curtice. Yes. But down here—about 43 nonrenewals of whom 
a certain number appealed to the appeals board. 

Mr. McHueu. That is seven cases, Mr. Curtice 

Mr. Curtrice. Seven cases which 

Mr. McHuen. Which the board heard ? 

Mr. Curtice. That is right. 

Mr. McHvuen. Will you tell us how the cases were decided? Were 
they in favor of the dealers? 

Mr. Curtice. They were decided in favor of the divisions. 

Mr. McHvueu. Ali of them? 

Mr. Curtice. All of them. 

Mr. McHvueu. In connection, Mr. Curtice—maybe you could an- 
swer this better—with the wires that were sent yeste rday, aren’t there 
a number of your present dealers who are now on probation; that is, 
dealers who have received a letter s saying that they will be terminated, 
I believe, June 1, unless their sales per formance improves ? 

Mr. Currice. I understand there are some who had provisional let- 
ters indicating that the »y would not have renewal next October 31, 19: 56, 


unless they did certain things. Those are all brushed aside | by this 
wire. 
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Mr. McHiucu. As I understand it, there are some letters sent to 
ome dealers in which they are given until June 1 of next year t 
mprove 

Mir. Currice. Those are all wiped out. 

Mir. Melivenu. This wire was sent to all dealers? 

Mr. Currice. They have the 5-year agreement if they elect to accept 
t: a wide brush. 

Mr. Chairman, on the point of “illusory,” I just hope you heard 
ny answers to the questions that Mr, McHugh asked. 

Senator O°Manonry. I was just reading a telegram I received 
from » Governor of Arkansas. so I did not hear it. 

\Ir. CURTICE. ; would like to relate there were 
ite r OMA ONEY. Please do. 

Me CURTICE. 7 here were some lette rs in the hands of certain dealer 


t 


facilities, their facilities were inadequate, and they were notifi 
at they should bring them up bo the dakar acreed upon by June 1, 
There were some other letters indicating that from a performanc 
standpoint, a penetration of the market, if they did not function clos 


to an average dealer by October 31 of 1956, they might be subject 
] 


nonrenewal. 


i 


ll of those were brushed aside in this with this telegram: i 
ther words, they are nonexistent today. ‘Those same dealers receiv 

» telegram that all other dealers received. 

gr te eo aiciaeas, And those warnings, those letters, which w« 
previously sent out, which previously had been sent out, for these 

1 » hi ive been withdrawn and destroyed ? 

i, Currice. They will be. 

Senator ( AY | \HONEY. Good. 

Mr. Curricr. They would not have gotten a —— otherwi 
vou see. The tel oram went t to them. : rotpaetige toe wane 
~ Senator O"Martonry. I congratulate you, sir. 

Mr. Currice. So the offer has been made, because I did not like that 
usory a7 statement, vou see. 

Senator O’Manonry. Well, I did not like to use it, Mr. Cutrtice, 
but we cannot get the facts unless we really ask Seisia atint 

Mr. Curricr. We are here to give you all the facts, but straight- 
forward questioning will disclose the facts. 

Senator O’Manonry. Would you regard these failures to comply ’ 
which were the subject of your letter, and which are now destroyed | by 
reason of your te ‘legram of the other d: ay, would those be causes for 
the termination of the 5-year contract ? 

Mr. Currice. Continuing nonperformance would certainly under 
the contract be a justification. 

Senator O’Manonry. Yes; and that means continuing nonperform- 
ance in the satisfactory penetration of the market ? 

Mr. Curtis. That is correct; that is right. 

Senator O’Manonry. That will continue under the 5-year contract? 

Mr. Curtice. That cause. 

Senator O’Manoney. As a cause of termination ? 

Mr. Curtice. Yes, sit 

Senator O’Manoney. That is what I wanted to make clear. 

Mr. Currice. It is my hope that those dealers will take a new Jease 
on life and really get back into the automobile business. 
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Senator O'MAHONEY. I am sure many of those dealers, and many to 
QO such letter has been sent in the past complaini Oo about 


ul 


-to penetrate the market, are in hopes that the conditions whic! 
lling the whole automotive industry—not General Motors 
ne, but Ford and Chrysler, as well—to push for sales of automobiles 

the dealers feel cannot be soundly financed in the areas in which 


operate, that is, the basic cause of all this complaint from dealers 


ompe 


he taken care of. 
a ? 


Vir. Currice. Well, I think we will be able to tell you a good story 


e finanel oO when we get To it. 
Senator O’Manoney. Well, I will be looking forward to that story, 


Mr. Curtice. I think you will enjoy it very much. 

Senator O’Manoney, | have a great capacity for enjoyment, sir. 

Vin. ¢ rerice. Good. 

Q tor O’Manoney. Mr. McHugh, will you proceed. 

Courtice. That is what I intended to say when you asked me not 
upt you; how am | folne to enjoy the hearing here if I don’t 


: ‘ ] : 
opportunity to say something 4 


tor O’ManHoney. Well, you have enjoyed it all right. [Laugh 


jf 


Vir. Ccrtice. That makes two of us. 

Q, tor OManonery. Go ahead, Mr. McHugh. 

\ir. McHiven. Mr. Hufstader, at the beginning of each new ea 
ere some determination made that each make of car should 

| car market ? 


¢ 
) 


n percentage of the tot: 
Mr. Hursraper. No, sir. 
| McltucnH. Is that problem discussed or considered at top com- 
level ¢ 
\ir. Hursraper. Percentage ? 
Mr. McHvueu. Of the total car market which each of your partic 
kes of cars will be expected to carry. 
Mr. Hursraper. Mr. Curtice went into the whole thing very thor- 
ly. Mr. McHugh. 
Mr. McHuen. It wonder if you would explain for us 
Mr. Hursraper. Well, if Ican. To arbitrarily say that each divi- 
should get such-and-such a percentage, that is not set up. The 
erall market is appraised and discussed, what is estimated will be 
nd of the market, based on population, income, all those factors. 
One question that has been brought out repeatedly here is whether 
or not the product is eoing to have the public acceptance that we all 
ve that it willhave. So that it would be naive to arbitrarily clench 
st and say you shall get so and-so and such-and such. 
There are a great many factors, Mr. McHugh, that go into the 
praisal of a market. 
Mr. McHuen. I understand from this, then, Mr. Hufstader, that 
you don’t set sales quotas for the different zones or for the individual 


dealers ? 


) 
A 


Mr. Hursraper. Now, that is an entirely different subject that you 
areon now. Yes. I believe certain of the divisions may or may not, 
dependent upon how they may function. That is entirely within the 
qalvVision — 

Mr. McHuen. Are you saying that some of the— 
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Mr. Hursraper. A division may set a monthly sales quota; is that 
what is in the back of your mind? 

Mr. McHueu. Yes; monthly or on any other basis. 

Mr. Hursraper. Yes. 

A division may say, “This month we are setting out to sell a certain 
number of automobiles, set up a sales quota.” They might have an 
area in which they would have a contest and set up a certain objective, 

You know, the average human being works a lot better when he 
knows what he is working for. 

Mr. McHueu. Would that sales quota be allocated among the dif- 
ferent zones of that car division ? 

Mr. Hursraper. Well, if a quota is set up—yes; quotas are broken 
down by zones, and again by the individual dealers. But now you 
are using another word, “allocation.” Just what do you mean by that! 

Mr. McHucn. Well, for your own purposes, if you say a quota has 
been fixed, a certain percentage of that 

Mr. Hursraper. A sales quota ? 

Mr. McHveun. A sales quota. 

Mr. Hoursraper. A sales quota, right. Sure, you would have to 
break it down by zones and dealers. 

Mr. McHucu. So, in turn, that quota then would be handed on down 
to the individual dealers ? 

Mr. Hursraper. Surely. 

Mr. Currice. It is a sales objective; it is something to work for. 

Mr. McHvuen. Can you tell us whether that is done in the case of 
all your car makes or just some ? 

Mr. Hursraper. Some may and some may not; it is entirely a matter 
for their own determination. 

Mr. McHuen. Would that be a matter which the distribution staff 
would consider first before the decision is made to do that ? 

Mr. Hursraper. No; we wouldn’t have anything to do with that. 

Mr. McHvuen. Do you know, Mr. Hufstader, whether or not there 
are any addenda to the franchise which refer to the number of cars 
which the dealer is going to sell, or is planning to sell ? 

Mr. Hursraper. Any addenda to the franchise? Not that I know 
of. The contract speaks for itself. 

Mr. McHwven. I have here, Mr. Hufstader, a document called Gen- 
eral Motors dealers capital standard program, minimum capital stand- 
ard agreement with Yager Pontiac, Inc., 470 Central Avenue, Albany. 

This contains a statement: “Planning potential.” And then under- 
neath that it says : “Pontiac planning potential, 567.” 

May we have this made a part of the record? I would like to have 
Mr. Hufstader examine that and tell us just what it is. 

Senator O’Manonry. This exhibit entitled “General Motors Dealers 
Capital Standard Program, Minimum Capital Standard Agreement 
with Yager Pontiac, Inc., Zone NY 2,” dated the 1st day of November 
1955, is hereby made a part of the record. 

(The document referred to is as follows :) 
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oot O45 GENERAL MOTORS 
DEALERS CAPITAL STANDARD PROGRAM 


in MINIMUM CAPITAL STANDARD AGREEMENT 
WITH 


ve, a Yager Pontiac, Inc, 


DEALER LLL 


= Se eee 


TREET ADDRESS 470 Central Avenue 











; Albany Sn eels 
Fe MA cenit anialeialeagronocmeeha aeioeaianniaiaaniiial state _N2w Yor 


195 PLANNING POTENTIAL 


eli Pontiac Planning Potential ; ( 567 ) 
0] Other Cars and Trucks*..... sede | ) 
Total Planning Potential sainceae 387 ) Units per Year 


Dealer's Basis for Estimating 195 Planning Potential: 


=m 
Financial Statements............ ‘ Lx 
f ] 


Ten-day Reports. ; ésknaea6666cs: Caemeienen 
Community Registrations. . pon an 06 Gap ial 


to 


ee ee 








mn (Dealer should file this Supplemental Agreement with his current Selling Agreement) 





PPLEMENTAL AGREEMENT by and between the undersigned Dealer, hereinofter call ‘the Dealer” and Pont Motor 




































General Motors Corporaticn, hereuw lementing current Pontiac Se g Agreement in effect betucen the 
arties 
WITNESSETH: 
of WHERIAS, the parties desire to interpret and define the precise application to the Dealer's business of the provisions and requirements 
5 t Pontiac S ‘Z eement with regard to the Dealer's capital requirements e he ir ef 
tion ¢ h, a vings, Pontiac heretofore offered and en‘red into euch § g Acree th 
THEREFORE, inc c premisce it is agreed by and between the parties as { vs 
er MINIMUM CAPITAL REQUIR S—The minimum amounts of Owned Net Working Capital required for the proper operation 
t dealership is $ 220 —, and that until such time as the actual Owned Net Working Capital equals or exce 
a t ina of Net Profits (after Income Taxes applicable to the business) are to be retained in the dealership businert and thac 
iff ter e Owned Net Working Capital will be mnintsined et such amount as the minimum, provided, nevertheless, that the shove 
- wned Net Workinz Capital must in sny event be attained or supplied by Dealer on or before arch. 21,— 19.43%, 
tained 
s failure to comply with this requirement constitutes a ground for termination of the current Pontiac Selling Agree 
thereof entitled “Termina or Cause.” 
¢ event that the date specified is beyond the term or beyond the date of termination of the Pontiac Selling Agreement pure 
Te nm thereof, such fact is not intended to and shell not cc ¢ ® commitment on the part of Pontiac t tinue the current 6 
g agreement in effect or to offer dealer a new selling agreement for any period beyond the date of termination there 
ra co ' 
7 S OF DEALER CAPITAL STANDARD AGREEMENT—The above minimum Capital Requirement may be revired 
nutual agreement as follows: 
e { the ect Dealer in the event that changes in his operations so justify, provided, however, that much of 
yw $3 have been in existence and effect for a period of at least six months subsequent to the execution of a previous © 1p 
y rd Agreement between the parties hereto 
B M request of Pontiac Motor Division whenever a basic change is made in the subject Dealer's Planning Potential and 
nges in the subject Dealer's operation so justify 
l- SS WHEREOFP, the parties have executed thig supplemental agreement to the aforesaid Pontiac Selling Agreement 
} vr or 4 os . 
: +. day of 80% eee 19 22 a. 
a- x 
7 
4 
Vv APPROVED: PONTIAC MOTOR DIVISION 7 am ———————————— 
* ihe a * —_—_ = (Peteen naredf{a Par. Thint of 
r General Motors Corporation Felling Agrortacat and Tithe) 
€ 
f g 
. Firm FD , ok 
= agement WV, ©, XY tawwnrer a a a — 
78 * = Sales Lager (President or Officer, if a Corporation and 
VE Gneral Sales — / diffecent from above) 
if 
/ V/A 
f A_ A 
ae nonglenee <4 
+ 4 ‘ 
ni ‘rege annual sales d g the Inst three calendar yeare is to be used.) 


Senator O’Manoney. Please hand it to the witness. 

Mr. Hursraper. What is your question, Mr. McHugh? 

Mr. McHucu. Will you tell us just what is referred tothere? What 
is meant by the planning potential that is set forth there? 

Mr. Hurstaper. The asiies potential is incidentally used by, I 
believe, four of the divisions—I don’t think Buick uses it—but at any 
rate, it is what we look upon as a long-term, as the name implies, 
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planning potential of this particular market, or any other market, ag 
far as that is concerned. 


And, it goes back into—is it 8,000-car market in total, or 10,000? 
Iu t what it IS, based on past expe rie nee, registrations, and SO f¢ rt 
It is in no sense what you may think it is, a quota, or anything of that 
haracter. It is merely a guideline to discuss with the dealer what 

‘onsidered to * a re aaa over-the-business cycle potential 

Territory. 

And the reason it is used in here. Mr. McHugh, there has been 

effort to work with the dealer, so that there will be an understanding 


with them as to the capital requirements, and that they maintain 
the bu iIness a reason ab le capital. 

And, one way of getting at that is to determine the capital in rel 
tion to the business, and being the automobile business, that is tied 
right in with cars. 

Mr. MclIfven. Mr. Hufstader, before discussing that capital-re 
juirement feature, do I understand what you are saying is that t! 

eure as set forth there is not intended to represent his quota of car: 
or anything, for that year? 

Mr. Hursraper. Not at all. It is merely a vehicle by which it 
acussed with him on a long-term basis over a business cycle. 
Incidentally, since you mentioned Mr. Yager, I would like to r 
to you our statement with regard to him. 

Mr. McHwven. May I ask you just one more question with referen 
to this. before you do? 

The addendum which is referred to there also sets forth the mini- 
mum capital requirements. That specified a dollar amount; does it? 

Mr. Hurstaper. Yes; it sets up here the minimum amounts of 
owned net-worth capital. It speaks for itself. 

Mr. McHwven. Is that revised from year to year? 

Mr. Hursraprr. Yes 

If the market expan ds rapidly beyond what has been originalls 
set up, it is reviewed with the dealer. It is more a basis of discussion 
and understanding with him, and I wouldn't have you, in any sense, 
read into the record any implication that this is “thou shalt” busines 

It is worked up with him so that it is sort of a guideline, as I sai 
before. 

Mr. McHuen. In the event he withdraws any of his capital, below 
the minimum requirement there, would that then constitute a basis 
for terminating him ? 

Mr. Hursraper. No, sir; not in any sense of the word. Legally it 
might, but there would be considerable discussion with that man, be 
he Mr. Yager or be he anyone. 

If you operate a retail business or any other business, you have to 
have a certain amount of capital. Now, if you are going to withdraw 
capital to the point where you weaken that business, Mr. MrHugh 
then the mutuality of interest becomes rather sensitive. And so, some- 
times a dealer might get into a situation, an outside situation, and the 
first thing we know, the capital is withdrawn, and it is so weak that he 
cannot function. 

Mr. McHuen. You are telling us, Mr. Hufstader, what the com- 
pany does as a practical matter, what its policy is? 

Mr. Ifursraper. That is right; as a good business matter; yes, sir. 


eee 
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\ir. McHueu. But under the terms of the franchise, isn’t it true 
do have the right to terminate if his capital requirements 

» below the minimum whic h you have set forth / 

\[r. i rstaDER. Well, if you want to be legally immaculate; yes. 

[ would like to read this statement. 

enator O’Manoney. Mr. Hufstader, I think that is too good 

to spring at this late hour tonight. 
I _ COORTICE. It would be a very eood Wi Ly ot closin oe the meeting. 


Senator O'Mauoney. It would be: 2 good opening tomorrow. 
Mr. Hursraper. I have shown you my hole « — 
Senator O’Manoney. Well, I woul | be very glad to look at it at 


moment. But you will observe that the other aml rs of the 
mumnittee who have been around have already gone to their offices to 
end to their personal correspendence. I hope t that they will be 
sent tomorrow, and I know that the press will be here. 
| am sure there will be another good story on this question of the 
tomobile industry and the rel: ationships with the dealers. 
[he committee stands in recess until 10 o’clock tomor row morning, 
Whereupon, at 5:05 p. m., the subcommittee recessed, to recon- 
neat lO a.m., Thursday, December On 1955.) 
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THURSDAY, DECEMBER 8, 1955 


Unttrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, PD: C’. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
424, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present: Senator O’Mahoney. 

Also present: Joseph W. Burns, chief counsel; Donald P. McHugh, 
assistant counsel; and Paul H. Banner, economic consultant. 

Senator O’Manoney. At the close of last night, I had selected, 
from a group of telegrams that came in, 3 or 4 that I thought might 
be of interest to the press as well as for the record. 

I am going to put them in the record this morning, but I am only 
going to read one of them because it comes from the Governor of the 
State of Arkansas: 


I am thoroughly familiar with the problems and unrest and uncertainty and 
the outright fear of failure which prevails among the dealers of my State. For 

s reason I was glad to sign into law a dealer manufacturing licensing law 
issed by our 1955 legislature hoping that such legislation would not only protect 
the buying public but would relieve the retail automobile dealer in some small 
easure. I have followed with great interest your committee hearings. May I 
personally congratulate and commend you on your impartial attitude. Please 
on’'t stop now. It is indeed an acute problem. 

OrvaL E. Favusus, 
Governor. 
LITTLE Rock, ARK. 
(The other telegrams are as follows :) 


I join the Automobile Dealers of Oklahoma in urging you to pursue your 
investigation of General Motors’ relationship with their dealers to the end 
tl basis may be established for legislation compelling fair and equitable 
dealers’ contracts. 

Rosert S. Kerr, 
United States Sentaor. 
OKLAHOMA City, OKLA. 


The automobile dealers of Wyoming are extremely proud of the fair way you 
ire conducting the hearings and we are 100 percent behind you. Thanks for 
everything. 

CLINT Core, 
President, Wyoming Automobile Dealers Association, 
CHEYENNE, Wyo. 





Curtice action on selling agreements commendable but contractural terms 
remain deplorable. We urge that the committee be not misled by one confession 
when there are a multitude of contractual provisions that should be corrected. 

Respectfully, 
SoutH DaxotTa Auto DEALERS ASSOCIATION, 


. D. B. Broperick, Manager. 
Sioux Farts, S. Dax. 
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S e ( Buick dealers in Connecticut think that your committee shi 
nov a rtain dealers were asked on Saturday by their Buick factory rey 
entative to send congratulatory wires to Harlow Curtice and, if they saw 
vire your committee that they were perfectly happy with their factory-de: 
elationshiy These newly appointed Buick dealers felt that they could 
fuse this request since it was presented as a way of gaining favor wit} 
CONNECTICUT AUTOMOTIVE TRADES ASSOCIATION, ING. 
Cart R. LANE, Evrecutive Vice President; Hurtford, Conn. 
! rs of our association wish to express their appreciation to you 
he interest you ure displaying in behalf of their problems as small-business men 


NortTit CAROLINA AUTOMOBILE DEALERS ASSOCIATII 
CHARLES G. CONN., Jr., President, 
Raleigh, N. 0 
Senator O’Marnonry. I have some more congressional telegrams 
mad i umerable telegrams from automobile associations all over the 
["nited States. I think it would be best, Mr. Burns, to have these 


‘codified by the staff and we will make a general release of them later on, 
Now, I understood last night that you had arranged with Mr. 

fogan with res} ct to some statements that were to be furnished wit 

espect to the de oe rs who had testified here. That is the prograi 

this morning. Will it be necessary to read them all, or will we hay 

some of them put in the record and some of them read, or what is 
e plan? . 


Mr. Burns. We will have to make a decision as to which is the 
proper procedure. We are running short of time and we must finish 
tomorrow evening. 

I have told Mr. Hogan that some of the witnesses—— 

Senator O’Manoney. Or Saturday morning. 

Mr. Burns. Well, I hope it is Friday evening. 

But I told Mr. Hogan that we would have to skip some of the wit- 
nesses whom we had asked him to bring here, unless we take pari 
of them on Friday ocala and they have submitted to us a 78-pag 
statement with respect to replacement parts, and I assume that they 
want to discuss a oreat deal of that orally. 

Part of it appears to be documentary, which can be placed in the 
re ‘cord, aye we have so much to do where oral questioning is useful at 

he public hearing, that we must try to find a means which will make 
the record as com] slete as the committee staff and the General Motors 
Corp. want it to “ and yet proceed with the oral questioning. 


I would suggest if it is agreeable that they read 1 or 2, or the ones 
that they feel are essential to be read orally and then the rest can be put 
into the saneatt at that time, as if read and distributed to the press. 


so that they will be just as much a part of the record. 

We do not plat 1 to ask any ’ questions with respect to them, not that 
we might not want to but we don’t have the time. It is up to the 
chairman and up to Mr. Hogan as to how we can best use the last 2 
davs of the hearing. 

Senator O’Manionry. What is your desire, Mr. Hogan? 

Mr. Hocan. I think, Senator, that various witnesses appeared here 
and testified against us, and they had the opportunity to get the public 
dissemination of their views. I think we ought to have the rig! 


to orally present a rebuttal to that. 
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Phe fact that time is running out does not seem to me to be much 
point. ‘There was ample time to present these other views, and 
ink. in fairness to us, that we should have ample time to rebut it. 

Senator O’Manonry. As a matter of fact, we shut down on the 

dealers’ testimony. The last day I took five of them at one time. 

Mr. Hocan. I still think that we ought to have the right, as a matter 
of fairness, if nothing else, to make an oral presentation of rebuttal 

f anything that is s: Lid by the dealers. 

Senator O’Manonry. I am not disposed to deny you that right at 
but I merely wish to call your attention to the fact that the pro- 
sal made by Mr. Burns would secure exac ‘tly the same publicity as 
ugh they were read here in this room. 
We have a very’small audience, when one compares it with the 
untry. The wire services are all here, reporters from many other 
razines and publications are present. The copies will be laid before 
n all, but I will leave the matter in your hands. 
You may have your way about it, Mr. Hogan. 
Mr. HoGan. I think we would like to read them, Senator. 
Senator O’Manoney. Proceed. 
Mr. Hogan. I might say we have cut it down to seven because we 
d not have the time to get the facts. 
Senator O’Manoney. Well, it is only natural. Thank you very 
Mr Ilursraper. The first statement I would like to read- 
Ir. FrepertcK Bevti. Excuse me just a moment, sir. 
Senator, at the start of these hearings we were requested by your 
taff to provide 150 copies of our testimony, and we did; and I recall 
iat all of these gentlemen of GM had a copy. We seem unable to 
t any of these copies, and I wonder if they could be made available 
to us. 
Senator O’Manonry. We had some; they were provided for the 
mmittee last night, and if General Motors does not have any avail- 
thle ? 
Mr. Roger M. Keys. Mr. Bell, you did not send me any copies. 
Mr. Bett. We had 150 copies. 


at Mr. Kyes. Don’t make the statement that you had them for us. 
Ke Mr. Bett. They appear not to be available; they are not available 
rs ror us. 


Mr. Hogan. Mr. Chairman, I think we might go on with the meeting. 
Senator O’Manonery. I want to make sure that Admiral Bell has 
ut opies, that is all. I will refer to our own staff. Do you have the 
35. oples here ? 
Mr. McHucu. We do not have an extra set with us. We do have 
it | i set, just the one with us here. 
he Mr. Hocan. Do you want an extra set ? 
29 | Senator O’Manonery. Let me have an extra set. 
Mr. Bett. It is simply a question, sir, as to whether the requirements 
ipplied to GM as apply to us. 
re Senator O’Manoney. Very well. 


GENERAL MOTORS STATEMENT ON YAGER PONTIAC CO, 


Mr. Hursraper. This statement is in regard to the Yager Pontiac 


., Of Albany, N. Y. 


67% 
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Mr. Yagel became a Pontiac dealer in February 1941 in t] 

\lbany, N. . 

Lis total investment was 310,000, of which $5,000 was borrowed, 
S5.000 was his own person: il mone ¥ 

He started his dealership with the financial assistance of 
motors holding division, whose capital advance of 830,000 was per 
off in February of 1945. 

As of October 31. 1955. Mr. Yager had made a total gain in excess © 
Sl million on his initial anode nt of $10,000. He is really quite ox 
erous in giving his association with General Motors some credit for t 
accumulation of wealth. 

In the year 1941, Mr. Yager’s operation delivered 414 new cars. | 
the noncompetitive postwar years of 1946-49, his operation achieve: 
<l pt rformance considerably above the national average of Pontia 
dealers. 

In 1950 there were registered in the Albany area a total of 8,795 ne\ 
ears. That year Mr. Yager delivered 524 new Pontiacs. In the year 
1951-52, when production was under Government alloc ‘ation, the total] 
reoistr itions in the area declined, as did Mr. Y agers deliveries. ly 
1953, when the market came into its historic cempetitive type of opera 
tion, there were 8,713 total new units registered—almost the same as i1 
1950. Mr. Yager, however, delivered 474, exactly 50 units less thai 
his prey ious high year of 1950. 

In 1954 he delivered $18 units. In the first ) months of L955 wher 
the Albany market has enjoyed an alltime high of 8,947 registrations 
more than were registered in the entire year of 1950—Mr. Yager de 
livered only 373 new Pontiacs. In the light of this lack of accomplish 
ment in a market the size and caliber of the Albany market, the sales 
department of Pontiac naturally and in the normal course brought this 
inadequate performance to the attention of Mr. Yager. 

Despite this poor sales performance, Mr. Yager states that he has 
‘even shown a small profit during 1955.” 

This dealer’s financial statement for 1955 through October shows the 
following “small” gain since January 1: 


‘ 


Net profit after taxes 
Salary 
Dealer’s bonus 


$35, 232 


16, 666 
20, O00 


Total JJ! Sees 


This ten months’ record shows a gain of over $8,100 per month. 
In securing to himself the advantages of the only Pontiac franchise 
in the city of Albany, the sales potential of which would profitably 
support two Pontiac dealers, Mr. Yager has been content to receive 
«a handsome profit without assuming the obligation of providing Pon 


tiae with a fair share of the new-car sales in this market. 


The fact is that Mr. Yager is gener ally extremely busy with other 
activities and by his own admission devotes only about 50 percent of 
his time to the automobile business. Because of this, he was asked to 
devote more time and attention to the business. His reaction to this 
request is understandable in the light of his statement that “I have 
recently come to the conclusion that all the ethics, dignity, and fun 
have gone out of the automobile business. ; 

It is interesting to note that in early April of 1954, Mr. Yager 
heard through the grapevine that a Pontiac dealership in a neigh- 
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oring community might become available. Hay ing prey lously shown 
interest in this location, he immediately asked for an additional 
Pontiac > des alership at this location. He even telephoned the general 
les manager of Pontiac Motor Division and asked for his assistance. 
Later * when the regional manager and another Pontiac re presents itive 
om New York called on Mr. Yager at his dealership in Albany, 
request for an additional Pontiac dealership was again discussed. 
He was asked how much time he expected to spend in the new pro 
nosed dealership, and he made it very clear that he did not intend 
pend more than 6 months of his time in any automotive activities 
whi ch he was then o1 ‘might later become engaged. 

\s late as October 25 of this year, Mr. Yager mentioned that he 
id heard that another Pontiac dealer point was available and for 
ile in New York State and he wished to go on record and make 
pp lication for this dealer ship or any other in addition to his Albany 
ealership. This action on his part does not seem consistent with 
s conclusion that all the ethics, dignity, and fun have gone out of 

the automobile business. 

In the summary of Mr. Yager’s statement, he says: 

4 basic and fundamental human desire and need is a reasonable degree of 

urity and tranquillity. 

[am afraid that Mr. Yager was in the wrong forum when he made 

this statement—he should talk to the competitive retail automobile 
ealers in Albany about his tranquillity. Tlowever, if he were to visit 

y office in Detroit—and I should be glad to have him—he would 
ind hanging on the wall a quotation from the late Justice Oliver 


Wendell Holmes: 


rhe longing for certainty and repose is in every human mind, but certainty is 
nerally an illusion and repose is not the destiny of man. 


(Mr. Yager’s rebuttal statement follows :) 


AFFIDAVIT OF M. H. YAGER 


. Yager, president of Yager Pontiac, Inc., 470 Central Avenue, Albany, 
. being duly sworn, do depose and say that the following is true and 
rect regarding statements made by Mr. Hufstader, GM vice president 
Stutement No. 1: Is correct 
Siatement No. 2: “His total investment was $10,000, of which $5,000 was bot 
wed, and $5,000 was his own personal money.” 
Five thousand dollars was personal cash and $5,000 was through a secured 
ink loan. In other words, I could have made the total $10,000 required o1 
> percent of capitalization but borrowed against assets rather than liquidating 
I was prepared to furnish proper capitalization through other methods of 
incing, but it was strongly intimated by the Pontiac division that Genera 
rs Holding participation would be preferred. 
‘tatement No. 3: Is correct. Under their standard form General Motors 
wed 75 percent of the total capitalization of $40,000. This was paid off 
ruary 1945 as of Dec ber 31, 1944. In the period from February 1941 
r 31, 1944, on the 830,000 investinent by General Motors, they received 
25 percent net annual return plus principal on a diminishing 


tement No. 4: Is ambiguous. It is true that a guin in excess of $1 

een made in this period of time but should be qualified by the stat 

in the interim we had done a sales volume of $20,118,697.72. It shou 
noted that during this period of time we had a net revenue from operations 
ier than the sale of cars, parts and service of $306,989.86 or approxit lately 
percent of total net income. This latter figure is made up of finance company 
erves, interest earned, capital gains, and other accounts other than direct 


} 
Y 


SHS Even applying total income against sales, we would have shown a net 
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over the total period of slightly under 5 percent. By reducing other income 
from total income the net on sales equals just under 38 percent. I should also 
like to emphasize that in my letter and testimony before the Senate sub- 
comniittee I, in three places, admitted financial success. 

I should further state that this administration of General Motors had nothing 
to do with the decision of making me a dealer and little to do with any sub 
sequent success, financial or otherwise, that has been experienced. What grati- 
tude I owe to individuals within General Motors is to the ghosts of good men 
dead and gone or to good men no longer with the corporation. 

Statement No. 5: The first sentence is correct. The second part is ambiguous 
for being a relatively large dealer I, of course, delivered more than the average 
Pontiac dealer did, but my sales indicate that I was consistently below thx 
national average price class percentage, and I made repeated appeals for mors 
cars without success through the various echelons of Pontiac management up 
to the general sales manager. 

Statement No. 6: Is correct. 

Statement No. 7: My competitive position during the years of 1950-52 was the 
lowest of any like period in my history, and I have a voluminous file of letter 
pointing this out to my zone manager. My percentage penetration in 1953 wa 
better than in the 2 previous years, and it should be noted that the hydra- 
matic factory burned in 1953 and our sales suffered substantially in the last 
quarter of that year due to this catastrophe. In 1954 the Pontiac product 
such was in the poorest competitive condition it has ever been in my 30 years 
history with them. Any alleged deficiency in my 1955 volume can be attribute: 
to my resistance to following the sales practices advocated by General Motors 
and it is these same practices that I spoke out against at the hearing. 

Jelow is the schedule of price class figures for my zone of influence for th: 


total years of 1950-54 and through September of 1955 (latest available) : 


Pontiac percent of price class 


1950 _ : : 5. 89 
1951 nee aies 5. 36 


1952 -_ = Serer 5. O1 | 1955... 


Statement No. 8: Regarding our profits for 1955, a total of $81,898 is ambigu- 
ously correct. During the 10 months we had a total sales volume of $2,228,934.28, 


so the total profit above equals 3.67 percent. 
During this same 10 months of 1955 we had a net income from sources other 
than sales of $43,225, leaving a net profit of $38,673 that is properly attributable 


to sales. That profit of $38,673 applied against the total volume of $2,228,934.2§ 
sain 


equals a sales profit of 1.735 percent. 

It should be noted that if our profits on the volume of sales had been equa 
to General Motors’ net of approximately 22 percent before taxes, our profit would 
have been, before taxes, $489,265 instead of a mere $81,000. 

General Motors are showing approximately a 25-percent return on their net 
worth after taxes. On that same basis, our profit would have been $175,500 after 
taxes, so our profit is quite small as compared percentagewise to theirs. 

Statement No. 9: Concerning the amount of time I spend at my business, it is 
considerably in excess of 50 percent, though I do have other interests to which 
I devote part of my time. In addition, Pontiac management is well aware that 
in May of 1952 I suffered an accidental injury that hospitalized me for a period 
of weeks and incapacitated me for a period of months and that I have had con- 
tinuing trouble as a result of that accident and am still under the care of a 
leading orthopedic surgeon who has advised me to take things much easier than 
I have. 

Statement No. 10: It is true that in April 1954 and over a period of subsequent 
months, I applied for a dealership in a neighboring community, offering to man 
it with trained personnel and provide unencumbered capital in any amount pre- 
scribed by Pontiac. It is true that I applied through the various echelons of 
Pontiac management up to the general sales manager, all unsuccessfully. 
Pontiac’s selection for the proposed dealership in question was a used car dealer 
in Albany who, both at that time and up to this moment, is one of the largest 
bootleggers in the area. Their negotiations with him proceeded to the point 
where he was invited to, and did attend, the Pontiac dealers’ announcement meet- 
ing of the 1955 car held at the Astor Hotel in New York City. It so happened 
that the incumbent dealer managed to retain the franchise, otherwise the above 
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referred to individual, with much less capital and experience than I offered, was 
heir evident selection. 

Statement No. 11: On October 25, 1955, I was in the zone manager’s office and 
mentioned to him that a Pontiac dealer in Westchester County, N. Y., through an 
ecounting firm, had made inquiry to me as to whether I could be interested in 
the purchase of his dealership. I asked the zone manager’s opinion, as to whether 
[ should interest myself or not, which was in the negative. It should be noted 

t I have never seen that dealer’s financial statement, his place of business, or 

en been in the city in question, so it was hardly an application for that 

lership. ; 

As regards the famous quotations, my office manager has, over his desk, one 

it may be apropos, “Figures won’t lie, but oh, how a liar ean figure.” 


M. H. YAGER, 

M. H. Yager, 

JOHN P. RENISON, 
Notary Public in the State of New Y 


‘ 


iv commission expires March 30, 1956. 
GENERAL MOTORS STATEMENT ON L. C. ANDERSON 


Mir. Hursraper. Mr. L. C. Anderson, a Pontiac, Buick, Chevrolet 

ler at Lake Orion, Mich., for a number of years, has testified before 

; committee. 

In commenting on Mr. Anderson’s testimony, I want to make one 
thing very clear at the very outset. I was present throughout the 

ealer relations board hearing on Mr. Anderson’s appeal. I sat next 

to Mr. Curtice and heard everything that Mr. Curtice said. Mr. Cur- 

‘ did not call Mr. Anderson a “Red,” as reported by Mr. Anderson. 

Ot th ers present at the hearing can confirm this statement. It would 

have been entirely out of character for Mr. Curtice to make the state- 
nt attributed to him by Mr. Anderson. 

In fairness, however, to Mr. Anderson, I should say that it is 
tirely possible that he m: iy have heard me address Mr. Curtice by 
nickname as “Red” in one of the side discussions of the presenta- 

tions, since it is a common practice with me to address Mr. Curtice 

“Red.” 

Whether under the stress of the hearing, with the presentation in 
progress, Mr. Anderson, not understanding the undertone conversa- 
tion, mistakenly believed he was the subject of a discussion, and now 

ributes the expression to Mr. Curtice, would of course be only a 
peculation on my part. 

Between July, 1954, and May, 1955, Mr. Anderson had five meetings 
with Mr. H. E. Crawford, general sales manager of Pontiac Motor 

ivision. At each meeting he expressed his entire dissatisfaction 

ith, and objection to, the Pontiac Motor division policy of granting 
discounts on Pontiae cars to employees with management responsi- 
{ ilities. 

The first of these meetings was held on July 18, 1954, as the result 
of Mr. Anderson’s letter of July 10 to Mr. W. F. Hufstader, enclosing 
.copy of his so-called sew tic of Disaster, which he had circulated 
among Pontiac and Gener: al Motors officials. 

At this meeting Mr. Crawford advised Mr. Anderson that the 
extension of the Pontiac employee discount plan, by which an 
employee could purchase up to three cars a year, which was instituted 
on ML arch 11, 1954, had been discontinued on June 28, 1954. 
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Mr. Anderson h: ‘ strongly objected to this policy, although Pon 
tiac records show that only a) employees had pure hased 3 cars during 
the period that this extension of the policy had been in effect. 

Mr. Anderson then objected to e mployees of the Pontiac Motor divi 
sion receiving any new Pontiacs at a discount. Mr. Cri awtford told 
him that Pontiac Motor division’s policy in this respect was in line 
with corporation gp y, and Pontiac would continue to offer employee 
one car a year at a discount on the condition that the employee retai 
the car until ae introduction of the next model. 

On August 26, 1954, there was a second meeting at which the sul 
ject of se ‘ling cars to employees was again discussed. At this meet- 
ng Mr. Crawford called Mr. Anderson’s attention to the fact that 
Pontiac was making a change in its arrangement for delivering Cal 
to employees, namely, that prior to the announcement of the 1955 
model, Pontiac would begin making delivery of discount cars to 
Pontiac employees through dealer outlets instead of making all deli 
eries through the factory new-car conditioning department. 

At this meeting, Mr. Anderson said that he might want to sell out, 
and Mr. Crawford assured him that if he wished to proceed in that 
direction, Pontiac would endeavor to assist him in every way possible 

On December 6, 1954, Mr. Anderson presented part 2 of his Arith- 
metic of Disaster to Mr. Crawford. At this time he again expressed 
his complete dissatisfaction and objection to any policy providing for 
the sale of cars to employe es at a dise ae 

Mr. Anderson said he still felt that he would sell out if Pontiac 
planned to ec nitinue With its present discount policy. Before Mr. 
Anderson left, Mr. Crawford stated that he would read Mr. Anderson’s 
presentation at his earliest convenience and would contact him later. 

Thereafter, on December 51, 1954, a fourth meeting was held at 
which Mr. Anderson again repeated his objection to the Pontiac 
employee discount plan and stated that no new cars should be sold 
at 2 discount to any employee or executive of Pontiac Motor division 
or General Motors Corp. At this meeting he also acknowledged 
that some of the information in his Arithmetic of Disaster was pos- 
sibly favorably distorted because he was essentially a salesman. 

When Mr. Anderson began dise ussing his investment in facilities, 
Mr. Crawford reminded him that while Mr. Anderson badly needed 
new dealership facilities after the war, Mr. Anderson had proceeded 
to establish the elaborate building which he still has, strictly on his 
own initiative and without any demand from Pontiac. At no time 
did Pontiac require anything more than adequate facilities. 

Mr. Crawford pointed out that from 1946 through 11 months of 
i054, Mr. Anderson’s dealership had made a net profit after taxes of 
“455,405 and that he had drawn a salary of $224,504. His yearly 
salary had increased from $16,000 in 1946 to approximately $40,000 
n L953. 

Mr. Crawford suggested that Mr. Anderson quit complaining about 
’ —— discounts and go to work and attempt to be the aggressive 

eanler he had been. He was told that if he didn’t h: :ve confidence and 
ener for Pontiae’s policies, then he should be man enough to step 
aside and let someone else take advantage of the opportunity. At the 
close of the meeting, Mr. Anderson stated that he intended to go back 
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ty work and continue to be a Pontiac dealer unless Pontiac terminated 


On May 6, Mr. Anderson wrote to Mr. Crawford and again 
rotested the p> ontiac employee discount plan and accused Pontiac of 
elling cars through its retail store at prices lower than dealer prices. 

‘is necessitated a fifth time-consuming meeting with Mr. Anderson 
ni May TDi 1955. 

\t this meeting he was asked to prove his charges that the Pontiac 
etail store had sold cars below dealer cost. He couldn’t. He ad- 

tted that the haanes a his letter were wrong; he had not properly 
cured the invoices that he was using as examples. 

He was asked to prove that the retail store had increased their re 
tail sales in excess of 800 cars by granting substantial discounts as 

iimed by him. He couldn’t. He had overlooked the fact that 

Motor division was then delivering employee-discount cars, 
xcept those of executive employees, through the retail store rather 

in the Pontiac new ear ¢ ‘conditioning de spartment. 

He was told again that Pontiac had been selling cars to employees 

discount for years, and it was the policy ot General Motors to 
loso. He was told that Pontiac was going to continue the policy, not 
account of him and not in spite of him, but because the management 

f Pontiae felt that it was a good policy. 

In concluding the meeting, Mr. Anderson stated that he would 
te no more letters regarding this policy and that this meeting 
uld finalize his dealings at the divisional level. 

Not withstanding all of the foregoing, on June 3, 1955, Mr. Ander- 
again wrote to Mr. Crawford misrepresenting the statements made 
Mr. Crawford at the earlier meetings. 

Thereafter, on June 7, 1955, Mr. Anderson delivered a speech at 
Oxford Rotary Club in Oxford, Mich., in which he bitterly 

ticized the automotive industry generally, and by implication the 
tiac Motor division in particular, for their employee-discount 

aaa The substance of this talk was reported in local newspapers, 

d the entire talk was reproduced inthe NADA magazine for August. 

On June 27, Mr. Anderson was advised by Pontiac Motor division 

at his letter of June 3 misrepresented Mr. Crawtord’s conversation 
ef May 25 and indicated that he was entirely dissatisfied with his 
elationship with General Motors Corp. His attention was directed 
to the allegation, “corporate tyranny which seems to govern the Pon- 

Motor division relationship with its dealer in Lake Orion.” He 
vas advised that since he seemed to be irrevocably committed to com- 


ete disagreement with General Motors’ policy with respect to em- 


\ 


vee discounts, it would he Impossible to continue a successful 
ness relationship. 
(he above substantially outlines the circumstances leading up to 
orporation’s decision not to offer Lee Anderson new dealer selling 
greements. While decisions along this line are most usually predi- 
aqona dealer’ S per formance rec cord. this case prov ides an examp le 
‘re basic differences between two parties make a sound business 
ationship impossible. Mr. Anderson’s dissatisfaction with a per- 
onnel policy of General Motors, because, in his opinion, it adversely 
ected his business opportunities, was the basis of General Motors 
itisfaction with Mr. Anderson. Mr. Anderson’s general sales 
mager evidently does not share this same dissatisfaction because 
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he is now taking on the Buick and Chevrolet dealerships in La 
Orion. 

At one point in his testimony, Mr. Anderson said that Gener 
Motors had within the last year and a half established a new Pontia 
Buick-Chevrolet dealer in competition with him in a new building 
within “2,500 yards” of his place of business (transcript, pp. 6067 
6OOGS ). 

‘The facts of this matter are as follows: 

The dealer Mr. Anderson has reference to is located in Oxford 
Mich., another town some 3 miles removed from Lake Orion. This 
dealer has been in Oxford since 1926. On October 13, 1954, a Mi 
Homer High bought out his partner’s interest in this Oxford deale 
ship and moved from 1012 North Washington Street to more adequait: 
facilities at 160 South Washington Street, Oxford, Mich.—still sor 
214 miles from Lake Orion. 

Mr. Anderson stated that each of the three general sales manage 
of Pontiac, Buick, and Chevrolet Motor divisions were ordered by 
Mr. Curtice to terminate his selling agreement (transcript, p. 6085) 
This is untrue. 

Mr. Crawford, in his capacity as general sales manager of Pontia 
Motor division, made the decision not to offer Mr. Anderson a nev 
Pontiac selling agreement and carried this decision into effect by the 
written notice of June 27, 1955. He advised Chevrolet Motor and 
Buick divisions of his intentions in that respect before mailing th 
notice. 

The general sales managers of Buick Motor division and Chevrole 
Motor division recognized that Mr. Anderson could not very well 
continue as a satisfactory Chevrolet and Buick dealer in the same 
location if he fundamentally disagreed with the employee discount 
policy of Pontiac, since these other divisions had similar policies 
within the framework of an overall General Motors policy. 

There is no substance to Mr. Anderson’s charge that he was oblig 
to lose money in providing warranty serv a e on cars sold ieee 
under the discount plan. Prior to July 1, 3, Pontiae Motor division 
had a warranty adjustment policy suffic ently liberal to permit any 
dealer to per form warranty service on all of its cars, including en 

ployees’ cars, without loss, provided the work was performed on the 
Sais of reasonable cost and expense. In some instances, however. 
some dealers may have sustained minor losses, but these were always 
within their control. However, on July 1, 1953, Pontiac Motor “a 
vision adopted a warranty policy under which the dealer collects t 
full amount on warranty adjustments with respect to Pontiae cars, 
including employee cars purchased at a discount. That policy is still 
in effect. 

Senator O’Manoney. What isthe policy, Mr. Hufstader ? 

Mr. Hursraper. Well, it is the standard warranty and service po 
icy, Senator, that is enumerated in the contract, that is granted to the 
employees, and there is a setup provided for the provision covering 
that. 

It is a service policy that is set up at the time that delivery is t: coe 
The policy covered is stafed—he gets protection, Senator, on ‘the stat 
ard warranty, and then the service policy which is set up, which cover 
certain 1,000- and 2,000-mile adjustments. 
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Senator O’Manoney. Did I understand you to say that was in the 

inchise ¢ 

Mr. Hursraper. Well, the warranty is, yes, sir; and also the service; 

5, SIT. 

Senator O’Manoney. Is that your understanding, Mr. McHugh? 

Mr. McHuen. I was of the 1 impression that the service policy was 

ddition to the franchise, but is it in here, is it in the franchise? 
Hfursraper. ‘The extended policy is not in the franchise with 
it aaa 

Senator O’Manoney. Will you furnish the committee a copy of it? 

yvuld like to read that. 
Hlurstaper. We would be very glad to. 

Senator O’Manonry. What is the discount policy with respect 

the sale of cars ¢ 

Mr. Hursraper. That is a discount policy- 

Senator O’Manoney. Toe mployees ? 

Mr. Hursraper (continuing). That has been in effect with General 

fotors. It varies by certain divisions, but substantially, Senator, 

S the privilege of employees in certain executive classifications to 
to purchase a General Motors product at a discount. We have 
re dais of that we would be very glad to submit to the committee. 
Senator O’Manonry. Now, at one time Pontiac allowed each em- 
vee, [ understand you to say, to buy three cars a year. That was 
liscontinued after a while ? 

Mr. Hurstaper. That is right. 

Senator O’Manoney. How many cars a year may—— 

Mr. Hurstraper. One. 

Senator O’Manonery (continuing). May each employee buy now? 

Mr. Hurstaper. One. 

Senator O’Manonery. One? 

Mr. Hurstaper. Yes. It is a very definite agreement that he re- 
tains that car for a year’s time. 

Senator O’Manonry. What happens to these cars? Do they re- 
tain them for a year? 

Mr. Hursraper. Yes, they do. 

Mr. Curtice. They agree to. 

Mr. Hurstaper. They agree to, Senator, and I think 

Senator O’Manoney. Yes. 

Mr. Hursraper (continuing). I think that provision was, of course, 
more applicable—it is applicable today as far as that is concerned— 

ut they do agree to retain a car for a year in the light of the discount 
policy. 

Senator O’Manoney. You heard me read the advertisement of the 
Hyattsville Buick dealer yesterday 

Mr. Hursraper. Yes, sir. 

Senator O’Manoney (continuing). About company cars. 

[ have in my hands an advertisement published in the Washington 
Daily News of December 1 by Colonial Oldsmobile Co. at 1241 Sixth 
Street NE., and in parentheses “at Sixth and Florida Avenue.” 

This ad calls attention to the 1956 Oldsmobile: 

Your choice $2,895. Fifteen to choose from—every car a different color— 

hurry. Company official cars. 

What does the Colonial Oldsmobile Co. mean by “company official 
cars,” or do you know ? 
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Mr. Currice. I think you would have to ask him. 

Mr. HWursraper. They could have their company official cars. 

Senator O’Manoney. Is it impossible that it means Oldsmobile Co. 
ears ¢ 

Mr. Hursraper. No—— 

Mr. Curricr. No; it could not be the Oldsmobile Co. cars. <As , 
matter of fact, I can ~ you that the zone office records here in Wash 
ington do not indicate the sale of any executive cars to the Hyattsville 
Buick dealer. I do not know anytl \ing about this Oldsmobile dealer. 

Senator O’Manoney. Here is another one. This was published 
in the Oregonian in Portland, Oreg., on Sunday, October 2, 1955: 

One cent profit. Ninety-seven 1955 Oldsmobiles must be sold now before the 
higher priced models are out. Cross over the bridge. Corder will not refuss 
1 cent profit on any remaining 1955 Oldsmobile. 

Mr. Courtice. That is a pretty good indication—— 

Senator O’Manoney (reading) : 

No tax to Oregon 

Mr. Curtice. That is a pretty good indication that these are inde- 
pendent businessmen. 

Senator O’Manonry. They were getting rid of their inventory of 
1955 cars, may I say, Mr. Curtice. 

Mr. Currice. At a return, as I said before 

Senator O’Manonery. One cent profit. 

Mr. Curricr. For 9 months this year of $414 million in profits, 
before taxes. 

Senator O’Manonry. This was a dumping program. 

Mr. Currice. I do not think so. Our records do not indicate that. 

Senator O’Manonery. I recite it here because it really is important 
to know how these cars get into the hands of the dealers, and I want 
to ask Mr. Hufstader or you, Mr. Curtice, about the laws of the State 
of Michigan with respect to the licensing of cars for exportation. 

Is there any special provision in the Mic ‘thigan law ? 

Mr. Hursraper. The title goes with the individual in the State of 
Michigan. 

Senator O’Manoney. Yes, that is right. 

Mr. Hursraper. Yes. 

Senator O’Manoney. Does a Michigan license attach to the car? 

Mr. Hursraper. Yes, sir. 

Senator O’Manoney. All cars? 

Mr. Currice. If they are used 

Mr. Hursraper. If the -y are licensed in the State of Michigan. 

Mr. Currice. If used in the State of Michigan. 

Mr. Hurstaper. Any license issued in the State of Michigan is 
attached to that ear and goes with the car. 

Senator O’Manonry. What sort of license is it? Is it the ordinary 
license with the metal plate and the like? 

Mr. Hursraper. Yes, sir. We belong to the Union, Senator. 

Mr. Hogan. Senator 

Senator O’Manonry. Big labor, big business, big Government. 
| Laughter. | 

Mr. Hursraper. Forty-eight States. 
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Hocan. Senator, is your question in regard to the employee's 
as to whether they might be licensed under a blanket company 

ense or licensed in the employee’s name ? 

Senator O’Manonry. Yes. Lam trying to understand, for example. 

it—there are certain pasteboard licenses attached. 

Mr. Hogan. No. 

Hurstraper. No. 

Mr. Hogan. An employee buys the car, the application is sent down 
io the license bureau, sales tax paid, and a metal plate is given to them. 

da title certificate comes through in due course within a week or 
Wo. 

\ll these cars Mr. Anderson is talking about were purchased by 

e employees and titled in their name and registered in their name. 

Senator O’Mauonry. Are there any other—— 

Mr. Hurstraper. And the plate was put on the car. 

Senator O’Manonery. Are there any other license plates issued in 
the State, any pasteboard licenses issued ? 

Mr. Hocan. I have not seen any in Michigan. 


e Mia. Hursrapver. No. 
Senator O’Manonry. Have you seen any anywhere? 
1 Mr. Hogan. Down in Florida I saw pasteboard licenses, but there 


S _ no difficulty. The State has had no difficulty in producing 

| plates in Mie higan. The y have always been produc ing them, 

id on time, and there has not been this great shift in population like 

you have at times in places like Florida where they run out of them. 

Senator O’Manoney. Well, I have information which I haven't 
had time to check that there was some sort of SO license issued. 

ul Mr. Hogan. You are talking about a different thing. That is 

when a man outside the State wants to take delivery in Michigan, and 


nt ‘has two problems. If he brings it back to his own State, he either 

te s to pay a sales tax or a use tax. If he bought it in his home State, 

» would pay the sales tax. If he wants to take delivery from the 

factory, he can arrange to have the motor and license number ahead 
Oo 


of time and get his title in his home State. If on the other hand he 
ints to come to the factory and doesn’t want that delivery, Michigan 
will excuse the payment of sales tax on the payment of a fee of $5, 
| which is the fee to transport the car back to his own baliwick. 
Senator O’Manonery. Well, that type of license is not used to dis- 
pose of these employee discount cars / 
Mr. Hogan. No, that license is used by the man who has heard about 
aking delivery at the factory, and he wants to come from his home- 
town to the factory to take delivery. 
Senator O’Manoney. And I understand now from what all of you 
| 18 have said, including Mr. Curtice, that any dealer who advertises com- 
pany cars is misleading she public if he is trying to make the public 


ary believe that he is se lling Ge ‘yneral Motors executives’ cars or employees’ 
ars. 
Mr. Curtice. He could have some of them sometime during the 
, but in this particular instance you are talking about, the records 
ent. | don’t show that any company cars, any executive cars, have been sold 
j to him. 


Senator O’Manoney. How could he get them during the course of 
the year? 
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Mr. Currice. From our zone personnel. They drive company 
cars, and after a certain period of time, they are disposed of as second- 
hand cars, as executive cars. 

Senator O’Manonry. Here are two advertisements which I picked 
out personally—— 

Mr. Currice. And I said, Senator, you will have to ask the many 
dealers, the advertising of whom—— 

Senator OManonry. That is what I am coming to—— 

Mr. Curtice. The advertising which you disagree with, because 
we have nothing to do with that advertising. And it proves that 
they are independent businessmen and are functioning as such. 

Senator O’Manonery. Of course, that is a conclusion. — 

Mr. Curticr. That is my conclusion, yes, and a very good one. 

Senator O’Manonry. I want to get your conclusion on another 
phase of the matter. Is it your conclusion that these dealers, wh 
apparently carry General Motors selling agreements, who represent 
that they are selling company cars, are misleading the public if they 
intend to convey the impression that they are selling General Motors 
executive cars 4 

Mr. Hocan. But the ad doesn’t say that, the ad says—— 

Senator O’Manonry. Well, they put in the ad, the eee 

Mr. Curtrice. I suggest that you talk to the dealer. I don’t think 
we are qualified to answer that question. 

Senator O’Manonry. Do you know of any company official cars in 
quantity being distributed? ~The reason I say “in quantity” is because 
here within the space of a week I have an Oldsmobile ad and a Buick 
ad both offering company cars in this hectic effort to get rid of cars 
and sell them at a discount. 


Mr. Courtice. I say, you would have to consult with them to get the 
answer. 


Senator O’Manonry. You have no answer ? 

Mr. Curtice. No, I have no answer as to where they are getting 
those cars. I think they get all their cars by ordering them from the 
respective factories. That is true of the General Motors dealers’ rela- 
tionship with their factories as well as the others in the industry. 

Senator O’Manonry. Very good. We will pursue that matter in 
another way, then, Mr. Curtice. 

Mr. McHvuen. Mr. Hufstader, does the General Motors Corp. re- 
imburse its dealers for 100 percent of their costs, that is, their labor 
costs and their material costs, under this warranty program ? 

Mr. Hurstraper. At page 12 of the contract, Mr. McHugh, the 
warranty adjustment—shall I read it ? 

Mr. McHveu. That is page 12 of the Chevrolet ? 

Mr. Hursraper. Yes. 

Paragraph H: 

Warranty adjustment: Dealer will replace any defective part or parts as 
comprehended under the warranty set forth in section 9 hereof on General Motors 
vehicles sold by the dealer without expense to the owner of such vehicle, and the 
seller will, if the replaced part is returned to and found by the seller to b« 
defective, pay or credit the dealer with the amount equal to the then current 
dealer net price of such part or parts plus 10 percent, and in addition 65 percent 
of the flat-rate card for installing the new part or parts according to the flat-rate 


system and time allotments and labor charges as provided in subsection (9) 
above. 
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Mr. McHveu. Would you say from this, Mr. Hufstader, that Mr. 
Anderson was right when he said it was costing him money to service 
some of these cars under the warranty / 

Mr. Hursraper. No, it couldn’t cost him money. His expenses were 

| out of line. Sixty percent of the flat-rate charge ought to enable 
the dealer to cover his costs and to make a reasonable profit—not a full 
one, but at least it is intended that he shall not lose money. ‘There is no 
effort in there made—the effort is made, I will put it on the positive 
basis, to protect the dealer in that transaction. 

Mr. McHwuau. I understand it covers only 65 percent of the flat-rate 
harge; is that correct ¢ 

Mr. Hursraper. That is right. 

Mr. McHucu. Does that include any amount—— 

Mr. Hursraper. On his flat-rate system of time allotment, the flat 
rate charge for installing the new part or parts according to the flat 
rate system. 

Generally speaking, Mr. McHugh, this would be about 15 percent 
ibove the dealer cost, upproximately. It costs the dealer 50 percent. 
Do you understad the flat rate? 

\ir. McHuen. No. 

Mv. Hursraper. All right. 

Mr. McHuenu. Under the provisions of paragraph 8 of the warranty 
iljustinent, the dealer is being reimbursed in full, will you tell me, for 

ll of his costs? 

Mi. Hursraper. He is. 


\ 
\ 


Ir. McH{uen. Do I understand from this—— 

Mr. Hurstaper. It is the intent of that policy—that is it—that his 
t be covered in full, with a margin to spare. 

Mr. McHvueu. Would this be the same margin that you speak of, 

he oridinarily gets when he services cars? 

r. Hursraper. It is better. 

Mr. McHuen. This is higher? 

Mr. Curtrice. He gets then 100 percent. 

Mr. Hlursraper. I beg your pardon? 

Mr. Currice. He gets 100 percent. 

Mr. Hwursraper. Yes, he gets 100 percent. 

Mr. McHueu. When he services under this provision of the war- 
ty, he only gets a portion of his profit? 

Mr. Htrsraper. Sixty-five percent. 

Mr. Hogan. What was the end of that question ? 

Mi. McHtven. A portion of his profit. 

Mr. Heursraper. With this full flat rate on the retail transaction, 
would have 100 percent. In this particular one, he gets 65 percent. 

nd, as I have stated to you, his cost will average about 50 percent. 
So that there is intended to be a 15-percent margin above his costs. 

Mr. Anderson’s rebuttal statement follows:) 


AFFIDAVIT OF LEE ANDERSON 


LAKE ORION, MicH., December 17, 19355. 
Hon. JoSEPH C, O’MAHONEY., 
United States Senate, Washington, D. C. 
DEAR SENATOR: The following is respectfully submitted in rebuttal to testi 
ny given by W. F. Hufstader, vice president of General Motors, concerning 
dealership : 
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canceled because of disagreement with General Motors’ policy wi 
respect to factory discount competition in my area and for having expresss 
thoughts on the subject in a talk before a local Rotary Club. In my opini 
the publication by General Motors of my earnings from 1946 through 1954 was 
improper. 

2. I contend that the whole of Mr. Hufstader’s testimony was prepared more 
for its impression on the public than for the information of the committee a1 
was designed to get over a viewpoint, popular with General Motors’ management 
that automobile dealers made more money than they should during the sellers 
market, from 1946 through 1952, and therefore I am an ingrate for protesting 
policies and procedures of General Motors which are detrimental to my interests 
today. 

3. General Motors has invaded the rights of privacy in making press releases 
of the earnings of my dealership and my personal income. The corporation has 
adopted smear tactics in an attempt to discredit me personally and my dealership 
in the eyes of the public, and particularly in the eyes of that segment of thi 
public comprising other General Motors’ dealers. 

1. In selecting the period from 1946 through 1954, General Motors chose a set 
of statistics they considered favorable to this purpose. In presentation of these 
figures they chose to ignore specific data relating to (1) the return of the buyers 
market, which has resulted in most of the policies under protest, and (2) the 
earlier years when this dealership carried on at a loss in order to maintai 
service and representation for General Motors’ products. 

>. A fair presentation of such statistics would have started with 1941, the 
year in which my dealership achieved first place nationally in market penetratior 
The earnings after taxes of my dealership from 1941 through 11 months of 1955, 
inclusive, and my personal salary for each year follows: 


Owner's salary Owner’s salar 
ind bonuses Operating ind bonus 

before personal profit after before persot 
income taxes taxes income ta 


1 AM). (1 
+. 800 O00 
», HOO. OO 
100. OO 
Ho) iM) 
O00. OO 
~ 000. 00 
000. 00 


4, 000. 00 


i Los 


The figures reflected above were taken from the L. C. Anderson, Inc., incom: 
tax returns which have been audited by the Bureau of Internal Revenue throug 
1958. The 1954 returns were made on the basis of a certified audit by Rutten, 
Welling & Co., certified public accountants, Detroit, and 1955 figures are subject 
to audit It is noteworthy that there were loss years in 1943, 1944, 1945, and 
1954, and there will be a substantial loss in 1955 after year end adjustments n 
included in these figures. Net profit after taxes over this entire period total 
$452,073.62, an average of $30,137.60 per year. In terms of 1939 dollars this wa 
$15,671.55 annually. In terms of 1939 dollars the owner’s salary and bonuse 
averaged $9,969.44 anually. 

6. General Motors testified that my dealership made a net profit after tax 
from 1946 through 11 months of 1954, of $455,405 and that I had drawn sala 
during this period of $224,504. What the corporation testimony did not sho 

as that this net profit is approximately $1,000,000 under average for a dealer 
ship my size, a situation I contend reflects the inroads of direct factory compet 
tion and maldistribution of cars, complained of in my original testimony. 

7. I don’t think an average salary of $19,000 a year is excessive for manag 
ment of a business grossing $3,000,000 a year—certainly not in terms of 
quality of management General Motors professes to require in its business. 

S. The $452,000 profit is all tied up in bricks, mortar, and equipment in 
building I was asked to construct adequately to serve General Motors interest 
the area of my franchise. 

IT would like to dispute General Motors testimony that at each of five meeting 
with the Pontiac general sales manager, between July 1954 and May 1955, I ex 
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essed entire dissatisfaction with, and objection to, the Pontiac division policy 

granting discounts on cars to employees with management responsibilities. I 

pressed dissatisfaction with and objected only to abuses of that policy. Refer- 

e is made to my letter to Mr. Hufstader dated June 10, 1954, seventh para 
craph: “I am not so opposed to employee discounts as I am to methods of 
lelivering and handling these discounted cars. I do think that a reasonable 

vision of present methods could be given effect that would prove beneficial both 

» the factory and employee, and render the policy not quite so damaging to my 

naa 

[ also considered the wholesale titling of new cars as factory “courtesy cars” 

d their sale at full discount, not only to employees but to retail customers 
ther than employees as an abuse to this policy. 

10. Mr. Hufstader’s testimony that Mr. Anderson objected to employees of the 
Pontiac Motor division receiving any new Pontiacs is not according to the facts. 
It is a well-known device of quoting out of context and is misleading. The 
testimony referred to a statement of basic philosophy with respect to factory sales 

automobiles contained in my letter to Mr. Crawford, dated September 9, 1954. 
his letter protested that the so-called revised discount plan made effective 
October 29, 1954, would neither end nor appreciably reduce the factory discount 
ompetition in my area. The paragraphs in this letter, on which Mr. Hufstader’s 
estimony was based, follow: 

“On the main points of your proposed plan, I would like to make the following 

bservation : 

‘T see no reason why up to 200 cars a year should be sold and delivered by the 
factory to Pontiac executives. I except, of course, factory-titled cars assigned to 
executives and factory-titled courtesy cars. I sincerely believe that personal cars 

id at discount to executives represent the core of the whole problem 

[ hold to the view that no Pontiac car should be soli to any retail customer 

cept through a franchised dealer at a retail price azreed upon between the 

enler and the customer. And I believe this to be consistent with past General 
Motors policy and with Mr. Curtice’s stated continuance of that policy.” 
11. Mr. Hufstader testified that I acknowledged in a ineeting with Mr. Craw 
rd on December 31, 1954, that some of the information in the “Arithmetic of 
Disaster’ was possibly favorably distorted because I ai essentially a salesman. 
merely want to correct what might be a wrong impression by saying that the 

facts are not distorted. It is quite obvious that my interpretation of the facts 
ffer from that of General Motors, quite likely to the extent that General Motors 
as prompted to testify in the above manner. 

12. Testimony to the effect that a May 25, 1955 meeting was concluded with a 
statement by me to the effect that this meeting would finalize dealings at the 

sional level and that I would go back to my dealership and write no more 
etters regarding the Pontiac discount policy, does not square with the facts. 
My letter of June 3 to Mr. Crawford confirmed my understanding of what had 
taken place at that meeting. I wish to deny emphatically that in this letter I 

lisrepresented the statements made by Mr. Crawford at earlier meetings, as 
estified by General Motors. 

15. I wish to reaffirm my testimony (transcript, p. 6085) and add that at no 

me was there discussion of the issues with the Buick and Chervolet divisions 

d that my dealership was not in controversy with these two divisions. Yet 

ters terminating my selling agreements were written simultaneously by all 

ree sales managers. 


14. Notwithstanding Mr. Hufstader’s testimony that there is no substance to 


(Anderson’s charge that he was obliged to lose money in providing warranty 

ce on cars sold to employees under the discount plan, we nevertheless did lose 
ney in warranty servicing these cars. Audited statements show that there 
is substantial increase in new-cur-policy expense as a result of this plan 


Sincerely yours, 
LEE ANDERSON, 


President of EE. 7 Lnde rson, / 
\SHINGTON, 


District of Columbia: 
Subscribed and sworn before me this 19th 


SEAL | 


sion expires July 
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GENERAL MOTORS STATEMENT ON TRAVIS SERVICE CO 


Mr. Hlursraper. Travis Service Co., Buick-Pontiac-GMC Truck & 
Coach Daler, St. Charles, Mo.: 

There has been a great deal of testimony os before this com 
mittee concerning the personal character of Mr. J. Ed Travis, Jr.. 
president of the Travis Service Co. of St. Charles, Mo. I desire to 
make it very clear to this committee that neither General Motors Cor; 
nor any of its representatives has ever questioned the good mora! 
character and the good public reputation of Mr. Travis. 

The disagreement between Mr. Travis and the Buick and Pontia 
divisions of General Motors Corp. was purely a business matter. The 

sole dispute with Mr. Travis related to his apparent unwillingness to 
organize his operation on a basis that would permit him to compete 
effec tively in the St. Charles market with other automobile dealers 
handling competing lines of merchandise. He simply did not meet 
the challenge presented by the current automobile market. 

In relation to the Buick franchise, the sales performance of this 
dealership, measured in terms of penetration of the market, was ov: 
the years consistently below the average of all Buick dealers. Fo 
1954 it was 77.5 percent and for the first 9 months of 1955 it was 72.1 
percent. 

This unsatisfactory performance was discussed with Mr. Travis o 
many occasions by the zone manager and other zone personnel, and 
he was encouraged to take the necessar y corrective measures to attain 
a satisfactory market performance in relation to his competition. | 
spite of Mr. Travis’ representations to the zone that a constructive 
program would be adopted, the records show that nothing subst: aan ul 
was accomplished, and conse quently the dealer’s selling agreement w: 

lowed to expire, in accordance with its terms, on Oc tober 31, 1955. 

‘There are two points in Mr. Travis’ testimony that I believe sai 
clarification. He testified that in August 1954, he received a notice 
from Buick motor division that a new selling agreement would be 
offered to him on November 1, 1954, for the term expiring October 31, 
1955. We believe that Mr. Travis is mistaken in this particular, since 
Buick motor division discontinued sending to dealers notices of inte! 
tion to renew, in the year 1950. 

The other point on which I feel I should comment relates to the 
resolution of the Missouri Automobile Dealers Association which was 
read into the record. This agar states that no effort was made 
by General Motors Corp. to help Mr. Travis dispose of tools and 
special equipment that he hé " acquired to service such products. In 
this connection, I would like to read into the record a memorandum 
to the file which was - pared by Mr. R. P. Barbata, Buick zone man 
ager, on November 23, 1955. This memorandum reads as follows: 

NOVEMBER 23, 1955. 
(3 copies to Mr. J. W. Waddell.) 
Travis Service Co., St. Charles, Mo. 
Contract file. 
St. Louis Zone. 

For the benefit of the file, I would like to list below a résumé of the results of 
the termination of this dealership which became effective October 31, 1955. 

1. Return of new cars: None. 

2. Return of parts: WH-7s prepared by the dealer and submitted to the 
Chicago Warehouse on November 8, 1955. All items of the WH -7s were ap 
proved for return in the amount of $7,703.75; however, it was noted that the 
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tual parts eligible for return under the terms of our selling agreement would 
tal only $6,505.58 or a difference of $1,198.17 which was actually ineligible for 
eturn but accepted. 

Return of accessories: WH-7s were prepared by the dealer and were for 
irded to Chicago warehouse on November 8, 1955. <All items were approved 
r return in the amount of $595.82 ; however, it was noted the actual accessories 
gible for return totaled only $421.24, or a difference of $174.58 which was 
tually ineligible for return but accepted. 
t+, Return of signs: Mr. Travis approved the return of 6 signs for the agreed 
rice of $142.50. ‘These signs were removed at a cost of $20 and sold for salvage 

a local sign company for $20 net. None of the signs were actually in such 
ondition that we would want to sell them to the incoming dealer. 

>. Return of tools: Mr. Travis approved the return of various tools for the 
creed price of $234.73. These tools are now stored in the MR room of the zone 
fice and it is believed that these tools can be sold for $150 to our new dealer 
when he is appointed. The figure of $150 is a fair price for these tools, 

In conversation, I personally asked Mr. Travis if everything was satisfactory, 
nd Mr. Travis indicated that Buick had taken back everything under the terms 
if our contract, and was satisfied with our handling in this respect. He further 

dicated that he would be willing to discuss with our applicant the lease of 

s building and/or the sale of the remaining parts, accessories, and fixed assets 
that are in his place of business. 

GM 12-59 in the amount of $377.23 was prepared on November 14 to the 
redit of this dealer for the return of the signs and tools. Credit for the parts 
nd aecessories will be completed as soon as the Chicago warehouse receives 
them. 


R. P. BArBatA, Zone Manager. 
With reference to his Pontiac franchise, Mr. Travis stated that 
Pontiac had never directed his attention to the fact that the sales 
performance of his dealership was unsatisfactory. He further stated 
it he had never been advised why Pontiac notified him on July 6, 
), that a new selling agreement would not be offered at the expira- 


tion of his current agreement on October 31, 1955. 

For a number of years the Travis Service Co. has been unable to 
itisfactorily develop the sale of Pontiac motor vehicles in the St. 
Charles area. In 1953 this dealer’s new Pontiac deliveries repre- 

nted 4.10 percent of the industry market in his area compared with 
national average of 6.72 percent, resulting in an efficiency of 61 per- 
‘ent. In 1954 his deliveries represented 2.29 percent of indus stry com- 
ared with 6.47 percent national average, resulting in 35.4 percent 

ficiency. For the first 6 months of 1955 this dealership’s new Pontiac 
deliveries represented 3.07 percent of industry compared with national 
verage of 7.55 percent, resulting in an efficiency of 40.7 percent. 

T his unsatisfactory sales performance was discussed with the dealer, 

d it was specifically brought to his attention _on January 15, 1955; 
February 23, 1955; March 17, 1955; and April 27, 1955. 

On June 28, 1955, the Pontiac zone manager informed the dealer 
hat, in view of his continued failure to satisfactorily develop the 
sale of Pontiac motor vehicles, he had recommended that the dealer- 
ship not be offered a new selling agreement upon expiration of the 
then-current agreement on October 31, 1955. 

The decision by the divisions of General Motors Corp. in this case 

as a considered and informed business judgment. The zone man- 
agers exercised their best business judgments in recommending the 
liscontinuance of a commercial relationship which had proved to be 
insatisfactory. Their judgments were reviewed and concurred in by 
the general managers. 

Mr. McHven. Mr. Hufstader, this letter you refer to of November 

}, 1955, setting forth the various provisions for the returns of parts 


67272—56—pt. 7——_54 
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ind accessories, Was that sometime after this resolution of the Missouri 
lealers Association 4 

Mr. Hursraper. It was; yes. It was after the termination of th 
agreement. Frankly, 1 don’t recall the date of this resolution. 

Mr. McHuen. I am wondering whether or not this letter refers to 
things which were done following the resolution of the automobile 
dealers association, possibly prompted by it? 

Mr. Hursraper. No. Mr. McHugh, this is only an example of 
the care that General Motors exercises in any situation like this to be 
reasonably fair, and in this par*ticular case we simply asked for a ref 
erence on this so that our records would be straight. That is why the 
date of this memorandum—— 

Mr. McHvuenu. But these arrangements for the repurchase of some 
of these parts and accessories had already been entered into sometime 
héford this? 

Mr. Hursraper. They always are on any termination. The contract 
expires October 31, 1955, and obviously, that would be a normal se- 
quence of events, to take place in that or any other situation where 
termination was to be made. 

It is suggested here to point out that from October 23 to November 
2 is4v eeks’ time. Just exactly when this resolution ~ place, we'd 
have to look that up. You have access. We have, too. I don’t recall 
it, Mr. Me enh. 

Mr. McHveu. It is in the record. 

Mr. Hursraper. This would be a perfectly natural, normal thing 

t takes place, in any situation of this nature. 

con Mcllucu. What you are saying is that these arrangements had 

eady been completed in the normal course of the termination of this 


nai ‘r, and they were not prompted by this resolution of the dealers’ 
association. 

Mr. Hvursraper. I would point out to you—do you have the state 
ment—I will read it to you: 

The warehouse WH7s— 


which is just a form number, 
as prepared by the dealer and submitted to the Chicago warehouse on Novem 
ber 8, 1955, and also the accessories November 8, 1955. 

Ife does not say the date on the return of the signs or the return of 
the tools, but I would assume that on November 8 there was a discus- 
sion on that thing. That is obviously 1 week after October 31. 

There would not be any discussion as to any return of tools or any- 
thing else in accordance with the terms of the contract, until after it is 
expired. That again would be quite obvious. 

But again, I want to point out to you that this is characteristic of 
the way we deal with dealers. 

The implication has been given here that the reverse is the case and 
I want to focus and underscore the direct opposite. 

(Mr. Travis’ rebuttal statement follows:) 

AFFIDAVIT OF J. Ep TRAvis, JR. 


STATE OF MISSOURI, 
County of St. Charles, ss: 

J. Ed Travis, Jr., being first duly sworn, upon his oath says that he is a resi- 
dent of the city of St. Charles, St. Charles County, Mo. and for many years a 
dealer in Buick, Pontiac, and GMC trucks, and is and has been the president 
of the Travis Service Co. of St. Charles, Mo. 
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md 


That in answer to a telegram dated December 8, 1955, from Fred Bell of 
Washington, D. C., affiant says that while no direct charges were made against 
he moral character or good reputation of affiant, the nonrenewal of all three 
franchises by Buick, Pontiac, and GMC at the same time did discredit him and 

s organization in the eyes of people of St. Charles and the county of St. 
Charles; that there was testimony as to the competitive spirit of the Travis 
Service Co. and also as to the conservative nature of the community when the 
president of the St. Charles Savings Bank testified that he was driving a 1951 
Buic k. 

That when, according to said telegram, General Motors Corp. through its 
rent said that “the disagreement between Mr. Travis and the Buick and 
ntiae divisions of General Motors Corp. was purely a business matter, the 
complaint registered was failure to develop the sales potential to the 
itisfaction of the Buick and Pontiac divisions of General Motors: 
omplaint from GMC was ever made to Travis Service Co.; that General 
Motors overlooked, apparently, the satisfied customers, honest dealings with 
istomers, and the good will of the community; that in a letter from Buick 
motor division to J. Ed. Travis, Jr., dated November 2, 1954, said company 
said this: “In following up on the service promotion survey made at your place 
of business on September 14 Don Reed has reported that as of October 26 your 
ustomer and labor and parts sales are considerably below your average. In 
this connection we would like to suggest that you counsel with your service 
epartment concerning a reduction in the number of single-item repair orders 
being written. As of the September survey, 31 percent of your repair orders 
vere for single items and sales were low on tuneup, brake reline, porcelainize 

d wheel balance. Quotas were established on the first, second, and fourth 

ems mentioned. Please maintain a close check of your service operation to 
see What progress is being made in selling these items”; that it was impossible 
to comply with the contents of said letter because our customers generally 
cnew what they wanted and did not want the package deal referred to in said 
etter and good relationship between dealer and customer could be maintained 

by giving the customer the things he wanted. 

That according to said telegram, General Motors or its agent, testified thit 
he (Travis) testified that in August 1954 he received a notice from Buick 

otor division that a new selling agreement would be offered to him on 
November 1, 1954, for the term expiring October 31, 1955. “We believe that 


\1 


ir. Travis is mistaken in this particular, since Buick motor division discon- 
nued sending to dealers notices of intention to renew in the year 1950.” 
\ffiant says that if he said it was in August of 1954 he was mistaken as to the 
ate. but affiant says he received a letter from Buick motor division dated 
September 3, 1954, signed by R. R. Barbata advising him that he would be 
ffered a new selling agreement to become effective in accordance with the 
rovisions upon the expiration of the term of his current agreement. Copy of 
he letter is hereto attached and marked “A”; that he also received a letter 
GMC Truck and Coach Division dated September 15, 1954, copy of which 
is hereto attached and marked “Exhibit B”’; and that he also received 
tter from Pontiac motor division to the same effect dated September 15, 
1954, which letter is hereto attached and marked “C.” 
Affiant further says that in reply to the General Motors Corp. or its agent, 
s shown by said telegram, to the resolution of the Missouri Automobile Dealers 
\ssocintion to the effect that no effort was made by General Motors to help 
Travis dispose of tools and special equipment in which Barbata disputes said 
esolution, affiant says that at the time of the resolution of the Missouri Auto- 
mobile Dealers Association, which was released on October 28, 1955, no efforts 
of any kind had been made to assist Travis Service Co. to dispose of its tools 
ind special equipment; that the memorandum referred to in the telegram, 
which was prepared by R. P. Barbata was apparently dated November 25, 1955, 


that no 


ames 
most a month after the resolution of said Missouri Automobile Dealers As- 
ociation. 
\fliant further says that in reply to the statement in the telegram referred to, 
return of aecessories, ete., the facts are that the purchase of such tools 
c juipment to date are Buick, $224.73: Pontiac, $134.48 and GMC, $64.45 
tal of $453.59: affiant further says that Travis Service Co. has sold 


ew denler in the amount of S2ZS.4S; that all tools and 


appraised in 1993 


national appraise 
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said Travis Service Co. purchased a lot of new equipment but have not ha 
it appraised; that in September 1953 said Travis Service Co. sent a letter t 
all three divisions of General Motors, that is, to Buick, Pontiae, and @M¢ 
advising each of them that the assets of Travis Service Co. were for sale 
that the only reply it received was from the Pontiac division. 

Afliant further says that as to deliveries represented of the industry mark 
in the area of the Travis Service Co. zone of influence compared with nationa 
uverages, the statements contained in the telegram referred to are inaccurat 
and incorrect because they are based upon inaccurate registrations, 


STATE OF MIssount 
County of St. Charles, ss: 


J. Ed Travis, Jr., being first duly sworn, upon his oath says that he desires 
to correct a couple of typographical errors made in his affidavit of December 
1955; that the word “your” in the second last line of page 1 should be ‘‘zone 
instead of “your” and said line should read as follows: ‘and labor and parts 
sales are considerably below zone average.” 

Affiant further says that on page 3 of his affidavit of December 9, 1955, iu 
the 20th line on page 38 of his said affidavit, after the word “September,” sai 
affidavit should have read “1955” instead of “1953.” 

J. Ep. Travis, Jr 


Subscribed and sworn to before me this 10th day of December 1955. 
[SEAL] Doris Bernat, Notary Public. 


My commission as a notary publie will expire February 11, 1959. 


Affiant further says that the statement in said telegram as to the Pontiac 
dealership, affiant is attaching three letters marked “D,’ “E,” and “EF” whicl 
will completely refute the things said in said telegram. 


J. Ep. Travis, Jr. 


Subscribed and sworn to before me this 9th day of December, 1955. 


[SEAL] Doris BerNAT, Notary Public. 


My commission as a notary public will expire February 11, 1959. 
EXHIsiT A 


Buick Moror Driviston, 
GENERAL Morors Corpe., 
St. Louis, Mo., September 3, 1954. 
Mr. J. E. Travis, Jr., 
Travis Service Co., St. Charles, Mo. 

Dear Mr. Travis: We are pleased to advise you that Buick Motor Division 
General Motors Corp., is offering herewith a new selling agreement to becom: 
effective in accordance with its provisions upon the expiration of the term of 
your current agreement. We are enclosing a copy of the signatorial attachment 
and terms and conditions to the new selling agreement. 

A recontracting meeting has been scheduled for 11:45 a. m. (Central Stand- 
ard Time) on Wednesday, September 29, at the Chase Hotel, Regency room, 
St. Louis, Mo. It is highly essential that you attend. 

Be sure to bring with you to this meeting the enclosed signatorial attachment 
unsigned—and the terms and conditions booklet—so that the new agreement 
can be executed by you and ourselves at that time. 

There have been a few changes in the agreement which will be covered with 
you at the meeting. 

In connection with the new section relating to local taxes, section 31, you will 
be required to furnish us with your sales/use tax number. If you have not 
already sent this to us, be sure to bring this information with you to the meeting 

Very truly yours, 
ALFRED H. BELFIE, 
General Sales Manager. 
By R. R. Barpara, 
Zone Manager. 
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ExHIBIT B 


GMC Truck & Coacn Division, 
GENERAL Motors Corp., 
Pontiac, Mich., September 15, 1954. 
J. Ep TrAvis, Jr., 
Travis Service Co., St. Charles, Mo. 
DeaR Mr. TRAvis: We are pleased to advise you that GMC Truck & Coach 
ivision, General Motors Corp., is offering herewith a new selling agreement to 
me effective in accordance with its provisions upon the expiration of the 
m of your current agreement. 
(he zone office will get in touch with you regarding the time and place of a 
eeting that will be held in the near future. Will you kindly bring with you 
this meeting the attached selling agreement forms, so that they can be exe- 
d by you and ourselves at that time. 
Very truly yours, 
R. C. WoopHOusE, 
Gencral Sales Manager, Truck Division. 


EXHIBIT C 


Poni1ac Moror DIVISION, 
GENERAL MOorTorRs CORP., 
Pontiac, Mich., September 15, 1954. 
Ep TRAVIS, JR., 
Travis Service Co., St. Charles, Mo.: 


AR SIR: 


We are pleased to advise you that Pontiac Motor Division, General 
ors Corp., is offering herewith a new selling agreement to become effective in 
dance with its provisions upon the expiration of the term of your current 
eement. We are enclosing a copy of the terms and conditions booklet and the 


signatorial attachment to the new selling agreement. 

The zone office will get in touch with you regarding the time and place of a 
eeting that will be held in the near future. Will you kindly bring with you to 
s meeting the enclosed selling agreement forms, so that they can be executed 

tu and ourselves at that time. 

Very truly yours, 
H. E. CRAWFORD, 
General Sales Manager. 


ExHisit D 


Pontrac Moror DIVISION, 
GENERAL Motors Corp., 
ZONE OFFICE, 
S. Louis, Mo., March 8, 1955. 


\, 


J. Ep TRAVIS, JR., 

Travis Service Co., St. Charles, Mo.: 
\s a result of your being a winner in the recent “Tip Topper’ used car cam- 

n which closed February 28, please accept this letter as your invitation to 
nd our Mardi Gras party in the Tiara Lounge of the Park Plaza Hotel, St. 

s, starting promptly at 6:30 p. m., on Wednesday, March 16. 
AS was mentioned in our letter announcing this campaign, the invitation to 
S party is limited to dealers only. 
We have a fine evening of entertainment outlined for you, and will look 
rward to seeing you at the party. 
In the event you will be unable to be with us, will you kindly write me by return 

in order that we may make proper reservations at the hotel? 

Very truly yours, 

T. L. MERIWETHER, 
Zone Manager. 
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ExHinit E 


LOnNTIAC Moror DIvIsIoN, 
GENERAL Morors Corp., 
ZONE OFFICE, 
St. Louis, Mo., September 21, 195. 
J. Ep Travis, Jr., 
Travis Service Co.. St. Charles, Mo. 

Dear Brick: I am most happy to confirm, by letter, the announcement of 
your dealership winning second place in the “Big Game Hunt” contest fi 
sroup No. 2 dealers in the St. Louis zone. 

You are to be complimented on this accomplishment—a truly fine sales jot 
Please pass on to your salesmen the zone’s appreciation for a job well done 
It is never easy to be a winner, but it is so very worthwhile. 

We are attaching a certificate for 25,000 prize points. These points should 
be distributed to your salesmen. Orders for prizes, covering each salesman’s 
share of prize points, are to be mailed by you, together with the certificate, 
direct to Cappel-MacDonald & Co., Cappel Building, Dayton 1, Ohio. It will, 
of course, be permissible for a salesman to include with his order any priz 
point certificates awarded by you. In the event a salesman selects a prize worth 
more than the prize points awarded, it is permissible for the difference to be 
covered by check. Dealer's check should accompany the orders. 

Please niail the orders and certificates as soon as possible. 

Yours very truly, 
T. L. MERIWETHER, 
Zone Manager 


ExHIsiITr F 


PONTIAC Moron DIVISION, 
GENERAL Morors Corp., 
REGIONAL OFFICE, 
Chicago, Ill., September 18, 1958 
Mr. J. Ep Travis, Jr., 
Travis Service Co., St. Charles, Mo. 

DeAR Brick: I just received word from Mr. Meriwether, St. Louis zone man 
ager, that your dealership was the runner-up of your group in our “Big Game 
Hiunt.’ 

Let me congratulate you and your organization on this outstanding accom 
plishment I am sure this contest with the spirit of competition, made your 
organization more sales conscious which resulted in additional new and used 
car sales. 

Please accept for yourself and express to your organization my congratulations 
and sincere appreciation for a job well done. 

Very truly yours 
AL, 
ALLAN F. IvEs, 
Regional Manager. 
Best regards; glad you were in the money. 


GENERAL MOTORS STATEMENT ON HAMRICK MOTORS CO. 


Mr. Hursraper. Statement regarding James T. Hamrick, Hamrick 
Motors Co., Oldsmobile dealer, Mobile, Ala: 

This witness testified in substance that the factory sold automobiles 
to others, including dealers, at less than dealer’s cost, that he had been 
ordered to build a new building by Oldsmobile division, that the fac- 
tory required the dealers to include certain accessories and optional 
equipment on a stated percentage of orders, that he had been unfairly 
treated in car allocations, and that his selling agreement was unjust] 
terminated. 

I would like to deal with each of these charges separately. 





STUDY OF THE ANTITRUST LAWS 


First. sales by the factory at less than dealer’s cost. 
Mr. Hamric : testified at consider: 7 le length regarding an automo 
e sold to a Capt. Thomas Wolfe by the Foreign Distributors di 
on of Ger a Motors Corp. at a price considerably below the 
ler invoice cost. The witness represented to = committee that 
Oldsmobile division sold a model 98 sedan to Captain Wolfe for 
$2.516.65 and that his dealer cost for the same car was $2,893.28 
Our investigation of this transac Po shows that on June 18, 1955, a 
98 Oldsmobile was delivered to Captain Wolfe by Oldsmobile at 
Lansing, Mich., on authorization of the Foreign Distributors division 
f General Motors. The sale had been made abroad by the Kyowa 
Auto C o., Ltd., Osaka, Japan, to a member of our Armed Forces who 
inted de ‘livery in the United States on his return. Our records show 
that Captain Wolfe made a down payment to the Kyowa Co. in the 
amount of nine-hundred-and-seventy-odd dollars and cents—which 
left an unpaid balance of $2,516.65. The price agreed upon by the 
Osaka dealer and Captain Wolfe represented the full list price de 
livered at Lansing, Mich., including delivery charge and export tools 
in the amount of $6.78. 
Through a misunderstanding, the car was delivered by Oldsmobile 
it the factory in Lansing to Captain Wolfe without anyone collecting 
16 balance of the purchase price. It is the first mistake we ever 
made. | Laughter. | 
To collect the balance, Oldsmobile tried to locate the captain through 
lifferent channels including the armed services. Finally, he w: as 
located at Mobile, Ala. Foreign Distributors division asked Hamric! 
Motor Co. as an accommodation to collec ‘t the balance of $2,516.55. The 
aptain paid the full retail price of $3,494.49, not $2,516.65 as claimed 
by Mr. Hamrick, which would have been consider ‘ably less than the 
ost of this car to him at wholesale, as an Oldsmobile dealer. 
This entire transaction was handled in accordance with the General 
Motors policy which permits members of the armed services overseas 


to place orders with foreign dealers for factory delivery immediately 
on their return to the United States. 

Two, construction of building: Mr. Hamrick has testified that 
Mr. Paul Sinclair and Mr. Al Rucker of Oldsmobile division ordered 

m to construct certain additions to his facilities. 

Our investigation discloses that the dealer did add a body and paint 
shop to his facilities and an extension to his service department. 
[t is the policy of Oldsmobile division to require adequate physical 
facilities to properly house the Oldsmobile franchise. However, our 
records and our discussions with Oldsmobile representatives show that 
he did not receive even a recommendation from us, and that he acted 

his own initiative. 

Three, forcing accessories and special equipment: Mr. Hamrick 
testified that Oldsmobile required its dealers to include accessories 
ind optional equipment on a stated percentage of orders submitted 
to the factory. This is untrue. 

Oldsmobile division’s policy with respect to accessories and special 
equipment is that the dealer may order his cars without any accessories 
w special equipment. whatever There are no requirements of any 
kind with respect to such matte.’s. 

However, on certain optional equipment, it is sometimes necessary, 
lue to material shortages, to establish a maximum percentage of such 





gre 
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optional equipment that a dealer may specify. This limitation arises 
as a result of our inability, because of conditions beyond our control, 

in a particular situation, to supply everything that the dealer may 
order. 

Four, car allocations: During the year the number of automobiles 
available to a particular dealer is adjusted to the dealer’s rate of sales. 
sy this we mean that if the dealer’s sales fall off, a downward adjust- 
ment is made in the number of cars made available to him, and if his 
sales increase, an upward adjustment is made. 

Deliveries to Mr. Hamrick during the period 1950-55 were as fol- 
lows: 1950, 361; 1951, 252; 1952, 202; 1953, 223; 1954, 247; 1955 
(through Se pte »mber), 23 

Mr. Hamrick’s sales per formance measured in terms of penetration 
of the market was consistently far below the zone average performance, 
and even farther below the national average performance. The record 
in these hearings shows that in 1954 the dealer obtained 3.3 percent 
market penetration as compared with the zone average of 6 percent 
and the national average of 7.4 percent. Our records show that 
through June of 1955 Mr. Hamrick obtained 3,18 percent of total 
industry in his zone of influence as compared to the zone average of 
7.2 percent and the national average of 8.3 percent. 

They indicate that this dealer had day’s supply of new cars on 
hand in excess of other dealers in the zone in which he operates during 
the 27 10-day periods from January 1, 1955, through Septembe: 
60, 1955. 

The Oldsmobile division offered this dealer an opportunity to ex- 
pand his volume of business in line with the market potential. The 
dealer declined and elected not to accept this offer due to the fact that 
he did not wish to increase his capital investment and facilities. 

This unsatisfactory situation was repeatedly discussed with Mr. 
Hamrick without results. On March 24, 1955, Mr. Hamrick informed 
the zone manager that if Oldsmobile was not satisfied with his per- 
formance, he would resign the selling agreement. Oldsmobile was 
not satisfied and so advised Mr. H: unrick on July 15, 1955. The sell- 
ing agreement was allowed to expire in accordance with its terms on 
October 31. 1955. 


~0 of 


GENERAL MOTORS STATEMENT ON DON B. ROBBINS 


The principal complaint made before this committee by this former 
Buick dealer at Fort Smith, Ark., was that Buick motor division 
interfered with his control over his new-car inventory. The sub- 
stance of the complaint is that the car distributor gave little attention 
to the preference sheet submitted by the dealership, and en a 


disproportionate number of higher priced cars which resultec 
unbalanced inven tory. 

In order to meet this claim, it will be necessary for me to explain 
briefly the distribution plan used by Buick Motor division. 

The first allocation of the initially scheduled production is made 
by the factory to the regions and zones based on the Buick market 
percentage experience of each zone. The zone then prepares an esti- 
mate of the cars which will be made first available to each dealer based 
on the dealer’s participation in his particular market during the pre- 


In an 
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eding year. The dealer is notified by the zone of this estimate, and 
mits wholesale orders to the zone office where they are placed in 

. dealer’s file available for future preferencing by the zone as re- 

ested by the dealer. Periodically the dealer prepares a preference 

eet listing by series and model the order in which he wishes to 
receive the ears. 

When the preference sheet is received in the zone, the cars listed are 
released to the factory at the earliest possible date for production on 

. basis of the zone’s allocation, and the de: iler is notified. The zone 

lice endeavors at all times to keep the dealer’s stock on hand in line 

th good business practices, considering the equities of the other deal- 
in the zone. 

Our records show that Mr. Robbins had as many as 40 new ears in 

ek and never less than 16 new ears in stock at the month end of each 

the first 6 months of 1955 and was selling an average of 11 cars per 
month. This inventory was considerably larger than the invento 

‘the average dealer in the area 

Contrary to Mr. Robbins’ assertion, his inventories were not com 

ed of the higher priced units. The records show that in each 

dl Ly pe I iod fron 1 J: aunuar Vy 10, 1955, to October Ske L955, the dealer 

» had a well-balanced stock of new cars produces l by Buick. The 
cures indicate that in each 10-day period, approxim: ately 70 p vercent 
f the total new-car stock was in the lower priced Special and Cen tury 
ies At no time during this period did Buick refuse to ship the 
lealer new automobiles for which he had a specific customer retail 
order. Buick, however, on several occasions refused to preference the 
ealer’s car orders which were not backed up by specific customer 
orders because his low priced inventory considerably exceeded the 
iverage days’ supply of lower priced cars on hand in other dealerships 
sarea. On many occasions the dealer requested that we withhold 
further shipments, including shipments of the lower priced cars, 
il such time as he could reduce his new ear inventor vy. 

Obviously Mr. Robbins’ trouble was his lack of understanding w ith 
respect to his market and his customer requirements, or his inability 
to control his inventory on a businesslike basis, or an inadequate sales 

rece, or a combination of these three. 

Knowing his problem was in the selling area, over a period of several 

ears back Buick counseled with him in an effort to convince him that 
should hire and train an adequate sales force to profitably mer- 

handise the = available for his market, but he refused to do so. 

Ilis testimony before this committee indicates that he and he alone 
is an expert on inventory control. 

This dealer’s difficulties did not arise from the distribution system 
of Buick Motor division, as he would have this committee believe, but 
from his own demonstrated inability to organize and train an ade- 
quate sales force to merchandise the inventories that he had on hand. 

2. Appointment of additional dealers: Mr. Robbins charged that 
Buick appointed 8 so-called stimulator dealers within a radius of 100 

iles of his dealership at Fort Smith, Ark, and that these dealers 
operating on low overheads made it impossible for him to meet the 
trading practices of the bootleggers in his territory. 

The area described by the witness comprises an estimated 30,000 
square miles and contains 25 dealer points, the great majority of 
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which have been dealer points longer than or as long as Robbins 
Motor Co. 

Buick Motor division does not have stimulator dealers although 
appoints new dealers to serve a market where they are required. The 
appointment of a new dealer at a new point is made only after a care 
ful survey of the available market, giving consideration to population 
trends, payrolls, general economic conditions, and the convenience of 
Buick customers. No new dealership points have been established 
within 100 miles of Fort Smith, Ark., for the past several years. 

3. Selection of carrier: Another of Mr. Robbins’ complaints re 
garding the policies of General Motors Corp. related to the refusal 
of “i company to permit him to select the carrier to tr ansport auto 
mobiles to him from the assembly plant. This matter is controlled 
by the terms of the dealer’s selling agreement which provides in 
paragraph 4—-A as follows: . 

Seller has the right to ship all motor vehicles and chassis purchased by the 
dealer hereunder by whatever mode of transportation and from whatever point 
t may select. However, seller will endeavor, whenever practicable, to follow 
dealer’s requests with regard to routing. 

The orderly distribution of automobiles from an assembly plant 
is one of the most complex problems in the automotive industry. The 
factories have very limited storage facilities for finished products and 
the automobiles must be removed from the plant site as fast as they 
are produced. In order to achieve this end, timely and accurate traffic 
schedules must be established and maintained. Under the practices 
of Buick Motor division, which are not materially different from the 
industry practice in this respect, the automobiles are taken from the 
factory by an independent carrier who drives them to a marshaling 
yard, at which point interstate trucking schedules are prepared and 
put in operation. 

Buick Motor division has more than 3,500 automobile dealers seat 
tered throughout the 48 States. If each dealer were permitted to 
select his own carrier, the orderly flow of finished automobiles from 
the plant would be conditioned upon the timely arrival of these numer- 
ous independent haulers. It requires no special knowledge of the 
automobile business to appreciate the resulting problems and over-all 
increased costs. 

Phe proposal of the dealer that he be permitted to utilize his own 
carrier is canal tely unrealistic in view of the space limitations, 
timing, and cost factors. 

(Mr. Robbins’ rebuttal statement follows :) 


AFFIDIVIT OF Don B. Ronspins 


This affidavit is in answer to the three points contained in Mr. Hufstader’s 
prepared statement concerning Robbins Motor Co. 


I. CAR DISTRIBUTION 


ihe essential question is whether an automobile dealer, a local retail mer- 
chant, is to be permitted to exercise those business judgments which are essen- 
tial to success. The most important of these, of course, is the size and type of 
his inventory. The 1955 Buick selling agreement which the Robbins Motor Co. 
held gave us the privilege of selling Buick automobiles; it also set forth a cer- 
tain form and routine by which estimates of orders and actual orders were to 
be submitted to the seller. 
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These provisions are contained in section 2 of this selling agreement. Section 
» part C, provides, “Dealer, at mutually satisfactory periods, shall submit orders 
r Buick motor vehicles and chasses upon order forms supplied by seller. Or 
ters for any standard products not shipped during the month for which delivery 
vas scheduled will remain in effect unless cancelled in whole or in part by either 
ity upon written notice to the other. However, orders for special vehicles 
i chassis may be canceled only by seller.” Part D provides, “Seller shall 
t be liable for failure or delay in filling orders of dealers where such failure 
- delay is due, in whole or in part, to any cause beyond seller’s control or to 
ny material, labor, transportation, or utility shortage or curtailment or to 
ny labor trouble in the plants of seller or its suppliers or where delivery is 
ohibited, prevented, or delayed, whether or not arising out of seller’s fault, 
dealer hereby releases and discharges seller from any and all liability for 
ny and all damages and losses arising from the failure of seller to fill any 
ders placed hereunder.” 
These sections as we understood them meant that we were to place our orders 
th the factory by the prescribed method and that we then could expect de- 
ery of our ordered automobiles in accordance with these orders. At no place 
this selling agreement is the factory given any right or privilege to refuse 
ship an ordered automobile except for certain reasons beyond the factory’s 
ontrol as set forth in part D of section 2 quoted above. My father’s and my 
e and efforts spent over a period of eighteen years in developing the Buick 
gency in Fort Smith, Ark., not to mention the very substantial financial invest- 
ent of our own money and resources, made it imperative that we be permitted 
0 exercise this local control over our business. During the last several years 
Buick has encroached more and more on this prerogative of local management. 
Mr. Hufstader admitted this when he stated that “the zone office endeavors at 
times to keep the dealer’s stock in hand in line with good business practices, 
nsidering the equities of the other dealers in the zone.” 
We do not complain of isolated instances in which distribution was delayed 
e to the complexities in the operation of this immense corporation. What 
ve do object to is the exercise of control by the Buick zone office in Oklahoma 
ity over our inventory and the right to order and receive shipments. 


This exercise of control by the zone is illustrated by the following examples 
locumented by letters in our files. On April 15, 1955, my father, Boone Robbins, 
ed the zone car distributor, W. G. Blake, in Oklahoma City and requested 
he ship cars that had been on order a long time. This was refused. By 
tter of April 18, 1955, copy of which is attached hereto as exhibit A, Mr. 
impbell, the zone manager, confirmed the refusal to ship these cars and listed 


e automobiles which we then had on inventory according to their records and 
ted that “until such time as you can reduce your new car stock by sales, we 
not think it advisable to ship any cars to you. At the present time the na- 
tional average days supply of new cars is approximately 10 days and accordingly, 
believe you have a well-balanced stock of new ears.” [Italics added.] At 

e time of this interchange our inventory, due to the zone’s failure to follow 
ur preference sheet, consisted of many duplications of automobiles in colors, 
les, and equipment. We were attempting to obtain cars and models which 

» needed and would need to have a well-balanced inventory. The zone office, 

deciding that we didn’t need any more cars, cost us many sales. See our 
ter of May 9, exhibit B, hereto. 

On other oceasions, the refusal to ship ordered vehicles was based on inadequate 
order coverage,” i. e., not enough high-priced cars ordered. On May 20, 1955, 
we received a letter from L. E. Campbell, zone manager, stating that our whole- 
ile orders consisted of 3 series 41, 1 series 46R, 1 series 72, and 1 series 76. He 

stated, “with this type of order coverage we certainly are not in a position 
preference orders in quantity to you since all of these wholesale orders in 
zone office are listed as ‘sold cars’.” Some of these cars, which we had 
eady sold, were not shipped for many weeks because of our “order coverage.” 
This letter attached as exhibit C. 

On August 31 we telephoned the zone canceling four orders due to the nearness 

the 1956 model introduction. One of these cancellations was a Fordor hard- 
top in the Special series which had heen on order since January 12, 1955. We 

d been unable to obtain shipment of this antomobile despite repeated attempts 
Mr. W. G. Blake, zone car distributor, confirmed these cancellations by letter 
f September 1 (copy introduced as exhibit to my testimony before the Com- 

ittee) which states in part—‘‘with your present order coverage it will be almost 
mpossible to preference additional cars other than the three preferenced to you 
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today from your latest preference sheet.” Thus, although the 1955 model ha 
been on public sale for 10 months, we still couldn’t obtain delivery on cars whi 
had been ordered for months. The excuse given was “order coverage.” BE 
ordering the high-priced models, we presumably could have also received the cars 
we really wanted. This policy of requiring ‘‘order coverage” is probably or 
source of “bootleg” cars. Some dealers, in order to obtain cars they need, ord 
others they don’t need and then bootleg them out. 

The letter of April 18 from Mr. Campbell, quoted in part above, illustrates 
I believe, the Buick policy of attempting to control the dealer’s inventory. This 
shows a definite instance in which our own judgment as to the cars we needed 
to fill out our inventory and to assist us in making sales was overruled by the 
zone manager and our orders refused. There were numerous other such i: 
stances. The May 20 and September 1 letters set forth the Buick policy o 
refusing to ship ordered automobiles unless we had “order coverage.” Cer 
tainly under these circumstances I agree with Mr. Hufstader that we ws 
unable to control our inventory on a businesslike basis. Whether we were suti 
ciently “expert” to successfully manage our inventory has never been teste: 
since the zone office controlled it for us. 

Mr. Hufstader’s statements with reference to the percentage of low-priced cars 
in our inventory from January 10, 1955, to October 31, 1955, are completel) 
misleading. The Century series automobile which he includes in the low-price 
inventory, with equipment retails for as much as $3,600. The lowest pric« 
Special series retails for approximately $2,300. Although there is only a $2 
spread between the base price figures on the Century series and the Specia 
series, as a practical matter, the Century series is seldom made or sold in 
stripped condition, whereas the Special series is frequently sold in such conditior 
For example, the factory recommends that the Century not be sold with straight 
transmission but that it be equipped with dynaflow. This in itself adds $200 
to the Century series. Accessories and power features are much more fre 
quently added to the Century series by the factory, thus further increasing th: 
price differential. It is thus misleading to list the Century series as a low-priced 
ear and Mr. Hufstader’s statistics, based on this fallacy, do not present a tru 
picture. Furthermore, even if our inventory had been 100 percent Specials 
unless they had the body style, color, and equipment our customers wanted, the 
would not provide us with the necessary inventory for making sales. Only t! 
local dealer could make such as decision as to customer wants. 


Il. APPOINTMENT OF ADDITIONAL DEALERS 


In four towns near Fort Smith new Buick dealer points have been established 
in the postwar period. There have a total of 8 dealers at these 4 points 
since their establishment. These eight dealers, operating with minimum over 
head and scant service facilities, registered in their own area cars that were 
sold in the Fort Smith market at slight profit. Apparently these dealers were 
following the policy the factory tried to force us to follow—high volume at 
minimum profit. The rapid turnover in these dealers reflects the unsuccessful 
ness of this approach to automobile retailing in Arkansas. If Mr. Hufstader's 
statement with reference to the careful study made before establishing a new 
dealer point is true, then the factory should have realized that these four rural 
areas could not support Buick agencies. Considering the way sales were made by 
these “low overhead” dealers to Fort Smith customers, we believe these agencies 
were installed and maintained as “stimulators”. 


III. SELECTION OF CARRIER 


We recognize that the distribution of automobiles from an assembly plant is 
a very complex problem. For efficiency purposes it probably is advisable for 
the factory to control this situation and handle it through a contract carrier as 
is done by General Motors. The question though is why we were forced to pay 
GM an average of $600 for each 4 cars delivered to us when an established 
licensed carrier would carry the same load from Flint, Mich., to Fort Smith for 
$380. Buick assembled our cars in Kansas City and trucked them from that 
point. Surely the rail freight on parts from Flint to Kansas City, plus the 
charges of GM’s contract carrier who handles thousands of cars for them, cannot 
be $220 more per carload of 4 automobiles than an individual carrier re- 
stricted to a limited number of shipments finds it necessary to charge for truck 
ing the completed automobiles all the way from Flint. 
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lis “phantom freight” charge, which my competitors on the used-car lots 
» not required to pay, put us in a poor competitive position. My attempts 
ibtain relief on this problem from Buick officials were without effect. Mr. 
fstader’s testimony evaded this vital issue, just as have Buick officials in the 

GM should be required to explain this padded freight charge, I believe. 


Dan B. ROBBINS. 


oF ARKANSAS, 
County of Sebastian, ss: 
n b. Robbins, being first duly sworn, states that he has read the above 
regoing and that the matters and things therein contained and set forth 
ue and correct to the best of his knowledge and belief. 
DAN B. Ropsins. 
Subscribed and sworn to before me this 16th day of December 1955. 


} 


SEAL LA VERNE ELSKEN, Notary Public. 


commission expires March 17, 1956. 


EXHIBIT A 


BuiIcK Moror DIvIsion, 
GENERAL Morors CorpP., 
Oklahoma City, Okla., April 18, 1955. 
BOONE ROBBINS, 
Robbins Motor Co., Fort Smith, Ark. 


lyeaR Boone: Mr. W. G. Blake informed me that you had called him on 
15, requesting that we preference cars again for you. 
records indicate you have the following new cars in stock: 3 41’s, 1 4 
ight, 4 48, 1 61, 1 66C, 8 GER, 3 52, 2 56R, 2 72, 3 TGR. 
Your days’ supply has been running: March 10, 112.8 days; March 20, 125. 
ys; March 31, 81. days; April 10, 73.8 days. 
Before March 10 you were running considerably in excess of 2 months’ 


ay 


y of new cars. Until such time as you can reduce your new car stock by 
es, we do not think it advisable to ship any cars to you. At the present 


e natioval average days’ supply of new cars is approximately 10 days and 
dingly, we believe you have a well balance stock of new cars. 
Yours very truly, 


LL. E. CAMPBELL, Zone Manager. 


EXHIBIT B 
May 9, 1955. 
L. E. CAMPBELL, 
Buick Motor Division, 
General Motors Corp., 
Oklahoma City, Okla. 


DEAR Mr. CAMPBELL: In reply to your letter of March 11, regarding your 
ntentions relative to your recommendations for our franchise renewal, please 
e advised that the following information is submitted for the record. 

We began this year as last year, by submitting orders in sufficient quantity 

facilitate shipping. This year as last year, we immediately lost control of 
ir inventory. Colors, series, equipment items were duplicated to the point that 
ir most useful tool, our inventory, was fast becoming a liability rather than 
an asset. Accordingly, we canceled those orders which made further duplica- 
tion imminent. You are requested to take special notice of the rate of shipment 
uring this period, and you are further reminded that there has been no period 
iis year in which your car distributor has been without an order of some 
lescription. 

Today 50 percent of our inventory consists of 66R’s. We have two 52’s, both 
\ir-conditioned, no 46R’s, one 41, and two letters from you. One letter dated 
March 11 states that we must improve our price-class performance or lose our 
franchise. The other letter states that you cannot fill current orders because 
f excessive inventory. Yet the top six cars on the preference sheet you chose 

to ignore, were sold at the time they were submitted. No preference sheet has 
een received from your office in over a month and we are again losing sales 

r lack of a balanced stock. 
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When you wrote your letter of April 12 refusing to ship those cars requests 
via telephone you were attempting to manage a portion of this business 
remote control. Frankly, we think you are too busy to give this one agen 
the study and observation that this policy calls for. We ordered those ca) 
anticipating a lag in your distribution. Our timing appears to have been abo 

cht. However, we did not anticipate a 80-to-60-day discussion prior to s} 
ment 

This same attitude preceded our visit to Flint last year. We were assu 
at that time that we could look to you for cooperation. Your actions this year 1 
date indicate th: mare making an effort first by greatly accelerating yo 
rate of shipment to build a surplus inventory. Then having established this 
condition at a given period of time, to cut off shipments for the remaining 
portion of the good selling season, concluding the operation with the contentio: 
that we have failed to get price class. Is this your concept of cooperation? 

We would prefer to continue the purchase of our automobiles in the othodo: 
fashion. However, we now have access to transport facilities and can if you 
compel us to, bring in any make or series of our choosing from other sources 

If you have a sincere interest in Buick’s price class position in this are 
we suggest that you fill our orders. 

Yours very truly, 
Rossins Moror Co., 
Don B. ROBBINS. 


EXHIBIT C 


Buick Moror Division, GENERAL Morors CorpP., OKLAHOMA CITY, OKLA, 

May 20, 1955 
Mr. Boone ROBBINS, 
Robbins Motor Co., Ft. Smith, Ark. 

Dear Boone: We have been advised by our central office that a recent advertis 
ment calling for the insertion of a local delivered price was omitted from one 
of our recent advertisements. The Southwest Times informed our central offic 
that you refused to furnish the price and would not approve the advertisement 
because you did not have that particular model on display. 

At the present time your wholesale orders in this office consist of the following 
11, 3; 46R, 1; 48, 0; 63, 0; 66R, 0; 52, 0; 56R, 0; 72, 1; 76, 1; and, of course 
no convertibles or estate wagons. 

As you can see, you did not have an order in this office for a 48 “stripped 
With this type of order coverage we certainly are not in a position to preference 
orders in quantity to you since all of these wholesale orders in the zone office 
are listed as “sold” cars. 

We cannot recommend too strongly the value of price advertising in today’s 
competitive market. 

Yours very truly, 
L. E. CAMPBELL, Zone Manage) 

Mr. Hursraper. Billingsley Pontiac Co., Pontiac dealer, Portland, 
Oreg. The following is submitted with reference to the testimony by 
Mr. S. W. Fraser of Billingsley Motor Co., of Portland, Oreg. 

Senator O’Manonry. Mr, Hufstader, before you proceed with that, 
I desire merely to observe that this report you have made on thie 
selection by the local dealer of his own carrier illustrates one of the 
points which, if I am to judge by the letters and telegrams received. 
Is agitat Ing the local dealers and the locals dealers associations. The, 
feel that the managerial control and direction of their own operations 
is a deprivation of their independent rights. I am not making 0 
attempting to make any judgment about whether they are right 01 
wrong. But when you say that it is important for General Moto: 
to determine for itself, without regard to the local dealers, the method 
of transportation of cars, in conditions such as this particularly, yor 
are saying only that central control should be preferred above loca! 
control. And of course that is a basic issue in all industry and in al! 
our economic and commercial relations. That issue is presented to us 
vis-a-vis Government and vis-a-vis industry. 
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Vir. HUFSsTADER. Senator, I thnk that to undertand this we have 
envored rather briefly to point out what the particuar problem 
sIwed is. 

Senator ¢ AY \HONEY. \ eS, I think you have done that. 

. HUFSTADER. The question of central control on this thing is not 
to this whole thing at all. 
i it 1S ve ry easy for a dealer to get a fetish on this thing and 
ntain that the factory is dictating to him, whereas the fact of the 
itter is that it 1s inherent in the particular problem which confronts 
And I think that if you could understand a little better the fact 

that you are trying to tr: anslate and merge, to integrate am: iss- produc 

1 business for the benefit of the dealer on a custom basis one at a 

‘versus a mass-production thing, you will appreciate the problem 

s to integrate this thine. 

Phe aspect of tryin a to have centr: al con itrol on this thing in terms 
of the way you have presented it isn’t inherently in it at all. We are 

vine to work it out as equitab 4 as we know how for the dealers’ in- 
terest and in relation to our particular problem. 

Senator O"Manoney. I give you credit for all that you say. In the 
observations that I am now making, I am merely pointing out—and 
every Member of Congress knows it, whether in the House or in the 
Senate—that local economic independence is diminishing, and the cen- 
tral economic control is taking over. This is precisely the center of the 
economie war in which the people of the United States are engaged 
with Soviet Russia. In Russia the Government thinks that the prob 
lems of production and distribution are so great that they must take 
over. 

I need refer only to the farm problems, so as to make sure that what 
I am talking about is not General Motors or the automobile industry 
tself at all. But they tried collective farming in Russia, based upon 
the theory that the bureaucrats could run the farms better than the 
farmers could run the farms. Well, we have that same controversy 
here in the United States, vis-a-vis the Government, whether the farm- 
ers can plan it better or the Government can plan it better. I am the 
first to say that in my opinion the Government has made a sad failure 
of planning for farm production and distribution. 

So that the picture that we are developing here illustrates the great 
task of American citizenship, and that is to establish a rule of under- 
-tanding between big industrial management and the local business 

» that both ean live. 

These automobile dealers associations and the automobile dealers 
io are wiring to me in such great numbers are fearful that the pres 
nt policies of the automobile industry—and I now refer to all of them, 
ot only General Motors, but Ford and Chrysler also, and the others 
ich that presently, unless there is a change, the local dealer will 
0 ieee be local at all. 

{nd that is why I said at the outset of this hearing that I hope that 
the time will come when the representatives of national business and 
the representatives of local business, the consumer as well as the pro- 

ucer and the distributor, can sit down together in an amicable con- 
ference and see if we can’t work out a rule that will allow both to live 
and to profit. 

Mr. Hocan. I wonder if you haven't misinterpreted or misunder 
stood the complaint on that score. As you know, to transport auto- 
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mobiles between the towns you have to have a permit from the Int 
tate Commerce Commission. 

Senator O’Manoney. Yes, I know. 

Mr. Ifougan. They are common carriers. There are relatively fey 
of these truckers that do have these rights. And there are relative! 
few that could lawfully and legally engage in the business. 

Senator O’Manoney. May I give you an illustration—— 

Mr. Hogan. May I just continue for a moment ? 

Senator O’Manoney. Yes. 

Mr. Hogan. The other point, I think you may find upon analysis 
of his complaints that he wants to tow our cars from the factory o 
drive them over the roads. And because that was done in the past 
and there was so much criticism from the customers that their cars 
had been abused, General Motors requires the dealer to take them so 
that they do not touch the road. 

Senator O’Manoney. I understand. I listened to the testimony 
of this witness and to the rebuttal, and I am not rendering any judg 
ment on that at all. Iam just citing it as an illustration of this basic 
conflict. And it has been going on for years. 

i me give you an example that is altogether outside your field. 
WI [ first came to Washington, I came here as the secretary of 
Senator naa the State of Wyoming. I studied law at night and got 
out of the secretaryship as soon as I could, and into the practice of 
law. 

Well, Congress had passed a 640-acre homestead law, and it had 
passed a law with respect to the leasing of coal lands on the publi: 
domain. And, when I began to look at those and try to handle the 
letters that were coming in from homesteaders, I found that in the 
640-acre act the homesteader was not permitted to use his own judg- 
ment as to whether or not this land was suitable for his purposes. 

And, the a, Survey would send out a representative and 
then say “Yes” or “No” with respect to the reception of the homestead 

application, yousee. In other words, a Government official in the cit) 
of Washingion would judge whether or not a citizen of Wyoming 
could settle on a particular 640 acres. And it was the bureaucrat’s 
decision as to the availability of the land and the value of the land 
that determined the action of the homesteader. 

Now, with respect to the coal land, a small man with a truck and 
a couple of shovels could go out and find a coal vein, and he would 
want to get the lease, dig the coal, and sell it in his neighborhood. 
The Government would say, “Your judgment is bad, you c: an’t make 
a profit, youec an’t succeed, we won't grant your application.” 

So the Government agent felt that he was doing a service to that 
coal applicant, and to that homesteader. But the homesteader would 
say, “It is my life that I want to live; if I want to live it on the 
640 acres of desert land, what business is it of a man in Washington 
to say I can’t do it?’ 

So that is a thing which has been growing, developing together in 
the Government and i in business. It is inev itable. the bigger Genera! 
Motors gets the more local communities it affects and the more local 
people it affects and the more of their daily lives it affects. 

So there is no reason, as I see it, why, with this great issue having 
been raised with a lot of emotion on both sides—may I say, though. 
General Motors in its presentation here, I think, is to be complimented 
by the fact that it has been pretty free of emotion. 
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\ir. Hlogan. Weare speaking of facts. 

Senator O'Mantonry. We are trying to stick to the facts, too, Mr 

oan. And the facts, I think, all point to what I am now saying 
ou, and that is why I feel that one of the most important thing 
t Congress could do is to get the leaders of business and the citizens 

{ the country, the dealers of the country, if we Waht to refer to the 
omobile business, together, and on anh amicable basis let’s W rite 

the rules to govern this industry. 

Mr. Currice. Mr. Chairman, this is a very interesting speech that 

11 have just made 

Senator OManoney. Pardon the speech. 


\Lr. (‘URTICE. Precipitated by one little clause n the agreement 















eh has been the same for man 1y, Many years 
Senator O'Manonry. That was pust the | 100k upol which | hung the 














Mr. Currice. Because it has to be. Each dealer knows full well 
he ears are voing to be delivered to them by motor transport, if 
ossible; if not, by rail. 
Senator O'Manonry. Lunderstand. Iam not judging on that. 
Mir. Currice. And they know that each vear when they 
selling agreement. 
Senator O'Manonry. You may be right about it: 1 don’t 
Wrong about it. 
Mr. Curtice. And from a business standpoint, I think that 
dgment would prevail, because of our experience 
vt experience. 
Senator O'Manonry. M: iybe you c ‘oul | convince the dealers of that. 
Mr. Curtice. And I just want to say one word about the effect of 
‘General Motors Corp. upon communities. The effect is for the 
olf ire of those communities in which we operate, and I am quite 
‘that we are so regarded in every community, and in all walks of 
fe. as making a great contribution to the gre: at ly increasing standard 
‘f living of our people. 
enator O'Manonry. Why, of course, I do not deny that. Of course 
s true, 
Mr. Currice. I just w: _ to make a little speech too. [| Laughter. | 
Mr. Hogan. I raised it because of the curiosity about complaining 
bout that particular point, when you have very little latitude, par 
cularly when the Interstate Commerce Commission decides who the 
people are that are going to travel. 
Senator O’Manonry. All of that, Mr. Hogan 
Mr. Hogan. You micht have a lot of friends. 
Senator O’Manoney. It was just a hook on which | 
peech and Mr. Curtice’s speech. | Laughter. | 
Mr. Currice. I could not agree with you more that our 
be established and conducted—or the conduct of 
ur hands and not in any bureaucrat’s. 
Senator O'MaAanoney. Well, of course, may I say. too, that Mr. 
—s you may be leading directly to that end. 
Mr. Currice. I do not think so. 
Senator O'Manoney. That is what I am afraid of. 
Mr. Curtice. I do not think so. 
Senator O’Manoney. Proceed. 
Mr. Hursraper. Next is Billingsley Pontiac Co., Pontiac dealer at 
Portland, Oreg. 
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STUDY OF THE ANTITRUST LAWS 
GENERAL MOTORS STATEMENT ON BILLINGSLEY MOTOR CO, 


The following is submitted with reference to the testimony by \M 
S. W. Fraser of Billingsley Motor Co., of Portland, Oreg. 

Mr. A. M. Work first purchased a financial interest in this — 
on May 11, 1936, operating under the trade name of Billingsley Po, 

-Co. He purchased the remaining financial interest on Ani 
191 t, and after that time operated as a sole proprietor. 

From April 1944, when Mr. Work acquired full ownership of 1 

lingsley Pontiac Co., until August 51, 1955, the total net profit, owner's 
ee and bonuses totaled $1,520,000. On October 31, 1955, 
selling agreement expired by its terms, and was not renewed. 

Mr. S. W. Fraser was employed on January 1, 1950, as a 
general manager of Billingsley Motor Co. Tle had no finaneial int 
est whatever in the dealers ship, at any time. 

ie. Fraser has testified before this committee, and has infer 
that Pontiac’s efforts to interest Mr. A. M. Work in making a fina) 
investment in other Pontiac dealerships amounted to badgering 
into making such investments and that they were questionable b 
hess ventures. 

Here are the facts: 

The records show that Mr. Work made an investment of $40,000 
the Totem Pontiac, Inc., Seattle, Wash., on January 6, 1941. M 
Work sold his interest in this operation on November 7, 1950.) Duri 
this period of time the net profit, owners’ salary, and bonuses, pr 
duced by this - alership, amounted to $614,000, 

On April 29, 1944, Mr. Work made an investment of $50,000 re} 
senting ap proxi imately a one-half interest in Central Pontiac Sal 
Seattle, Wash. He sold his interest to his partner on March 1, 193: 
During this period of 8 years and 10 months the total net profit a 
owners’ salaries amounted to $1,554,000. 

Referring again to Billingsley Pontiac Co., when the market becan 
competitive for Pontiae in the latter part of 1953, it was noted that 
this dealership was not able to properly cope with oy situatio 
As a result Pontiac arranged a conference on December 17, 1953, 
discuss means of improving the sales performance of the dealershi 
The Pontiac zone manager pointed out that it would be advisable fo 
Billingsley Pontiac Co. to build a stronger sales organization to etfe 
tively compete in the market. Pontiac expl: Lined that a fair apportio 
ment of the Portland metropolitan area would indicate that Billingsley 
Pontiae should handle 35.5 percent of that market. Mr. Fraser, «s 
the dealer’s general manager, agreed to this in prine iple and acknow! 
edged that the dea lership’s sales job had not been satisfactory. [le 
also recognized that the six new-car salesmen then employed coul 
not do the job and stated he would hire additional salesmen to assis! 
the dealership in selling its share of the market. 

Frequent followup contacts were thereafter made. 

Because no progress had been made by the dealership in the develop 
ment of its sales management and organization, a meeting was 2! 
ranged for September 13, 1954, with Mr. Work at the Pontiac zone 
office. Mr. Fraser accompanied Mr. Work to this meeting. 

Pontiac again advised the dealer with respect to the deficiencie- 
of the operation, namely : 
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The dealer had not satisf: ictorily deve ‘loped the sale of Pontiac 
in the dealer's area of responsibility. It was pointed out that 
ne 1955 Billingsley’s sales performance was 166 cars short of 

rage sales performance, and further that in the early part of 1954 
this dealership’s sales were 21.6 cars per month short of average sales 
performance. 

The dealership had not employed a sufficient number of capable 

i well-trained salesmen to properly penetrate the new car market. 

On January 1, 1954, this dealership had six new car salesmen. On 

July 31, 1954, there were four new car salesmen. The productivity 

the new car sales force at July d1, 1954, was only 19.7 cars per 

h—as compared with approximately 41 cars required to 
rage job. At this meeting Mr. Work advised his general manager. 

Mr. Fraser, that the building of an adequate sales force 

nlity. 
The hiahagement and sales policies of the dealers 


’ 
ado an 
Wis his re 


Sill p were not 
icive to an efficient operation na highly compe titive expanding 
rket 1 _ with the dealer's sales resp onsibility. Mr. Work’s 
ention was called to the fact that he was the owner and operator of 
i large Pontiac dealership in a metropolitan area and that Pontiac 
pected him te » provide the type of operation that would secure a 
tisfactory shai of the available business and produce a satisfac tory 
profit for the dealership. 
Thereafter in confirmation of the discussions at the September 13 
eelLing, Mr. Work was advised of these deficiencies by letter dated 
September 15, 1954. He was also advised that unless satisfactory 
provement was made at an early date it was not the intention of 
Pontiae motor division to offer Billingsley Pontiac any further selling 
ireement beyond the exp) iration date (October 31,1955) of the agree- 
ent, which he would receive the following month. 
From October 1954, through July 1955, 28 different contacts were 
made by Pontiac zone and regional personnel with this dealership 
lin an effort to assist and encourage a correction of the recognized 
} oblems. 
On June 15, 1955, the Pontiac zone manager made another review of 
ie deale rship operation with the dealer. It was noted that the deal 
‘ip had increased its new car sales organization to a total of eight 
esmen on January 1, 1955. However, in June, at the time of this 
review. the number had been reduced to seven. 
lhe following chart illustrates the unsatisfactory sales performance 
his dealership : 








ew ir sales—all makes—Por 


tland metro- 


itional average percent of industry 6. 06 6.6 
juired to provide average performance 





Portland metropolitan market 1, 907 1, 39¢ 1, 147 1, 57 l t 1, 202 
Pontiae share of responsibility—35.5 per- 
f Portland metropolitan market 626 495 4107 57 491 
vy Pontiae actual new car sales 592 45 19 } 263 24 


of efficiency is determined by dividing actual sales of Billingsley Pontiac Co. by the number of 
; representing the dealer’s share of responsibility. 





























































































































































































































































ITRUST LAWS 
5) the dealer sold 391 cars in a larger market of 23.363 f 
cent performance. 
chart speaks for itself. 
1954 the 263 sales by this dealership ina market of 21.393 resul] 
1 per formance of only 55.6 pe reent. 

I or the first 6 months of 1955 the dealer sold 524 cars in a market 
of 15.926. While this was an improvement over 1954, it still lacked 
the degree of effort required for a large metropolitan dealer to operate 
hanexpal ding market. 

Therefore, Pontiac motor division advised the dealer on July 
1955. that a new selling agreement would not be offered to Billings}. 
Pontiac Co. upon the expiration of its then current selling agreer 
in October 1959. 

The dealer did he contact Pontiae with respect to this notice, 
on Septem hn Ld the Portland Pontiac zone manager, Mr. T 
King. visited edaneane 

erie: this contact the subject of the selling agreement was 
cussed and the zone manager offered to assist the dealer in locat 
t buyer for the physical assets of Billingsley Pontiac Co. 

Mr. Work avi sed that he was in no position to discuss his futur 
plans saga he might decide to contact Mr. Crawford. Mr. King 
told him that this was his right and privilege. 

Thereafter, Pontiac motor division received a letter dated Septen 
ber 20, 1955, from Mr. William H. Kinsey, an attorney in Portland, 
Oreg., who apparently had been engaged by Mr. Work. Mr. Kinsey 
accused Pontiac of unfair distribution prior to 1950 and threatened 
le ‘gal action against Pontiac. 

he letter stated in part: 

Mr. Work does not acquiesce in any termination of the dealership. We hav 
been instructed to take all steps necessary or appropriate for the purpose 
asserting and enforcing any and all rights that Mr. Work may have for wrongful 
termination of the dealership and for any other breaches of the dealership agree- 
ment by Pontiac. 

Acknowledgment of this letter was made by Pontiac and an invita 
tion was extended to Mr. Work for a conference in Pontiac, Mich.., t 
provide Mr. Work with an opportunity to present any facts, figures 
or information which might not have been previously made available 
to Pontiac. 

Mr. Work accepted Mr. Crawford’s invitation and a conference was 
held on October 18, 1955, at Pontiac, Mich., with Mr. H. E. Crawford, 
general sales manager, Mr. R. E. Thompson, assistant general sales 
manager, Mr. T. L. King, Portland zone manager, and Mr. E. D. Foley, 
administration manager. Mr. S. W. Fraser accompanied Mr. Work t 
this conference. 

\t this time Pontiac reviewed the performance of Billingsley 
Pontiac during the previous 2 years. The dealer was given the oppor 
tunity to present any new or different information. Mr. Work pr 
sented none. He merely expressed his desire for a new selling agree 
ment and asked Mr. Crawford what he should do to improve his per 
formance. Mr. Crawford reminded Mr. Work that Pontiac had sug- 
vested what he might do in December of 1953 and at numerous subse 
quent meetings. ; 

Mr. Crawford advised Mr. Work on October 20. 1955, that he had 
presented no new information which would cause Pontiac to reverse 
its previous decision of July 26, 1955. 
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allegations made by Mr. Fraser on this record were not 
ded on fact and should be corrected. 
\ir. Fraser testified that Pontiac motor division shoved 60 cars 
In 10 days from October 21 to October 31, 1955. 
(he following chart indicates the quantity of 1955 and 1956 model 
ic Cars shipped to B llingsley Pontiae Co. by 10-day pel iods dut 
e month of October 1955. 


these Cals were made available » Billingsley Motors to give the 
iler enough cars to fill retail ame rs on hand during the period 
pproaching the expiration of his selling agreement. Moreover 
ontiae agreed to repurchase any of Billingsiey’s cars upon expiration 
his selling agreement. 
In Mr. Fraser’s testimony he charged that Pontiac Motor divi 
n’s new dealer, Meadows Pontiae Co., who replaced the former 
illingsley operation in downtown Portland does not have facilities 
d that he is doing the service work for Meadows Pontiac Co. 
Meadows Pontiac Co. executed a Pontiae selling agreement on No- 
mber 25, 1955, but did not obtain the required city and State licenses 
operate as a retail merchant until November 28, 1955. 
Mr. Fraser’s testimony before the committee was on November 30 
d he had departed from Portland for Washington on November 28. 
Meadows Pontiae Co. was established in temporary facilities and 
the time of signing the selling agreement the dealer advised Pontiac 
y letter that he recognized that the facilities were inadequate, 
knowledged that they were temporary, and agreed to provide satis- 
tory permanent facilities on or before October 31, 1956. 
‘| he temporary facilities acquired ana occupied by Meadows Pont ine 
. consist of a main building, having 8.000 square feet on the ground 
or, including a 4- to 5-car showroom. offices, and a 12-stall service 
irtment. The basement of this buildi ng consists of 2,500 squi ire 
and is utilized for storage purposes. The second floor of the 
ulding contains 1,600 square feet which is used for bulky parts 
torage. In addition the dealer has a 100-foot by 100-foot lot for 
istomer parking located within a half block of the rear entrance 
to his main building. 
he dealer has acquired a used-car lot, 125 feet by 150 va diago- 
Ny across the street from the main building. In addition the dealer 
is agreed to either provide 7 to 9 additional service stalls in a te mpo- 
rary structure on the customer parking lot or to acquire other service 
‘ilities in the immediate area of the main building. 
"p ontiac zone personnel contacted the dealer, Mr. M. M. Meadows. 
th respect to Mr. Frazer's accusation that Billingsle *y Motor Co. was 
loing the service work for Meadows Pontiac Co. and was advised by 
Mr. Meadows that he has neither had any arrangement nor does he 
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expect to have any arrangement with Billingsley Motor Co. to do a 
of his service work. 

From Mr. Fraser’s testimony with respect to Pontiac’s cooperativ: 
price advertising, it is ap parent that he does not have a working 
knowledge of the policies under which Pontiac Motor division’s pr 
advertising is released. 

Price advertising is neither released nor paid for by Pontiac Moto: 
division for any dealer, unless and until the price shown in the adv 
tisement has been authorized in writing by the dealer. Such an a 
thorization letter from the dealer sets forth the model car, the exa 
dollar amount which the dealer desires to have shown in the advei 
tisement, and the accessories and optional equipment, if any, include 
in such price 

Mr. Fraser testified that Mr. Stranahan, Pontiac dealer at Hillboro, 
Oreg., advised a Pontiac represent: itive that he could not take an 
more new cars at the end of the 1955 model year, and that in reply t! 
Pontiac representative said: “You are through.” 

After interrogating all persons who might have contacted Mr. 
Stranahan, we are satisfied that no person in the Portland Pontia 
zone oflice or any other Pontiac office ever made such a statement to 
Mr. Stranahan. 

Mr. Fraser testified that this same dealer had also been told by a 
Pontiac representative that “You won't get any new cars when the 
new cars come.” ‘The only Pontiac representatives having authority 
in this area deny having ever made any such statement to Mr. 
Stranahan. 

As a matter of fact, this dealer was shipped 4 1956 model cars prio1 
to the announcement date on October 21, 1955: 1 car on October 28: 
1 car on November 1; 4 cars on November 15: 2 cars on November 16: 
5 cars on November 19: and 1 car on November 26, for a total of 
1956 models within a period of 35 days. 

The above facts support the fact that new-car shipments did go 
forward to this dealership on a very satisfactory basis. 

Mr. Fraser testified : 


i 


A little dealer at Gresham said they wanted him to take so many Cars or they 
would not renew his contract. 

The district manager covering Gresham, Oreg., Mr. J. A. Neelands, 
who normally contacts this dealership, and the assistant zone mana- 
ger who contacts this dealer, both state that no such statement was 
ever made to this dealer. 

The following information pertaining to cars shipped to the Pon- 
tiac dealer at Gresham, Oreg., is submitted to support Pontiac’s con 
tention that such shipments were well within this dealer’s normal 
rate of sales. 

On August 31, 1955, this dealer had a new-car inventory of seven 
units. Six cars were shipped to the dealer during the month of Sep- 
tember, the final shipment going forward on September 16. The 
dealer received 4 1956 model cars for the new-car announcement on 
October 21, 1955, and was shipped 1 additional 1956 model on the 28th 
of October. During the month of November 6 cars were shipped to 
this dealer. One additional car scheduled for shipment in November 
was not released by the assembly plant for shipment until December. 

The record of shipments speaks for itself—the dealer having sold 
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ars for an average of 8.5 per month, during the first 10 months 


voe 


Mr. Fraser’s rebuttal statement follows:) 


AFFIDAVIT OF S. W. FRASER 


(OREGON, 
nty of Vultnomah, ss: 


=. W. FRASER, being first duly sworn upon oath, depose and say: 


Mr. Hufstader of General Motors stated before the O’Mahoney com 
that Mr. A. M. Work first purchased a financial interest in this company 
gsley Pontiac Co.) on May 11, 1936, and he purchased the remaining 
est on April 29, 1944. This statement is incorrect. Mr. A. M. Work first 
sed a financial interest in Billingsley Pontiac Co., on August 30, 1937, 
September 27, 1939, purchased the balance of Billingsley Pontiae Co. 
vears 1937, 1938, 1939, and 1940, Billingsley Pontiac Co. had a net earn 
$9,227 There were 1,325 new Pontiacs sold with a net profit of 
ner Car Mr. Work has never taken out any money from Billingsley Pontiae 
cept to pay the income taxes on its business, and for several years, notably 
nd 1951, Mr. Work paid the income tax on the business from other 
f income, all of the earnings having been plowed back into the business. 
lities were inadequate. At that time, there was 15,000 square feet of 

n the building, which was increased to 90,000 square feet. 
Hufstader further states that Mr. Work purchased one-half interest in the 
Pontiac Sales of Seattle, Wash., on April 29, 1944. This is incorrect. 
ts are that Mr. A. M. Work organized the Central Pontiae Sales Corpora- 
* Seattle, Wash., in November 1936 with $50,000 capitalization and paid 
and Henry Rahe, his partner, paid $10,000. Central Pontiac Sales 
is therefore started from scrateh. For 25 months this agency operated 
ss of $1,700, indicating the uphill fight that was made to build this into 
| automobile operation. L. W. Ward, the zone manager, spent many months 
with Mr. Work about taking over these Pontiac dealerships and assured 
ll times that they would see that he had proper management for them. 
time of taking over these various agencies, the service was absolutely 
iate and they were all built up so that we received many bulletins from 
ory showing that these dealerships were among the highest in the United 
customary labor sales, with Billingsley Pontiac for a number of years 
rst, second, or third in customer labor sales in the United States. The 
gs in all these dealerships purchased by Mr. Work were commensurate 

hose of all automobile dealers in the area. 


~ 


Hufstader states that when the market became competitive for Pontiac 
atter part of 1953, it was noted that this dealership was not able to prop- 

e with the situation. As a result, Pontiac arranged a conference on 

ber 17, 1953, to discuss means of improving the sales performance of the 
ship. The Pontiac zone manager pointed out that it would be advisable 
ngsley Pontiac Co. to build a stronger sales organization. Mr. Fraser, 

» dealer’s general manager, agreed to this in principle, and acknowledged 

e dealership’s sales job had not been satisfactory. He also recognized that 
new car salesmen then employed could not do the job and stated he 

hire additional salesmen. Frequent followup contacts were thereafter 
Because no progress had been made by the dealership in the development 
sales management and organization, a meeting was arranged for Septem- 

13, 1954. Pontiac again advised the dealer with respect to the deficiencies 
he dealership. The facts are as follows: Many meetings were held with 
ngsley Pontiac Co. and the factory representatives. These conferences 
ere no different from any previous conferences had with the Pontiac people 
| the same sort of meetings were being held with other Pontiac dealers in all 
and zone areas. I did not agree to anything as stated in Mr. Hufstader’s 
fement. The Pontiac representatives never at anytime gave us any help 
sistance in the operation of the business other than attempting to push more 
‘sales in the territory by all the dealers, and asking us to hire more salesmen. 
Pontiac representatives informed us at various times that we were not 
ing average market penetration for price class, but at no time did they 
give us any written record of what our average should be. None of the 
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hat they are now showing were ever supplied to Billing 

» never used to our knowledge until used to show the re; 

to renew our selling agreement. These charts and infor 

built up and put into a file for the purpose for which t 

sley Pontiac increased their sales 274 percent in the fi 

f 155 over the same period in 1954, and at the same time increased t 

force 100 percent Mr. Hufstader’s statement that their sales force 

been reduced to 7 covers a period when several men had left and we wer: 
the process of replacing them, and they were replaced so that the new-ecar sa 
force on July 31, 1955, consisted of 10 salesmen. I further say that represe: 
tives of Pontiac kept asking us to increase our sales force to 18-20 new-ear s 


men, and have assistant managers or takeover men for each 5 salesmen, wii 
we were of the opinion we did not need, as we considered that it would 
impossible for any one salesman to make a living with that many salesme1 
employed. IL further say that when Mr. King visited Billingsley Pontia: 
September 15, 1955, he asked Mr. Work if he was just going to let the business 
vo down the drain or should he, Mr. King, try to find a buyer for said business 
Mr. Work informed him that he was not interested in selling his business 
all, and he was going to continue in the automobile business with or without 
Pontiae franchise. He said that he might lose considerable money but he would 
do that in order to keep his 70 loyal employees employed. Mr. King was asked | 
Mr. Work whether it would do any good to see Mr. Crawford about renewing th: 
selling agreement Mr. King informed him that it would do no good, that he 
would not change his recommendation. He did state that we could go to him 
we wanted to. When we were told it would do no good to go to see Mr. Crawfo1 
we did have our attorney write a letter, the contents of which are in the record 
I further say that as to the allegations which I made on the record in the hea 
ing which are not founded on fact as stated by Mr. Hufstader, I wish to stats 
that he said I had received roughly 60 cars in 10 days from October 21, to Octobe: 
31, 1955, which were the most cars I had ever received in any 10-day period in the 
history of the business. The bulk of these cars were not shipped on order 6 
according to specifications, but were only shipped as what they had available 

Mr. Hufstader states that Mr. Fraser testified that Pontiac motor divisions 
new dealership, Meadows Pontiac Co., does not have facilities and that he 
doing the service work for Meadows Pontiac Co., and that Mr. Fraser's testim: 
before the committee was on November 30, and he had departed for Washingto! 
on November 28, 1955. The facts are as follows: I contacted Mr. Meadows of 
Meadows Pontiac Co., accompanied by my sales manager, Mr. Herzog, at 9:5 
Monday morning, November 28, 1955, and in visiting him, he asked me if I 
facilities for undercoating. I told him that I had facilities for everything cor 
nected with the automobile business. I told him that I was set up and wo1 
he happy to handle his customer service. Mr. Meadows informed me that he 
thought we could work something out for handling his service and he wou 
eA on me later in the week when he returned. 


Mr. Hufstader states with respect to Pontiac's cooperative price advertis 
t is apparent that he does not have a working knowledge of the policies und 


which Pontiac motor division’s price advertising is released. Price advertisil 


neither released hor paid for by Pontiac motor division for any dealer, unless 
and until the price shown in the advertisement has been authorized in writ 
bv the deale) The facts as to this cooperative advertising are as follows 
Pontiag representatives did come to us with a form for Billingsley Pontiac ‘ 
to sign. Their suggestion was that we sign this form for a release of advertising 
for a stripped-down car at a price $300 to S400 less than the average car of 
this model sold for, and they exerted great pressure on all the metropolitan dea! 
ers to sign this. They also requested the dealers to stock one car of this type i 
order to back up the advertising. The pressure by the Pontiac representatives 
for this kind of an advertising release was so great that the dealers final! 
reluctantly agreed to sign the release. IT further state that 1 talked with a Los 
Angeles Pontiac dealer yesterday and I have been informed that they are now 
requesting them to sign an advertising release to advertise a price on a Pontia 
car $300 under the factory-suggested list price or pink-sheet price. 

Mr. Hufstader states that Mr. Fraser stated that Mr. Stranahan, Pontiac 
dealer at Hillsboro, Oreg., advised a Pontiac representative that he could not 
take any more new cars at the end of the 1955 model year, and that in reply 
the Pontiac representative said: “You are threugh.” With reference to this 
testimony, I have again contacted Mr. Stranahan, and he reaffirmed everything 
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I said. He told me again that Jack Neelands, district manager at that 
covering this area, had instructions from the zone office that Mr. Stranahan 
to take 20 Cars on the cleanup for 1955 Pontiacs. Mr. Neelands told him 
he pressure was on and that he had to take these cars or else. Mr. Strana- 
isked him what he meant by “or else” and he was informed by Mr. Neelands 
the zone office stated that he would probably be shorted on new cars at 
neement time if he did not take these cars. Mr. Stranahan finally took 
cars under protest that he did not want. Mr. Stranahan has informed 
igain that he received 4 cars for the announcement in October 1955. and 
g the next 50 days received 2 more cars, and on November 10, 1955, received 
and November 16, 1955, received 1 car, a total of 6 cars 
Hufstader states that Mr. Fraser testified that a little dealer at Gresham 
they wanted him to take so many cars or they would not renew his contract 
in wish to state the following facts, which facts I have again confirmed 
s time from Mr. Bowman and Mr. Neelands: The same Jack Neelands 
Mr. Bowman that he would have to take 12 cars on the cleanup of 1955 
es. Mr. Bowman informed him that he could not handle these ears. The 
nt zone manager, Mr. Ross, was contacted on the phone and he told 
Bowman that he had to take them or else Mr. Bowman told Mr. Ross 
he could not take that many cars. Mr. Ross informed him that he would 
take these 12 cars or he would come out to Gresham and ask him for a 
etter, Which means to sell out or get out of business. Jack Neelands, 
listrict Manager, Was present in the office of Mr. Bowman at the time of this 
one conversation. Mr. Neelands is not a district manager at present, 
ne left the Pontiac motor division on October 15, 1955 He informed me 
the pressure was so great on him to push his dealers that he thought it was 
to resign 
S. W. FRASER 
scribed and sworn to before me this 9th dav of December, 1955 
EAL] W. H. MASTERS, 
Votary Public for Oregon. 
commission expires October 15, 1959. 


GENERAL MOTORS STATEMENT ON J. B. SILAZ, JR. 


Mr. Hursraper. Mr. J. B. Silaz, Jr., automobile dealer, Conway, 
\rk.: This witness, who is a current Oldsmobile dealer, made the 
lowing charges before this committee: 

Phat he was able to obtain from Oldsmobile only about one-half of 
the cars that he sold in his zone of influence and that he had obtained 
from other dealers who had been overloaded as many Oldsmobiles as 

e obtained from the factory. 

The following schedule shows the number of automobiles sold the 
dealer by Oldsmobile division, the number of cars sold by the dealer 
to his customers, and the number of registrations within the dealer’s 
one of influence : 


Registratior 
in C 
zone O 


influence 


Sales by Reported 
Oldsmobile retail sales 
to dealer by dealer 


f 
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According to the record, Mr. Silaz actually sold exactly the sa 
number of cars as he received from the Oldsmobile division dur 
these years. This is inconsistent with his testimony that he 
obtained twice as many cars from other dealers. 

Further, we know of no Oldsmobile dealers who were overlo 
with cars. In fact, most Oldsmobile dealers, including Mr. § 
were asking for additional cars in 1954 and 1955, but Oldsmob 
volume Was limited by its productive capacity. 

Our records further show that Mr. Silaz’ registrations in the ¢ 
way, Ark., zone of influence totaled 88 and that he disposed of 
units outside of his zone of influence. If the territory security 
visions—-which some dealers say would be a deterrent, if not a « 
all, for bootlegging—were in Mr. Silaz’ selling agreement, he w« 
be subject to a penalty with respect to these 79 unit sales, if he 
caught. 

The witness testified that he was compelled to accept the car 
points 175 miles removed from his place of business. 

Our answer to this charge is that under standard operating 
cedure the Oldsmobile division deliveries of full loads and by 
we mean 4+ cars by carrier—are made to the dealer’s door. Sp 
loads—a truckload of 4 consigned to 2 or more dealers—are ship} 
to the most convenient point for the dealers being serviced. 

Less than full loads ordered by dealers can be and are deliv: 
to the nearest available warehouse space if the dealer wishes to 1 
delivery at that point and pays the nominal warehouse delis 
charge. The location of available warehouse Space can and will 
from time to time and occasionally be substantially distant. fron 
dealer’s location. The decision to take delivery from the warel 
rests with him. 

Mr. Silaz testified that he had been required to purchase a & 
testing machine for his repair shop. 

In our opinion, this testing equipment or its equivalent is es 
tial for dealerships if they are to provide satisfactory servic 
owners of modern automobiles. It is a motor analyzing device 
not only to analyze but also to enable mechanics to make proper 
justments to the carburetor, ignition, and electrical systems. | 
considered to be a necessity in the servicing of the latest types 
electrical systems. , 

The dealer further stated that Oldsmobile division had selected 
operator for him and had required him to send him to school 
Memphis and that he later found the operator could neither r 
nor write. We wish to point out to the committee that the deale 
is entirely responsible for hiring, selecting, and training his personn 
and that it is not the practice of the zone office to make specific reco! 
mendations in this area. We have had the zone investigate the ma 
ter and they deny that any recommendation was made by any 201 
representative. 

Purchase of 1946 to 1949 parts (6308): The dealer testified that 
the time he entered into his selling agreement with Oldsmobile 1 
1949, Oldsmobile insisted that he purchase a stock of parts for 14 
through 1949 models. The dealer also testified in respect to a ques 
tion by Senator Wiley that there was no provision in the Oldsmo! 
selling agreemént covering this matter. As to the dealer’s stateny 
that there is nothing in the selling agreement governing this, 
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sert that Mr. Silaz has deliberately misled the committee 
ead the Oldsmobile selling agreement. 
Phe selling agreement provides in paragraph 21-C that: 
ealer will carry in stock at all times during the life of this agreement an 
quate number and assortment of parts and accessories to render proper 
ce to owners of Oldsmobile motor vehicles and chassis, 
t his covers pr ior year as we ll as current year models. 

» believe that our requirement that a new dealer be in a position 
pair properly, not only the current models, but the last preceding 
irs’ models, is not only in our interest and in the dealer's interest 

so in the interest of the motoring pu blie. 

Oldsmobile selling agreement further provides in paragraph 

dealer may return to Oldsmobile any hew parts and 
In 30 days after receipt thereof by the dealer at. the 


oO our policy that, in the event of termination, we will accept 
he dealer at cost anv parts the he has on hand for the 

nt model and preceding 3 years. 
Silaz testified that Ok Ismo bile Te bneREnOS him to pu 
1949 a plastic car hood for us demonstrator. Olds 
nade available to its dealers a reetiocobreete plastic hood in that 
for the reason that the : new Rocket engine had just been intro 
ed and the use of a ti ee hood permitted the dealer to 
in dramatie fashion this basic change in design. The dealer’s 
ent. that he was forced to adel ase a plastic hood is untrue. 


Lier was required to bu 11S WW) aterial. Many dealers, particu- 


1 
t! 
all dealers, never p or soca this item. Some dentare pur- 
] 


everal 


witness testified that he was co mpelled to pure hase the Dealers 
gaz 1e and the Rocket magazine. 


obi ile does not make available a Dealers Guild magazine. It 
however, provide a Service Guild program. This program is 
vice tri a g program which is designed to train mechanics in 
roper ser\ icing and repair procedures to be used in servicing 
nobile’s product. 

eram is carried 1 through a correspondence course with 


riodical examinations, and 1s available to all dealers at a 
entirely ee ary. 

aes ferred to by the witness is a publication 

"s reque “ owners, and has the purpose of 


ontinuing relationship between the dealer and his 


is 96 cents per name per year. Mr. Silaz’ testimony that 
as yet unknown is difficult to understand inasmuch as the 
ed from him instructing Oldsmobile to mail this publica 
f° 1 


his customers has the price printed on the face of the 


Silaz has complained that he has been required to purchase 
tools from Oldsm« bi le in spite of the absence of any require- 
‘ing noreement. 


rreement provic ) para graph 2] I as follows: 


‘ 

will buy such Spec ial tools developed by seller, as seller shall deem 
sary for dealer to render proper service to Oldsmobile owners. Further, 
r authorizes and directs seller to ship or cause to be shipped to dealer in 
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‘ry of new models, such special tools, the cost of which s} 
as seller deems essential to service such new models prop 
* will pay for such new-model tools promptly on receipt thereof. 

Mr. Silaz was aware of this provision when he took the franch 
mad sioned the se lling anogreement, or he should have been. 

Contrary to the testimony of most of the witnesses produced hy 
the committee’s stath. to the effeet that they were constantly Visit ( 
by the members oft the ZONE oflice, this witness testified that he ] 
never been visited by anyone except his district manager. Our records 
how that he was called on by the zone manager, the regional manager, 
and the service manager as well, 

9. Mr. Silaz’ testimony to the effect that some 50 automobile deal 
erships are presently for sale in Arkansas cannot have reference t 
Oldsmobile. Except for a letter from Mr. Silaz dated in September 
155 1n which he expresses his desire that we help him find a pur 
chaser, there are but three ( dsmobile dealerships presently availab e 
Ih Arkansas. 

It is our opinion that Mr, Silaz’ displeasure with General Motors 
is based on a fundamental disagreement as to the function and 1 
sponsibility of an automobile retail dealer. 

Apparently he wishes to operate as a new-car broker rather tha 
asadealer. This is contrary to the basic policy of General Motors as 
outlined in the selling agreement, which is that the responsibility of 
the dealer to the purchaser does not end with the delivery of the 
automobile. 

Mr. Hogan. I wonder if you noticed in Mr. Hufstader’s reading 
of the statement that Mr. Silaz got 88 cars, and 79 of them he sold 
out of his so-called zone of interest. 

Senator O’Manoney. I noticed that. 

Mr. Hogan. 1 don’t imagine that he is interested in territory se 
curity, not for himself. 

Senator O’Manonry. Well, that isa conclusion. We will see what 
hehastosay about it. Our feeling is that after this hearing adjourns, 
the staff will go into the effort to obtain the views of as many as 
possible of the hundreds of dealers who are writing in. 

(Mr. Silaz’s rebuttal statement follows :) 


AFFIDAVIT OF J. B. S1naz, JR. 


SiLtaAz Moror Co., 
Conway, Ark., December 12, 1955 


To Senate Antitrust Committee, 
Washington, D. C.: 

My name is J. B. Silaz, Jr. I live in Conway, Ark., a city of approximately 
10,000 people. Since being discharged from the Army Air Corps, in October 
1945, I have been engaged in Conway in the business of used cars, farm ma- 
chinery, and new cars. I obtained the Oldsmobile franchise in 1949 and my 
capital investment is approximately $56,000. 

In an effort to consolidate my statement made before your committee to 2 
minimum, my original draft was so cut as to references I made regarding nun- 
ber of cars received. This statement should have been that I could have sold 
twice the cars I received and even more but at no time did I mention that these 
curs could have been marketed in my zone of influence. In the 30 cars show! 
received in 1949, 9 of these cars were 98 series loaded to the gills, 12 were 76 
cars well loaded but suited to this area of influence, pricewise, the balance were 
88’s well loaded with accessories. AS mentioned in my statement to the com- 
mittee, this area is agriculture and we have Ph. D.’s teaching in the three colleges 
that draw $500 and less per month. I know of no requirement by General Motors 
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ein I had to report to them any cars that I have bought from other dealers, 
n each year that I have been an Oldsmobile dealer I have purchased nu- 
is Oldsmobiles from other Oldsmobile dealers that could not dispose of their 
is I cannot see where any dealer can confine himself to his zone of influence 
nasmuch as I am situated on U. S. Highways Nos. 64 and 65, I have many 
yrtunities to sell traveling men and others and in fact with the higher priced 
rs that I have received I have been forced to sell to this type of customer that 
the money to spend. Last year I sent my son, an ensign in the Navy, au 
obile; I hardly believe that Port Lyaute, north Africa, where he is sta- 
ed is in my Zone of influence. I find that when the dealer in Little Rock 
kes a sale in my zone of influence he bills the car to the man in a suburb of 
e Rock, namely Sweet Home, and gets the individual to buy the license in 
e Rock on account of the pressure being brought on him. 
In 1950, I received seven 9S high-priced automobiles, seventeen SS’s, and three 
I might mention at this time that a representative of MIC by the name of 
Cowley visited with me and in the course of our conversation I ascertained 
him the information that he was making a survey as to the ability of persons 
¢ in my zone of influence to pay for the higher priced cars. I informed him 
we had approximately 10 or 12 people in the city that really could afford 
cher priced car such as our 9S series and he informed me that he believed I 
| shot a little high on the figure and that in his opinion the reason for many 
ents and arson cases that could not be cleared up were due to the fact that 
people could not meet their obligations and were seeking this means of getting 
e needed money out of the insurance people. 
1951 I received nine 9S’s and twelve &X’s. 
1952 I received six 98’s and ten 88’s. 
1953 L received five 98's and twenty S&8’s. 
In 1954 I received four 98’s and seventeen &8’s. 


In 1955 I have received six 98’s and eighteen 88’s. Three of these cars were 
ped to Conway for the account of Ed Peters, former dealer at Marshall, Ark.. 
r whom I agreed to accept delivery to take care of commitments made to 
Peters by Oldsmobile division. 
In answer to the allegation that they (Oldsmobile) knew of no dealers that 
re overloaded with cars, I respectfully request that this committee ascertain 
om what irresponsible person they obtained this information, as Southern 
s at Memphis, Tenn., were pouring automobiles into my territory to well 
wwn bootleggers of automobiles such as Gene Garrett and in fact I was asked 
to investigate and make modifications on some 8 or 9 cars that were delivered 
toa little town of Quitman, Ark., all delivered to this one man who did not even 
ve in Quitman but the cars were billed there. This was in 1952, L believe, when 
| had received but 16 cars. This same Southern Motors, one of the largest 
lealers in the Memphis zone, continued this practice until they were either 
rced to give up their fanchise or gave it up of their own free will this year. 
Little Rock used car lots have been full each year that I have been with 
Oldsmobile with cars obtained from overloaded dealers. In 1955 many dealers 
vere left with 1955’s on their hands but reported them sold due to the fact that 
they were informed they would get no 1956’s if they had any 1955’s on hand. 
You have a circular to this effect in my statement to the committee from the 


\ 


Memphis zone of Oldsmobile division. 

It is alleged that if I were caught with 79 units outside my zone of influence 
vould have been a subject of penalty if the territory security provisions had 

in effect. I heartily agree with this statement and was subject to several 
es which I paid to Little Rock for selling in their territory unsolicited cars 
nately iles where people refused to have any dealings with the Little Rock dealer. 1 
ctober ve never solicited the sale of an automobile in Little Rock Territory but have 
m ma- le many sales too numerous to mention in that territory due to the fact that 
nd my Little Roreck dealer has made many enemies. These people have come to 

; showroom unsolicited and have informed me that if they had to buy an 

» to obile in Little Rock they would not buy an Oldsmobile. I am not going to 
> anme inn down any sale of any character where I can make a legitimate profit and 
peer sure that your committee will agree with me that I have done a stupendous 
+ thes ece of work to be able to stay open W ith the amount of cars that [ have received 
show! 1 Oldsmobile. These few cars with the amount of tools and other medio 
rere 76 h as seat covers, banners, advertising, signs, ete., that I have had to buy have 
- wert nly not left me with much profit and I have had to practically run my busi 
» com with 1 or 2 employees at the best to make ends meet. I know that you will 
olleges gree with me that getting 2 to 2!) cars per month it certainly made me have 
Motors stle to get enough profit to stay in business. 
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6. General Motors allege that the decision to take delivery from warehouss 
rests with dealer. This is the most absurd statement they have made as yet 
The dealer has no choice in the matter and in fact never knows when or wh 
he will take delivery. In my years with Oldsmobile I have received two fu 
loads (4 cars at a time) and in both instances were late in the year when ce 
were plentiful and the little dealer could then get the leavings. ‘This is in spi 
of the fact that I have had sufficient orders on hand at all times to take care of 
a full-load shipment with the exception of a few isolated times in the latter } 


of the year when I did not want to be the dumping ground. 
1 don’t 


"Ss 


I have unload 
know how many cars at my place for other dealers and in fact yester: 
unloaded two cars only that were brought here by transport 
Marshall, Arl 1 did not 


for the dealer at 
receive any of this shipment but did this unloading 
and tnspecting at no charge to General Motors and 
for the Marshall dealer. 


stored these cars overnight 
General Motors is now charging $10 for receipts at the warehouse. I am 
formed by reliable source that their contract with the warehouse is $3.25 
unloading and inspection and 25 cents per day additional storage charge 
have received four 1956 automobiles, two of them at Little Rock, and on m 
last pickup I saw two cars that were dropped for the Little Rock Olds dealer 
at no charge but the warehouse did not have anything to do with the deal and 
i as up to the Little Rock dealer to get his cars. At no time have I ever 
the warehouse more than a day after receiving a collect telegram from 
office that I was privileged to pick up the car. I have had to on n 
ions make 2 trips on different collect telegrams where had | 
rmed could have picked the cars up with less expense. 


» 


sting equipment is a good thing for any shop and I would not want to b 
hout it Very few mechanics understand the operation of this equipm 
and my gripe is that, inexperienced as I was with this type of equipment, my 
zone manager would have seen that I received the minimum of this equipment 
instead of the maximum and regardless of the statement made by Oldsmobile 
division, Mr. Holloway, district manager at the time of this purchase and also 
at the time I took on the Oldsmobile franchise, was one of the most dictatori 
persons I have ever come in contact with. Mr. Holloway not only took upon 
himself the dictating of who I was to have in my shop but what I would and 
could buy and in fact dictated to me the cars that I was to order and in fact 
wrote up my orders at the time of signing me up together with loading me with 
unwanted accessories and seat covers. When I objected he closed his work- 
book and looking me straight in the eye, asked me if I wanted to go ahead with 
his suggestions or not. I asked him the alternative and he informed me that 
I was not obliged to take on the Oldsmobile franchise but that if I did I had 
to go along with his recommendations in what I did and what I purchased. !1 
asmuch as I had the large investment in my building I went ahead, 

and praying for enough cars to make a living. 

I have been harassed on all sides to send a man to the training center 
Memphis. My last mechanic had a wife and two small children and lived in 
an isolated section out in the rural part of our county. He not only refused 
to leave his family alone for the week that was required at Memphis but in- 
formed me that if he were forced to go he would quit. At the inquisition or 
signing of the new contract at Memphis this application was again shoved 
my face with the admonition to sign. I informed Mr. Padgett that I did not 
have anyone to send and he informed me to come myself. I told him that that 
would leave my place without proper care and he informed me that it was 
necessary that every agency have a mechanic at the school regardless and tliat 
1 was being scheduled. Not wishing to cause a scene or be bothered further 
by the zone manager I signed but was not able to make the school due to having 
to take care of my small business. 

1. Purchase of 1946 to 1949 parts: I eannot picture to this committee Mr 
Holloway, the district manager for Oldsmobile, at the time I was signed. This 
arrogant, self-opinionated young man was without equal. (He has been fired.) 
T had no choice whatsoever in the matter of ordering parts nor in fact any- 
thine that I was required to purchase at that time. This district manaver 

rote out the orders for the cars I was to get, the parts I was to buy, and the 
signs I was to take and inasmuch as I was anxious to get the dealership and 
saw that if I made any resistance he would leave, I took everything. 

The parts that he had sent me evidently even General Motors has no use for 
inasmuch as I have complained bitterly to every zone manager to relieve me 


hy 
hot 
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e bearings (standard) and other old stock only to 


be told that these 
re not returnable. 


Mr. Coleman, the 1949 division manager, did help 

vetting rid of a great deal of obsolete stuff after I had explained to him 
ume about getting it but I still have considerable on my shelves and I 

hrown away a number of dollars worth in order to clear the shelves and 
ve to inventory this material. 

Senator Wiley asked me if there was a provision in my Oldsmobile selling 
ent regarding parts, I cannot remember it or did not hear him. (1 was 
ed to a good extent teaching gunnery in the Army in 1943 and it is pos- 
| did not understand what he asked.) The only thing I heard from 

r Wiley was “Hurry up, son, we want to get this over with.” when I first 

{ testifying and in fact he made me so nervous by his whispering that I 

t through soon enough to suit me 
e always carried enough stock in my bins and had 
Crow-Burlingame genuine General Motors 
came alone 


available to me 
parts to take care of any 
and I believe that in my 6 years with Oldsmobile I have 
2 customer comnplaints to my knowledge and these were promptly 


ire of when brought to my attention I have attempted to return seat 


veral occasions only to be told by the district manager that thev were 
irnable even though the dimensions of 


} 
li 


the car seats were changed 1 
I had received enoug!l 


cars fo take care of the seat 
believe that General Motors in all fairness thinks that a 
2» Cars per month needs too many parts 


up in the city he lives in where he 


Vers. 

dealer 
when there is a United 
can obtain most anything in the 


General Motors line save body parts immediately, as they have the whol 


7 ’ \ ie 
on hand, 
Plastic hood: IT was required by Mr. Holloway to purchase this hood even 


idvising him that I was going to have to sell every car that I 


got to try 

e enough money to replace the money I was having to put out on signs 

ols, equipment, ete. I cannot remember having a car long enough at one 

n 149 to install this hood and inasmuch as it would take two men several 
o remove the original hood and install the lighting system, I never had 
t My problem as of always was getting enough cars to sell and I never 

necessity of having to advertise in this manner even had I been able to 

afforded a 9S to demonstrate with. 
only was forced to buy this piece of equipment but Mr. Holloway raised 
scene in my establishment and such an argument ensued that my wife 
my place in a state of extreme nervousness. This District Manager Hollo- 
ogether with a Mr. Treanor, raised so much Ned about my parts buying, 
cover buying that I used to tell them to put a set of seat covers in every new 

I got and I would take them. On several occasions with Mr. Holloway I 
nvited to either purchase what he had or go to Memphis to see the division 

inager. I took him up on this deal and went to Memphis to see Mr. Coleman 
w tired) who advised me that I would get more cars and forget the unpleasant- 

let bygones be bygones, ete. 

Mr. Trennor was so incensed by the fact that I would not go along with his 
stence on the parts and advertising that he advised me that I would have to 
0 Memphis. He called over my phone and advised that he was having 
er report with him and date was mace for us to go. This was on a Tuesday 
Wednesday and the meeting was to be the following Monday or Tuesday. At 
rate, on Friday of the same week he called me from somewhere in south 

nsas and informed me that he would not be able to make the trip, was I 
ng anyway? LTinformed him that I was and proceeded to do so. At Memphis 
is allowed to cool my heels for over an hour and finally called into the pres- 

e of the division manager who informed me that they were volume selling and 
n I asked him how you could volume sell two cars a month sometimes spaced 
iys apart he informed me that he would see I got more cars. I never did 
the minute the cars he gave me for the trip (three) reached the floor the 

manager started hounding me to get rid of them at any price. He even 
ed me that $25 profit was legit. When I attempted to advise him that I 
believe this was a good practice, he asked me why I didn’t sell out. I 
rmed him that I had been trying to sell for 3 or 4 years or in fact ever since 
id been with them but that when I informed prospective buyers the amount 
s I was receiving from Oldsmobile division they were no longer interested. 

s young man is another high-powered, impudent, overbearing individual and 

) to the time I made the trip to Washington could not be reasoned with in 

nanner. I was visited by him the Monday following my return from test 


he 


Seu 
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fying and I have never been treated so generously. Nothing was too good «) 

1 did not have to listen to him tell me how to run my business. What a relies 
6. Dealer’s Guild and Rocket magazine: If receiving a telegram advising 1 
enrollment had not been received by zone division office and to forward san 

lmmmediately and being charged with the cost of this guild enrollment after 
vising them I had not received the application is not being forced to do someth 

I don’t know the meaning of the word. My order alleged by General Motors 
the Rocket magazine to have been signed by me was another of the tactics us; 
by the district manager; namely, “Sign this.” 

7. Special tools: In the unilateral contract which we are obliged to sign I « 
find that we are required to purchase tools not to exceed $150 but you can se 
that this year the initial supply is $236.75 but sold to us in bargain lot 
S184.55. I did not have time, nor did the district manager at the time hy 
signed, read to me the direct selling agreement put out by Oldsmobile. This 
Was another “Sign this as I have to get away as quickly as possible” «dk 
As mentioned previously I was anxious to get an automobile franchise at t! 
time, thinking, of course, that I would be able to get all the cars I wanted 

S. Visits by various officials of Oldsmobile company: I was called on by MM; 
‘Tony Coleman, zone manager, on his way to visit his brother-in-law who was :; 
Oldsmobile dealer at Morrilton approximately 22 miles from here and who ha 
violated the protected territory ruling and sold an Olds in my territory and did) 
Want to pay up. Mr. Coleman tried every possible way to get me to drop th: 
charge but when I advised him that I had had to pay Little Rock for the san: 
thing, he finally made the brother-in-law pay off. 

The regional manager’s visit was late one afternoon when an individua 
dropped into my showroom and started talking and asking a lot of questions 
about my relationship with Oldsmobile division at Memphis and when I aske 
him his name he advised me that he was Mr. So-and-So and that he was region: 
manager. Shortly after his visit here, Mr. Coleman was relieved as divisio) 
sules manager. If the service manager of Oldsmobile has ever been in my place 
of business, it has been when I was not in town. I have been with Oldsmobile 
since 1949, nearly 8 years. I don’t believe the three visits they mention are ey 
cessive and my interest in getting someone of authority to visit me was to show 
him my facilities and attempt to get more cars. 

9. Dealerships in Arkansas for sale: I would suggest that Mr. Hufstader 
make a more thorough investigation of the dealerships for sale in Arkansas. | 
don’t know of but 1 or 2 dealerships that couldn’t be bought. 

In General Motors’ opinion that my displeasure with General Motors is based 
on a fundamental disagreement as to the function and responsibility of an auto 
mobile retail dealer and that apparently I want to operate as a new car broker 
is an assertion steeped in desperation at the things that are coming to light in 
this commitee invesigtion. 

I don’t know how a dealer can be a broker on two cars a month nor do I know 
how he can make a living on that amount of cars. I can and will if necessary) 
bring all my available records to anyone who is interested in seeing what I have 
had to take in the way of the most expensive cars and equipment and I can a: 
will show where dealers in smaller towns than Conway have received more 
ears and when I asked the district manager if getting rid of them anyway, even 
wholesaling, would get me more cars, his stock answer has always been, “You 
won't get cars if you don’t move the one that you have in the showroom in the 
10-day period you get it in.” This, of course, changes when cars are running 
out of the bigger dealers’ ears, then we can get and they insist that we have 
plenty of orders on file. 

I am enclosing herewith letter received from Mr. Jack Treanor, undated 
wherein he is advising me to contact one Mr. Joe Thompson of Little Rock 1 
sell him an 1954 Oldsmobile. This in spite of the fact that General Motors 
keeps harping on zone of influence. I would like to ask General Motors where 
the majority of the cars that Benton, Ark., Searcy, Ark., are going and are they 
in their zone of influence and where do they get cars in volume from St. Louis 
Memphis, or where 

I also want to advise that earlier this year Motors Insurance Corp., a su 
sidiary of General Motors, canceled my agreement with them, advising that 1 
loss ratio was too great. This has meant, of course, that any deals I might 
have for GMAC IT would not receive the commission on the insurance involved 

If I have not been forced to by the materials above mentioned I am sure that 
Mr. Hlufstader would be willing to repurchase what I have bought back and I 
would certainly be glad to give up the Oldsmobile franchise to General Motors 
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would be willing to give me invoice for the parts, signs, and other mediums 
had to buy. I haven't been able to interest 


t any other buyer with the 
have been receiving, 


t know of but a handful of small 


dealers in Arkansas that are not in 

me predicament that I am 

ase reread Senator John McClellan of Arkansas’ legral your com 
regarding this 


OF ARKANSAS, 
County of Faulkner: 


ibscribed and sworn to before 


s me, a notary public f December 
A] M ru Publie. 


mission expires January 27, 1958 


OLDSMOBILE ZONE OFFICE, 


Wemphis 3, Tenn., November 4, 1955. 
J. B. SILag,. JF., 


Nilaz Jlotor C'o., Conway, Ark. 


DeaR Mr. Sttaz: Our records indicate that you have not had a man attend 
ir 1956 Oldsmobile Product School. 


\s you well know, there are many changes in the 1956 product including an 
entirely new hydramatic transmission as far as the servicing is concerned. 
Ve are, therefore, scheduling your man to attend our 1956 five-day product 
| starting promptly on Monday morning, November 14, at 8 a. m 

e shall expect representation from your dealership at this school. 

Very truly yours, 


4. G. JONES, Zone Manager. 
iled notation: Cost about $150.) 


IMPORTANT—TO CERTAIN OLDSMOBILE DEALERS IN THE MEMPHIS ZONI 


\ttention: Dealer service manager. 


We are pleased to return the attached enroliment confirmation for Mr. Silaz to 


end Oldsmobile’s training program at the General Motors 
471 Summer Ave., Memphis, Tenn 


In order for Oldsmobile to conduct 


training center, 


training programs for their dealers as 
eduled, it is very important that your employee attends the class on the date 
shown on the attached enrollment. 


We are looking forward to training your man in this school. 


W. L. Hupsarp, 
Oldsmobile Resident Instructor, 


General Motors Training Center, Memphis, Tenn. 


OLDSMOBILE ZONE OFFICE, 


Memphis 3, Tenn. 
JOHN: 


ist 


Contact Joe Thompson, in care of George 
Washington, Franklin 5—1144. Little Rock, Ark. 
Has 1952 Olds 4-door. Wants 1054 Olds, I believe. 


Garrison Roofing Co., 1421 


JACK 


ENROLLMENT APPLICATION, GENERAL Morors TRAINING CENTER 


Please enroll Mr. John Silaz, Conway, Ark., in the Oldsmobile special training 
hool covering 1956 product school at the General Motors training center, located 
Memphis, class starting 8:30a.m. Date, October 31, 1955. Lodging required : 


Arrival date: October 31. Departure date March 4. Prefer double 


room, 
another student if possible. 


SrLaz Moror Co., Conway, ARK. 
Signed by J. B. StLaz, Jr. 
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ittention dealer: Return all four copies to your zone oftice 
be filled in by training center manager 
ENROLLMENT CONFIRMATION 


‘nt has been enrolled at the General Motors training center { 
tarting as requested. Hotel reservations have been confirmed ut 
iday Inn, 4941 Summer Avenue, Memphis, Tenn. 
for any reason there is a change made in the above enroliment date, ple 
tify your zone office at once. 
(Signed) D. M. Papgert, 
Zone Service Manage) 
(Signed) W. AvAMs, 
Training Center Manage 


MeEMPHIS, TENN., December 7, 1955 
(Versonal deliver) 
SILAz Moror Co., 
Conway, Ark. 

The Memphis zone new-car sales were — in the month of Novembe: 
Most of you dealers did an excellent sales job. For the part you aeccomplis 
please accept my sincere thanks. For rae of you whose sales and profits 
were not up to expectation, why not take a closer look at the steps you mus 
tuke in order to get into greater volume sales for more profits. 

From every indication I see December will be a still greater sales month 
Dealers generally across the entire zone have found volume sales by means of 
realistic trading is the key to profits. 

Cars are available as you know on the basis of your daily sale rate. Ther 

re, the dealer who makes new-car deliveries can and will get more new « 

Yours for volume sales for greater prolits in December. 

L. G. JONEs, 
Zone Manager, Oldsmobile Divn, Memphis 


Mr. Hursraper. Senator O'Mahoney, that concludes what we will 
read. We have the others prepared and will offer them for the record 
Senator O’Mauonery. Let me Say that it will be the poliey y oft the 
committee to submit these statements to the dealers whom the »y con 
cern, with the invitation to them to prepare any rebuttal statements 
that they may care to submit, so that the record will be complete i 
espects, 

We are glad, of course, to have the statemen t of GM's pol nt of view 
with respect to the testimony given prev! ious ly by the dealers, 
indeed any witnesses; that is our P rogram. 

Mr. Hocan. I suppose, Mr. Chatrman, if the dealers bring up nev 
matter in their rebuttal, we woul id have an opportunity to rebut th 
new mi ne Ee 

Se *O'Mantonry. Surely. It will be all right under the light 
of the } a blic ; 
ibout that 

(The additional General Motors statements on dealers, and dealers’ 
rebuttals submitted, are as follows:) 


ity. Youmay rebut the new matter, there is no questioi 


GENERAL MOTORS STATEMENT ON MILLER KAMINSKY 


The following is submitted with reference to the testimony of Mr. 
Miller Kaminsky of the Chatham Motor Co., Inc., of Savannah, Ga. 
Early in 1954 Pontiac called this dealer’s attention to the fact that 
the sales performance of this dealership was unsatisfactory; that M2 
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Kaminsky, who served in the capacity of sales manager, devoted 
vy one-half of his time to the conduct of the dealership business: 
that the sales force was inadequate in view of the sales pote ntial 

eir area of responsibility. 

ring subsequent contacts these problems were discussed with the 
rship and on June 5, 1954, the dealer said he would: 

Provide satisfa ‘tory new-car sales management. 

Hire two additional new-car salesmen. 

Have the sales force make outside solicitations. 


dealer failed to make any Aah go toward the fulfillment of 
of these three commitments and the sales performances of t! 


he 
rship continued on a very unsatisfactory basis. 
September 15, 1954, Pontiac advised the dealer by letter that it 
ded to offer the dealership a new selling agreement for the term 
r Novy ember i L954, and expiring ( yetober he L955. Hlow 
\ vised that this action was not to be interpreted as an expres 
isfaction with the operation of the dealership. The letter 
\ pon ted out that: 


The sales performance was unsatisfactory. 
2. The dealership did not have a sufficient number of capable 
nd well-trained salesmen. 
The premises of the dealership were inadequate. The serv- 
ce and parts area was too small and was inefficiently arranged. 
1. The sales management of the dealership was hot properly 
directing and supervising the sales activities. 
facilities provided by this dealership were recognized as 
quate by the dealer, Cadillae Motor Car division and Pontiac 
division. However, in the opinion of Pontiac, the manage- 
and sales deficiencies were of major importance and were en- 
to first consideration. Pontiac repeatedly counseled with the 
r end urged him to correct that situation prior to undertaking 
building program. It suggested that the dealer work with 
‘sentatives of Cadillac Motor Car division on facility 
ovements. 
rhe management and sales deficiencies were not satisfactorily 
ected and the facilities continued to be unsatisfactory. 
On November 15, 1954, this dealership engaged a general manager 
o was charged with the responsibility of directing the sales or- 
zation. However, on subsequent contacts by Pontiac personnel 
the succeeding months, it was apparent that the general manager 
not been given sufficient authority and latitude to accomplish 
tisfactory sales job. It also ap peared that there was not com- 
ete understanding and cooperation between the dealership prin- 
valsand the general manager. 
In view of the unsatisfactory sales performance, as indicated on 
e following chart, Pontiac advised this dealership on July 7, 1955, 
would not offer a new selling agreement to Chatham Motor Co., 
pon the expiration of the selling agreement on October 31, 1955: 
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Chatham Motor Co., Inc., Savannah, Ga. 


A substantial number of new Pontiacs were sold and registered 
this area by other dealers, resulting in Pontiac’s market penetratio 
approximating national average. The number of Pontiacs sold and 
registered by Chatham Motor Co., Inc., was only about 66 percent of 
all new Pontiacs sold and registered in the area. 

Mr. Miller Kaminsky appealed the action of Pontiac by letter dated 
July 7, 1955. A conference was held at Pontiac, Mich., on August 3 
1955, at which Mr. Miller Kaminsky met with Mr. H. E. Crawford, 
veneral sales manager, Pontiac Motor division. 

At this meeting, Pontiac reviewed the unsatisfactory sales perform 
ance of Chatham Motor Co., Inc., since January 1, 1954, pointing out 
that the productivity of the sales force was substanti: ally under that 
required to secure for the dealership an average share of the available 
market. 

Mr. Miller Kaminsky advised Mr. Crawford that the general mai 
ager was not working out satisfactorily. He also acknowledged that 
the dealership did not have a competent sales manager or an adequat 
sales force. 

The dealer was given every opportunity to present any and all fac 
and information during the course of this 2-hour conference. He 
presented nothing to warrant a change in the decision of July 7, 1955. 
Before the committee, Mr. Kaminsky testified that orders for new 
cars were returned to his dealership because he had not ordered 
enough accessories. Pontiac Motor Division follows the policy of 
accepting orders for new cars as they are submitted by the dealer. 
All dealers are free to order accessories installed on new cars entirel) 
in line with their own judgment. 

Mr. Kaminsky also testified that he was burdened with a sizable 
shipment of undercoating material. We have checked with our zone 
personnel who contacted this dealership at the time when Mr. Kamin 
sky states he bought the undercoating material. Our people state 
that Mr. Kaminsky, who at that time was subletting his undercoating 
work, expressed a very sincere desire to get into the undercoating 
phase of the business because of the added profit possibilities. 

At the request of Mr. Kaminsky, our people accompanied him on an 
inspection tour of his proposed facilities for the contemplated unde 
‘oating operation, and they counse ‘led with Mr. Kaminsky with regard 
to the equipment, manpower, etc., that would be required. Mr. 
Kaminsky made his own decision with respect to entering the unde 
coating field and Pontiae Motor division received an order for unde 
coating material from Mr. Kaminsky. 
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GENERAL MOTORS STATEMENT ON ELDEN E. CONRAD 


Mr. Elden E. Conrad, of Conrad Motors, Inc., Springfield, Ohio, 

-o testified before the committee. 

Mr. Conrad was the Pontiac dealer in Barberton, Ohio, from 
November 13, 1933, until August 10,1939. At that time he was offered 

e opportunity to become the Pontiac dealer in Sp wingtield, Ohio. 
\ir. Conrad accepted this offer of a larger deale ‘rship with its oppor 

mity for a larger financial return. 

The earliest financial information we have on this dealership was 

eived as of October 1, 1936. On that date the dealership had a 
total investment of $9,900. 

Qn September 30, 1955, the dealer’s total net worth amounted to 
$1238.357. In addition to this increase in net worth of $128.457, the 
aler’s dividends, owner’s salaries and bonuses amounted to $595,149, 
eregating a tot: . gain of $723,606. 

The building in which this dealer conducted his business through 
the year 1942 was taken over as a war-production plant in January 
1943. From that time until he moved into his new building early in 

17, he conducted his business operations in temporary facilities that 
vere recognized by both Mr. Conrad and Pontiac as being entirely 
! idequate. 

During 1954 the sales performance of this dealership declined 
sharply as shown on the following chart—the dealership operated on 

asis of only 64.5 percent efficiency as compared to national average. 


y 


( 


register 
¢ percent of industry 
( iveries 
¢ national avera 
ent of industry based on direct 
! based on dealer sales 
based on dealer sales_- 


During 1954 this dealership did not have a strong aggressive sales 
organization and as a result they were not able to sell a satisfactory 
number of new cars. Because of a slow used-car turnover, the dealer- 
hip had a 9-day’s supply of used cars. 

On January 14, 1955, Mr. Hogan, Pontiac Cincinnati zone manager, 

eld a conference with Mr. Conrad at which time the unsatisfactory 
sales performance was again discussed. The dealer admitted that 
his dealership should have done a better job. During the course of 
this meeting, Mr. Conrad stated that he would: 

1. Increase new car sales force to five new car salesmen; 

2. Increase used car sales force to six used-car salesmen ; 

3. Employ a used-car sales manager: 

!. Provide daily supervision and direction of the entire sales 

force. 

Regular followup contacts were made in a further effort to assist 
ind encourage the dealer to effect the agreed upon improvements for 
his dealership operation. 
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- ‘h contacts were made on February 21, 1955, March 1, 1955, Mar 
24, 1955, April 20, 1955, May 12, 1955, "M: ay 26, 1955. 

Because no progress had been made in this dealer ‘ship, the zone m: 
ager again contacted the dealer on June 21, 1955, and discussed w 
him this lack of progress and the continued unsatisfactory sales p: 
formance. From Mr. Conrad’s attitude and from his conversati 
it appeared that he was not prepared to operate aggressively in 
highly competitive market. 

The Pontiac zone manager explained to the dealer that because 
his failure to effect the necessary improvements, and also in view 
the continuing unsatisfactory sales performance, he was recomme 
ing that no se Nit ng agreement be offered to this dealership for 1 
term commencing November 1, 1955. When the dealer asked w) 
he could do about it, it was explained to him that he could correct 
the deficiencies and again become a strong aggressive dealer; or 
ie elected not to do so, Pontiac would assist him in finding a buy 
i ‘al assets of his dealership 


{ 
} 
} 
i 


«© 


1955, Mr. Conrad advised Pontiac that he would | 

illin cuss the sale of his business with any prospective buy 
that Pontiac would approve for the franchise. Four days later Mi 
Conrad changed his mind. 

On July 26, 1955, Pontiac advised this dealer that he would not b 
offered a new selling agreement. The dealer appealed ae — 
and had a conference with Mr. H. FE. Crawford, general sales m 
aver, at Pontiac, Mich., on August 16, 1955. 

During the course of this conference, all of the facts involved 

nat iewed by Mr. Crawford. At the conelusior 
* Conrad advised Pontiac of his decision to sell 
| to give that information to Pontiac in writing. 17 

i r’s major concern was what Pontiae would do if the sellout w 
not completed by October 31, 1955, the date on which the dealer sel! 
ing agreement would expire by its terms. The dealer was inform 
that Pontine would extend his selling agreement until the sellou 
could be accomplished. 

[r. Conrad testified that he could have effected a sellout on m 
favorable terms, with a Mr. Cliff Zuhars, of Portsmouth, Ohio, 
individual who became interested because of an advertisement 
by Mr. Conrad in a newspaper, offering his dealership for sale. 

The only applicant approved by Pontiac motor division for t] 
dealershi ‘ated in Springfield, Ohio, was a Mr. Charles E. Ernest 
the individual with whom Mr. Conrad finally negotiated a sellout 
November 9, 1955. . 

(Mr. Conrad’s rebuttal statement follows :) 

AFFIDAVIT OF ELDEN E. CONRAD 
DECEMBER, 
SUBCOMMITTEE O A? I UST AND MoNOPOLY, 
Committee on the Judiciary, 
Senate of the United States, Washington, D. C. 
(Attention of Senator O'Mahoney. ) 

SENATORS: I wish to make a reply to Mr. William F. Hufstader, distribu 
vice president of General Motors Corp., who testified before your committees 
garding my relations with Pontiae motor division of General Motors Cort 

Mr. Hufstader forgo » mention that Pontiac had 5 different dealershiy 
Springfield from 1933 to August 1939. 
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have always been proud of my financial gain with Pontiac motor division, 
have a number of times advised the Cincinnati zone personnel of the same, 
ng started in 1933 while the banks were closed with $140 in cash, and $6,500 
ist-due debts. I appreciate that I have had the opportunity with my per 
| endeavor to accomplish as much as Mr. Hufstader has given me credit. 
{| believe that Mr. Hufstader was not informed that during the war years of 
42-45, while General Motors was not building automobiles but turning out 
implements for the United States Armed Forces, I was buying and selling 
d ears on which I was able to show a profit of $75,000, for those 4 years. 
ther was Mr. Hufstader informed that during the war we started to finance 
> own retail car cales, the earnings from which amounted to $128,042, during 
vears from January 1, 1947, through October 31, 1953. Nor had an allow- 
e of over $12,000 been made for bonuses that went to employees rather than 
e owner Furthermore, the large sum of $254,000 paid out of these earnings 
Federal income tax had not been taken into account This reduces our 
ings as pictured by Mr. Hufstader quite a bit. I have never heard of a 
ifactunrer critcizing a dealer for being successful and financially strong unti 
st 16, 1955, in Mr. Crawford’s office { well remember in 1951 and 1952 
y dealership was held up to other dealers as a top profit producer per new 
d. 


»”» 


December 23, 1954, in a letter to Mr. G. B. Hogan, Cincinnati 
1 requested an interview as Ll was not receiving enough cars for : 
icient operation. This interview was granted me on Jan 
gan’s office. As I received only 10 new Pontizes in Octo 
nth of November, 20 in December, and during January only 18 
Hogan at this conference to strengthen my sales 
tified, so that I might secure at least 30 cars per month 
ig season to support my sales organization and make 
d to make any commitments except that if I w: 
d sales strength, he would try to take care of me 
August 15, 1955, in one of Mr. H. E. Crawford's offices 
manager, Mr. Crawford agreed with me in Mr : 
ould not hold it against me for my limited 
ich as we had never received the number 
ve would have sold more cars in Spri 
heen made available to me. 
s August 15 hearing. Mr. Hogan admitted that I did not 
from November 1954, December 1954, and January and February 1955, for 
lers, but justified their distribution of cars on the ground that I did not 
the cars they desired through June to September 1954. Said Mr. Hogan, 
ey could not penalize a dealer who did a job for them in 1954 for one who 


iac could never secure its rightful share of the new car sales in Spring- 
ing 1946 to October 31, 1953, because the Cincinnati zone would not permit 
iny times I warned the Cincinnati zone office, “There would be a day that 
would want price class and they wouldn't have it.” Never was Pontiac 
lass discussed until January 14, 1955 by the zone office. 

On June 21, 1955, in my dealership, Mr. Hogan did not offer : alternative 
e to im] rove my operation so that I could carry on as a to tine dealer, 
iggested that I sell the physical assets of my dealership and to give them 
sion by July 1, 1955. On June 24, 1955, I wrote Mr. Hogan a letter, asking 

here was any alternative, to which letter Mr. Hogan has never replied. 

On July 15, 1955, I attended a conference in Mr. Hogan's office, with Mr. Jay 
isser, Dayton district manager, and Mr. Max L. Severs, my sales manager. 
his meeting, I tried to advise Mr. Hogun that we desired not to sell ut but 
tep up our operation to 10 additional car sales per month and 

lcar tradeins His reply was, “I will not buy that.” He proceeded 
to persuade me to sell out and then for the first tin advised me that 

| recommended to the Pontiac central office that vy franchise not be renewed 

\t the appeal meeting on August 15, 1955, in Mr. H. E. Crawford's office, both 
Crawford and Mr. Hogan tried to persuade me of the advantage of selling 
which after much persuasion I agreed to do as I did not wish to carry o! 
* the constant pressure I had had in the last 2 months. 

On September 8 or 9, 1955, Mr. C. L. Bates, Pontiac Cincinnati zone manager, 


ed me on the phone to advise me that he had just talked to Mr. Cliff Zuhars, 
ortsmouth, Ohio, and advised him to contact me. He also informed me that 
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Mr. Zuhurs was an acceptable prospective buyer for my dealership. Mr. Zuha 
had previously written me without Pontiac’s knowledge. 

On September 10, 1955, Mr. Zuhars and his son visited my dealership ar 
started negotiation for a purchase. On the following Monday, September 
1955, M. G. B. Hogan and Mr. Latham Clark, Pontiac regional manager, visited 
my dealership in regard to my sellout. Mr. Hogan asked about Mr. Zuhars an 
a Mr. Myers, of Indianapolis, another prospective purchaser ; and Mr. Hogan sai 
they were both eligible buyers. Mr. Hogan in the presence of Mr. Clark sug. 
gested that Mr. Zuhars would be able to use my electric signs, inasmuch as 
his name had six letters, the same as mine. Mr. Hogan also stated that any 
prospective purchasers that they sent from the Cincinnati zone office wou 
be eligible for appointment as a dealer in Springfield subject to the central office 
approval. 

On October 7, 1955, Mr. Hogan called me and informed me that on Tuesday 
October 4, he had flown to Buffalo and met with Mr. H. E. Crawford, general sales 
manager, and had Mr. Charles FE. Ernest approved as a dealer for Springfield 
I advised him that I had practically Closed a deal with Mr. Zuhars, and he said 
“Mr. Ernest will be the new dealer.” and that he was the only one for me t 
negotiate with; further, that Mr. Zuhars had not been approved. He made it 
emphatic: therefore we had to negotiate with and sell out to Ernest Pontia 
Inc., and Motors Holding division of General Motors Corp., as we had no othe 

Mr. Zuhars was very much disappointed to learn of this. 


STATE OF OHIO, COUNTY OF CLARK, December 22, 1955, 
I, Elden E. Conrad do solemnly swear that the facts and statements made in 
the rebuttal are true and correct as to the best of my knowledge and judgment 
and hereto affix my name and signature before a notary public. 
ELpEN E. CONRAD. 
Sworn before 
Ohio. 
[SEAL] 


me this 22d day of December 1955, at Springfield, Clark County, 


Dovores Boyp, 


Notary Public, Clark, County, Ohio 
My commission expires June 13, 1958. 


GENERAL MOTORS STATEMENT ON M. L. WARD 


Mr. Ward, who was originally appointed a Chevrolet dealer in 
1952, testified that his Chevrolet selling agreement was canceled be- 
cause he was not getting as many new-car sales and registration as 
Chevrolet thought he should. 

At no time did Mr. Ward obtain market penetration comparable to 
national average, and the market penetration obtained was contributed 
to by fringe area dealers. 

During the postwar period, 1947 through September 30, 1955, based 
on the dealer’s reported sales, Chevrolet was outsold by Ford by 475) 
units. It might be noted that based on the dealer’s reported sales for 
the year 1951, he was outsold by both Ford and Plymouth. Year- 
to-date, Septe amber 30, 1955, Ford had registered 102 more passenger 
units in the Albany (Ga.) area than had ( ‘hevrolet. However, based 
solely on the reported sales of this dealer only, Ford had registered 
205 more passenger units, or 75 percent more passenger units than 
Chevrolet in the Albany area, 

The operation of Mr. Ward has been anything but satisfactory. 
Over the years, in both the prewar and postwar periods, there have 
been many contacts and conferences with Mr. Ward. Members of 
Chevrolet's zone office have repeatedly called his attention to the defi- 
ciencies of his dealership operation and suggested methods and means 
for correction and improvement. 
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1't spect to Mr. Ward’s comments on the profit situation, 
s of his financial statements reveals that Mr. Ward has receiv 
rreturn on his investment. 
conference held on April f 1950, with the clealer, he agreed 
=> failure to cet leadership was due to his conservative trading 
es wherein only selected deals on both cars and trucks were 
lec. At the time of this conference, suggestions were made to 
Ward to improve this situation, such as changing the attitude of 
> sales manager as well as his own attitude about ageressive mer 
ndising a d the selection of deals. 

Ir. Ward acknowledged that he was quite content drawing his sal 
nd the profit develo ped by his ultraconservative « peration. 

He further stated that his other business interests would keep him 
pied if he did not have the Chevrolet franchise, but he admitted 
having the franchise helped his other lines of business. 

Chevrolet believes that every consideration and assistance was givel 

\Mir. Ward during his tenure as a Chevrolet dealer but that due to his 
ttitude and continuous poor performance, Chevrolet had no alterna- 

tive but to advise him that upon the expiration of his Chevrolet selling 
creement on October 31, 1955, he would not be offered a new agree 

ent. 

Mr. Ward testified that he had been requested to purchase advertis 

oe materials that he did not want. However, Mr. Ward did not state 

e type of advertising materials he was asked to purchase. The pr 

pal advertising materials Chevrolet asks dealers to purchase, are 

w-product information and announcement display materials, both 
he ch have proven over the years to be very beneficial to the dealer 
ization 

Mr. Ward stated that a General Motors parts warehouse was being 

pened in his town, to be operated by an independent dealer. Parts 

ll be sold at wholesal etoam umber « of subdealers, and also to inde 
dent dealers and garages, at a 2 percent larger discount that he 

ould receive as a Chevrolet dealer. This warehouse will also receive 

the wholesale discount on all purchases at the time the material is billed 
from the factory. 

We presume Mr. Ward refers to the oy pa gpa of a United 

\Motors Service outlet in Albany, Ga. While such a 1 independent 
tler, whethe ir he be a warehouse distributor or a job * r. controls his 
pricing or pol 1c Vv, W ith re spect to his sales or merchandise, the prices 

avs to United Motors Service division or aun other division of 

ral Motors for merchandise are the same as the prices se by 

in the same level of competition . to General Motors hh ke 

rchandise. The automobile dealer, such as Albany Menteek. is a 

‘and receives the same discount from list price as any similar 

If, however, the retailer performs the function of a whole- 

v selling some of his merchandise to another retailer, he re- 

a 25-percent rebate on such merchandise, so that his cost is the 
ime as others in the wholesale level of competition. 

lt appears that this dealer’s complaint is against the Robinson 

Patman Act and the right of an independent merchant to put his own 
ce tag on his merchandise within the provision of that act. 
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(Mr. Ward’s rebuttal statement follows :) 


AFFIDAVIT OF M. L. Warp 


GEORGIA, 
Dougherty County: 


Personally appeared before me the undersigned, M. L. Ward, who on out 
deposes that he is president and principal owner of Albany Motors Co., Ine., a 
Georgia corporation, which, until recently, was the Chevrolet dealer in Albany 
Doucherty County, Ga.; that he has read the statement made by General Motors 
in reply to testimony of deponent given before the O'Mahoney committee in Was} 
ington, I). C. on the Sth day of December, 1955; that there are certain statements 
contained therein which are misleading and untrue; that said statements and 
deponent’s cohniments and answers thereto are: 

1) It is stated that: 

“During the postwar period, 1947 through September 30, 1955, based on th 
dealer’s reported sales, Chevrolet was outsold by Ford by 473 units. It might he 
noted that based on the dealer’s reported sales for the year 1951 he was outsold 
by both Ford and Plymouth. Year-to-date, September 30, 1955, Ford had regis 
tered 102 more passenger units in the Albany (Ga.) area than had Chevrolet 
Hlowever, based solely on the reported Sales of this dealer only, Ford had regis 
tered 205 more passenger units, or 75 percent more passenger units than Chevri 
let, in the Albany area.” 

Deponent says that in any comparison of sales a distinction should be kept i: 
mind between “dealer’s reported sales” and “registration of sales.”” “Dealer's 
reported sales” would consist of only cars sold by that particular dealer whereas 
“registration of sales’ would include cars sold by other dealers outside of th 
trade area which are commonly called pump-ins. Hence, insofar as the ab 

tate ts compare Albany Motors Co., Inc.’s “dealer’s reported sales” as against 
and Plymouth “registration of sales” it would not be a fair comparisot 

Insofar as the above statements intend to compare Albany Motors Co., Inc.’s 
“dealer’s reported sales” as against the local Ford agency's “dealer's reporte 
siles,” it should be kept in mind that the Chevrolet franchise of Albany Motors 
Co., Inc., covered only the city of Albany and Doughtery County whereas the 
local Ford agency's franchise covered the city of Albany and Dougherty County 

s well as the town of Leesburg and Lee County and the town of Newton and 
Baker County, Ga. 


Deponent say hat i 


n September 1954, when the franchise of Albany Motors 
Co., Inc. wa ved for 1955, Mr. A. J. Sawyer, zone manager, told depone 
that he thought it was time to put another dealer in Albany, Ga.; that Alban) 
Motors Co., , was making too much money for itself and not enough for 
Chevrolet: : that Albany Motors Co., Ince. would be given through June as 
trial neriod to improve its operations: that if said improvement was not mad 
he might feel it cessary to recommend that the selling agreement with Albany 
Motors Co . be not renewed when it expired October 31, 1955. Depone 
states that : ime he stated to Mr. Sawyer that during 1954 Albany Motors 
Co., Inc. had been unable to obtain the cars needed and that if he would furnis 
us cars When they could be sold, Albany Motors Co., Inc. would do its best to 
improve the operation and that in June of 1955 we would do the best we cou! 
about the franchise renewal. Deponent further says that Mr. Appel, district 
representative, and Mr. Hugh Moore, assistant zone manager of Chevrolet 
were in the office with Mr. Sawyer at this time: that Mr. Sawyer assured 
deponent that Albany Motors Co., Inc. would get all the cars ordered and needed 
to improve the operations. Deponent says further, however, that this did not 
happen but that Albany Motors Co., Ine. lost innumerable sales because it was 
not able to obtain cars when they were needed. Deponent, in this connection. 
attaches hereto as exhibit A a “Chevrolet community registrations” form sent 
out by the Chevrolet zone office with Chevrolet figures inserted therein showing 
that Albany Motors Co., Inc. delivered 19 more cars than it was able to obtain or 
than was shipped to it through the month of June which means that in order 
to try to have a satisfactory number of sales Albany Motors Co., Ine. had 
purchased all ears from outside dealers which it was able to obtain. 

(2) It is stated that: 

“With respect to Mr. Ward’s comments on the profit situation, an analysis of 
his financial statements reveals that Mr. Ward has received a very fair return 
on his investment.” 
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ponent says that he thinks that the fact that the profit situation of Albany 
Co., Inc., was satisfactory is commendable considering the competition 
the company had in this area and that it shows a sound operation and 
ily considering the fact that the business was purchased from Motors 
ng Co. who were operating at that time and consistently losing money. 
to be noted, however, that practically the entire net profits of the company 
invested in real estate, building, equipment, and service facilities for 

¢ and servicing Chevrolet cars and trucks. 

It is stated that: 

a conference held on April 4, 1955, with the dealer, he agreed that his 
re to get leadership was due to his conservative trading policies wherein 
selected deals on both cars and trucks were handled. At the time of this 

ference, suggestions were made to Mr. Ward to improve this situation, such 
hanging the attitude of his sales manager, as well as his own attitude, 
aggressive merchandising and the selection of deals.” 
ponent says that in reference to the conference held on April 4, 1955, this 
ny Motors Co., Inc., was not getting the cars that had been promised in 
nference in September; that at said conference Mr. Sawyer again assured 
held when he called Mr. Sawyer long distance because of the fact that 
nt that Albany Motors Co., Inc., would get the cars needed and told the 
representative who was in the office at the time to see that Albany 
rs Co., Inc., got all the cars it wanted if he had to take them away from 
e other dealer. Deponent says, however, that the cars never came. We are 
ng hereto as exhibit B Chevrolet community registrations form covering 
tire year through October 1955, sent out by Chevrolet which discloses 

Albany Motors Co., Inc., sold 4 more cars than was shipped to it even 

the company was then going through a trial period and had been 

d ample automobiles. Deponent further states that he made no state- 

the effect that his failure to get leadership was due to his conservative 
ng policies wherein only selected deals on both cars and trucks were 

d. Deponent states that he did remark that Albany Motors Co., Inc., 

king every deal that was in any way a profitable one. 

It is stated that: 

Ward acknowledged that he was quite content drawing his salary and 
profit developed by his ultra-conservative operation.” Deponent says that 
de no such statement. 

It is stated that: 

further stated that his other business interest would keep him occupied 

d not have the Chevrolet franchise, but he admitted that having the 

se, helped his other lines of business.” 

ment says that he made no such statement, the statement itself being 

rous in view of the fact that he had no other line of business except a 
ropper on a small farm and a small interest in a finance and insurance 
ss which was handled in the office of Albany Motors Co., Inc. That depo- 
s of the opinion that the above statement must have been made to justify 

tion of the Jacksonville zone office with reference to the contract of 
vy Motors Co., Ine. 
}) Itis stated that: 

Ward testified that he had been requested to purchase advertising ma- 

that he did not want. However, Mr. Ward did not state the type of 
tising materials he was asked to purchase. The principal advertising mate- 
Chevrolet asks dealers to purchase are new-product information and an- 

cement display materials, both of which have proven over the years to be 
beneficial to the dealer organization.” 
ponent says that at the time of the introduction of the 1955 cars, the dis- 
representative came to see him for an order for new-car display material ; 

n account of the structure of the office and showrooms of Albany Motors 
Inc., being together, there were quite a few of the materials, such as cur- 
ns and drapes, which would be out of place in the showroom; that Albany 
tors Co., Ine., bought the display materials which were thought needed and 
irable; that a few days later the district representative came back with the 

der and stated that he had been advised that the Albany Motors Co., Inc., did 
spend a sufficient amount of money for display material; that deponent 
went over the list of display materials and told the district representa- 
that he did not see anything in there that could be used except possibly 
tehes; that the district representative said that Albany Motors Co., Inc., 
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supposed to buy a certain amount of material even if it were just matches 


so matches we bought up to the required amount of purchases. 
(7) It stated that: 


stated that a General Motors parts warehouse was being opened 
yperated by an independent dealer. Parts will be sold 
wholesale to a number of subdealers, and also to independent dealers and garags 


2-percent larger discount than he would receive as a Chevrolet dealer 


' 
This warehouse will 


t a 
also receive the wholesale discount on all purchases at th 
time the material is billed from the factory.” 

Deponent says that in making reference to the sale of Chevrolet parts to a loc: 
wholesale dealer or a United Motors Service dealer in Albany, his complaint 
was that sales made to such a wholesaler would be made at approximat: 
25 percent less in price than parts would normally be sold to Albany Motor 
Co., Inc., without reference to whether the wholesaler thereafter sold the parts 
at wholesale or at retail, whereas insofar as any wholesale business done b 
Albany Motors Co., Inc., in order to obtain a similar price, Albany Motors C 
Ine., would first have to submit a list of its wholesale outlets which were to be 
approved by Chevrolet and thereafter have to prove that sales were in fact mad 
wholesale through these outlets. 


This the 19th day of December 1955. M. L. Warp 


Sworn to and subscribed before me, this the 19th day of December 1955. 


[SEAL] IRENE B. Mock, 
Notary Public, Dougherty County, Ga 


CHEVROLET COMMUNITY REGISTRATIONS — PRICE AND WEIGHT CLASS 
a eRe 








eMC 
S INTERNATIONAL 
STUDEBAKER 
GROUP TOTAL 
[CHEVROLET 
FORD 
DODGE 
| @MC 
| INTERNATIONAL 
1 STUDEBAKER 


WEIGHT C 


eZ. 


eee 


¥ FOR CHEVROLET ®Y REGION____ SOUTHEAST 
ZONE ___ JACKSONVILLE 
YEAR-TO-DATE THROUGH Mh AA = pistrict__4 a oe 
DEALER TOWN_ALSANY GA 


DEALERSHIP NAME ALBANY MOTORS CO INC x; Ws cues OO. cathe 





STUDY OF THE ANTITRUST LAWS 


CHEVROLET COMMUNITY REGISTRATIONS — PRICE AND WEIGHT CLASS 





4 E 
NTERNATIONAL 
STUDEBAKER 


WEIGHT CL. TOTAL 


88 COMPILED ESPECIALLY FOR CHEVROLET BY @ L. POLK & CO 


IN A en 
oe ha ZONE ___ YACISONVILLE 
fEAR-TO-DATE THROUGH___ Ze DISTRICT 


“6 
DEALER TOWN_ALOANY GA 


DEALERSHIP NAME: 





GENERAL MOTORS STATEMENT ON WILCOX MOTOR CO. 


The Wilcox Motor Co. was first signed to a Chevrolet selling agree- 
nent during May of 1926 as an associate dealer and became a direct 
lealer during August 1930. The dealership operated continuously 
intil terminated on February 1, 1955. The dealership was dualed 
with Buick, operating on that basis from August 1927 to the date of 
termination. 

The selling agreement with Wilcox Motor Co. was terminated effec 
tive February 1, 1955, due to the death on December 24, 1954, of Mr. 
J. Leo Wilcox, the only individual named in paragraph third and sole 
»wner of the Wilcox Motor Co. 

At the time of termination, the dealership was assigned a fixed 
planning potential of 100. The potential had been increased progres 
sively from 60 in 1946 to 100 effective January 1, 1954. 

Mr. Sumpter Priddy, Jr., was never the Chevrolet dealer at Waverly 
ind held no personal financial interest in the dealership at any time. 

Mr. Priddy’s relationship with the Wilcox Motor Co. was that of an 
employee. Mr. Priddy’s first employment with the dealership began 
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in 1949, approximately 30 days prior to his marriage to Ros 
Wilcox, the only child of J. Leo Wilcox. the dealer. 

We are not certain of Mr. Priddy’s actual status in the dealership 
immediately preceding Mr. Wilcox’s death. However, he did assu 
the management of the dealers! lp ope ration from the date of 
Wilcox’s illness until the de alership was terminated on Februa 
1955, and he was active in the ne gzothi itions to dispose of the | phys 
assets of the dealership. 

With respect to Mr. Priddy’s qualifications to succeed Mr. W 
as the dealer, Mr. — was advised by the zone personnel who 
come in contact with 3 Prick ly that they were hot impressed 
him as a prospective aa for Chevrolet. Also, Mr. Wilcox, 
dealer, had indicated dissatisfaction with Myr. Priddy in that he 
that Mr. Pri ddly spent too much time on activities not connected 
the cle ales ship opr ration. Furthermore, while Mr. Wilcox Was i\ 
of the interim se liing agreement addendum, he hac hever expre 
any interest in executing it on behalf of Mr. Priddy, his son-in 
If such an interim selling agreement addendum had been execute 
the dealer and Chevrolet, Mr. Priddy would have succeeded \ 
Wilcox as the Chevrolet dealer on a probationary basis. 

In November 1954 Mr. Priddy called on Mr. Loehr, the Chev 
gone manager, and informed him of the seriousness of the illness 
Mr. Wileox. At that time Mr. Priddy stated that he had actus 
been operating the dealership ania wished to be considered as th 
placement dealer. Chevrolet, however, did not recognize Mr. Pr 

the oj erator of the dealership. 

In January of 1955, after the death of Mr. Wileox, Mr. and M: 
Priddy called on Mr. Loehr to discuss the dealership operation. B: 
expressed the wish that Mr. Priddy succeed Mr. Wilcox as the deale: 
On the base of the information reported to him, as stated above, Mi 
Loehr had serious doubts as to Mr. Pridc ly 's qualifi cations as a de 
However, with Mrs. Priddy, the daughter of the deceased de 

and wife of the applicant present, he was ina difficult position, 

He was reluctant to discuss in her presence the information re 
to him as to Mr. Priddy’s qualifications, particularly the report 
dissatisfaction of her father with her husband in not devoting | 
self fully to the dealership operation. Hle was therefore nonce: 
mittel, except that he inquired as to how Mr. Priddy proposed to 


the dealership, and discussed the Chevrolet policy requirement that 


an applicant must be prepared to have a minimum 25-percent une! 
cumbered financial interest in the dealership to qualify for co 
sideration. 

Mr. Priddy testified that he was asked to invest $80,000 exclusive 


the building, while arog ap yplhicant who was eventually given the selling 


agreement was asked to invest only $60,000, This difference may 
explained as Fee 

In the first place, the replacement dealer did not purchase all 
assets of the Wilcox Motor Co. Moreover, due to the poor pe eEorn 
ance in the community of Stoney Creek, Va., presently in the W ay 
area of responsibility, it was decided to remove Stoney Creek 
the Waverly area of responsibility and establish it as a ae ine 
tion to also include or cover the communities of Gray and Jarr 
presently assigned to the dealer point of Emporia. This change 


area assignment went into effect on May 2, 1955, and resulted in thie 
fixed planning potential of Waverly being reduced from 100 to 5 
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reduction, of course, had an effect on the financial requirements 
the dealer point of Waverly. 

It is noted that Mr. Priddy called the Chevrolet dealership operated 
Jasper W. and Vernard G. Cowling at Stoney Creek, Va., a boostet 


eration. However, the applications of Messrs. Jaspe r W. and 
ernard G. Cowling would indicate them to be respol nsible and sub 
ntial residents of Stoney Creek. The elder brother is 43 and has 


connected with the automobile business since 1936. The yvounge!l 
other is 36 and has been con mected with the automobile business 
e 145. They have evidently built up a send business and re puti \- 
in Stoney © reek, handling automotive parts, used cars, and farm 
pment. W snag they will operate on a temporary basis from their 
sent facilities, thev have purchased property one né-quarter of a mile 
Ol them present loc ‘ation and propose to erect a new braid ling hot 
rthan May 31,1956. Both Cowling brothers are named in par: \- 
ird and the initial investment called for is $40,000, of whie 
“25,000 1s net working capital. 
Mr. Priddy further remarked that he felt that he did not rece‘ve 
e consideration for the selln ne agreement at Waverly. However, 
= letter dated January 25, 1955, to Mr. Loehr does not seem to bear 
sout. The letter ap pears to te] ina friendly tone. It states that 
decision to make no further effort to secure the Chevrolet franchise 
is made after much consideration and discussion with his wife. 
Mrs. Rosalie Wilcox Priddy. He thanks Mr. Loehr in this letter fon 
the consideration given him. Hlowever, no mention is made with re- 
pect to further consideration or discussion of the matter. 
While, perhaps, Mr. Priddy may have thought Mr. Loehr or Mr. 
Grove could have worked on this situation a little more closely, it 
should be appreciated that a zone manager cannot possibly get around 
to calling on every dealer each month in areas where there are many 
! itll dealerships 
Mr. Priddy suggested that the construct'on of new facilities was 
ot feasible because the rental value for the facilities would not be 
mumensurate with the investment in the event of retirement from 
e automobile business. He suggested that a dealership facility 
ich as the one occupied by Mr. Wilcox would have a rental v: alue 
Waverly of only $75 a month. Tlowever, in dealing with the in- 


coming dealer, he proposed a rental of $350 per month, and finally 


the facilities were leased by the incoming dealer at $3,600 per year 
- year basis. 
Priddy complained that he did not feel that the sale price of 
: donee properties ee with what he considered to be 
eir fair value. While it is difficult for anybody to determine the 
ie value of such items at this time, the Chevrolet zone management. 
en they became aware of the negotiations betwen Mr. Priddy and 
ie Incoming dealer, felt that the dealer's asking price was too high 
ind the purchaser’s bid was too low. 
Following is a list of the items purchased by the : ye ement dealer 
d the amount which the parties finally agre eed to for each item: 


Item purchased Selling price 
Peay ick Sa i ones eed en baaaeounes a aa dala $12, 000 
Fh CECA Ri eee ga acted 2, 500 
Machinery and shop equipment____-----------~--- aed 3, 000 
Parts andl AGCONSORTON CIE. 5 ios 8 ch nckisanseinisace pas 5, 000 

urmitvere Ghd ‘GUO 6 5 sk os ehrndiemdetinneniaenaccnmamennsinne 700 
I a i a et era 23, 200 
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GENERAL MOTORS STATEMENT ON ED ILAMMER 


the early part of 1955, because of this dealer’s unsatisfact 
price an ad welght class performance, the Chevrolet ZONE Manavger re 
ommended that this Chevrolet-Oldsmobile dealership be undual 
In accordance with corporation policy, the recommendation was sub 
mitted to the General Motors distribution staff for consideration. 

The corpor ition approved the undualing—the Oldsmobile fray 
chise to be Wl ithdr: awn. 

The dealer was advised of this decision on June 24, 1955, in a joi 
meeting with the Chevrolet and Oldsmobile zone and district mat 
agers. At the conclusion of the conference, the dealer indicated | 
intention to appeal. 

On July 7, 1955, the dealer wrote to Mr. Keating, general manage 
of Chevrolet, protesting this decision. Tle based his appeal pr 
‘ipally on the fact that he had built a new building with Chevrolet 
and Oldsmobile approval, on the basis of having both lines, and that 
because of declining economic conditions in his territory, he did not 
believe it possible to operate at a profit without the dual line. M 
Hammer attached copies of letters from an officer of the chamber of 
commerce and a local banker to substantiate the opinions he expresse« 
in his letter. 

Thereafter, Mr. Fish, general sales manager of Chevrolet, sug 
gested that the zone and regional managers arrange a conference wit 
the dealer. 

The conference was held on August 10, 1955, and was attended 
the dealer, Chevrolet’s assistant regional manager, Mr. Strang, an 
Chevrolet’s zone manager, Mr. Olsen. The dealer presented his casi 
Mr. Olsen then made a chart presentation pointing out the dealer's 
deficiencies throughout most of his entire history as a Chevrolet dealer. 

At the conclusion of the conference, Messrs. Strang and Olse: 
agreed to request an extension of the Chevrolet-Oldsmobile dual for 
the next contractual year, with the understanding that during that 
time the dealer must. prove whether he could perform as a satisfactory 
dealer for Chevrolet. If not, it was understood that nonrenewal of 
the ¢ here selling agreement would be recommended. Mr. Hamme 
stated he thought this decision was fair, thanked Messrs. Strang and 
Olsen for their consideration and promised satisfactory performance 

On the basis of Chevrolet’s decision, Oldsmobile rescinded thei 
nonrenewal letter. However, a deficiency letter was exeeuted with the 
dealer by Chevrolet on September 20, 1955, confirming the understand 
ings reached at the above-mentioned conference. 

Mr. Ed Hammer was first signed as a Chevrolet dealer on April 16, 
1937, under the firm name of Hammer-Staunton Chevrolet. 01 
November 30, 1948, the firm name was changed to Ed Hammer. The 
first dual agreement with Oldsmobile division was signed on August 
10, 1946. 

From January | through September 30, 1955, 84 Chevrolet passenge1 

‘ars and 106 Ford passenger cars were registered i in the Sheridan area 
of responsibility, acc ‘ording to R. L. Polk & Co. reports. With respect 
to commercial and truck units, 34 Chevrolets and 50 Fords were regis 
tered in the Chevrolet weight class group. 

The above registrations give the Sheridan area a price class passe! 
ger car market penetration of 35.3 percent compared with zone average 
of 40.8 percent and the national average of 40.3 percent. The commer 
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ind truck units registered represented 26.0 percent compared with 
ne average of 35.6 percent and a national aver: age of 39.8 percent. 

A study of the Chevrolet potential in the Sheridan area was pre 
red early in 1955 at the time the Chevrolet zone manager requested 
mndualing of the Chevrolet and Oldsmobile at Sheridan, W yo. 

Che forecast indicated that an exclusive Chevrolet operation woul l be 

rotitable in Sheridan. 

\ir. Hammer’s initial investment as a dealer was $20,000. Since 
rst receiving the Chevrolet selling agreement, Mr. Hammer’s increase 
net worth together with the owner’s salaries, owner’s bonus, divi 

ls, and withdrawals shows a net gain of $592,373. This would 
te that Mr. Hammer has not invested his entire savings in the 
ding. His financial statements show an investment of $95,911 
nildings and $5,100 in land. The depreciation writeoff is $24,949. 
hevrolet records do not indicate whether or not a request was 
er made to include Mr. Hammer’s son in paragraph third of the 
lling agreement. ‘The current records indicate a son, Richard 
immer, as Owning a 5.5-percent financial interest. According to 
hevrolet policy, all individuals named in paragraph third must hold 
inimum 25-percent financial interest in the dealership. 


GENERAL MOTORS STATEMENT ON W. E. BUNTING 


Mr. W. E. Bunting, of Bunting Pontiac, Inc., Selbyville, Del., 

lied before the committee. 

Pontiac Motor division’s records disclose that Mr. Bunting was 

ginally signed as an associate Pontiac dealer on November 30, 1927 

e 10, 1934, the dealer voluntarily canceled the then-current asso 
ite dealer selling agreement and on the same date signed a direct 
erler selling agreement. 

On Septe umber 15, 1937, the dealer volunt: irily terminated his then- 

rrent selling agreement due to lack of capit: al and because he was 

idrawing from the automotive business. 

" Ratan economic conditions in 1940-41 were quite different from 
those which prevailed in 1937, and Pontiac, not having replaced its 
epresentative in Selbyville, Del., found it a natural thing to contact 

: former dealer and offer him a selling agreement, provided that he 
a | meet the financial requirements. 

Mr. Bunting did not develop a satisfactory dealership operation 
nd failed to take advant: ige of the opportunity available to him. The 

st results obtained in the immediate postwar period represented a 
io-percent sales performance. As the competitive market returned, 

s performance became progressively more unsatisfactory, until 
of June 1955, it was only 40 percent. 

On July 27, 1955, a complete presentation of his unsatisfactory sales 
performance was made to Mr, Bunting. He offered nothing in reply 

d stated that he had been seriously considering giving up the auto- 
m bile business and entering another field of activity. On July 27, 
1955, Pontiac advised the dealer that he would not be offered another 
elling agreement. The dealer made no appeal with respect to this 
lecision. 


Mr. Bunting’s rebuttal statement follows :) 
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FIDAVIT OF W. E. BUNTING 


BUNTING PONTIAC, INC., 
Selbyville, Del., December 19, 19 
Hon. Senator JosepH O’ MAHONEY, 
United States Senate, Washington, D.C. 

Drar Str: In reply to GM disclosures I cannot give you a sworn statenm« 
as my early records were destroyed, but will state that they are wrong on 
first contract. Namely, I did first sign as associate dealer in the sprin 
1926 under A. H. Brewington, of Delmar. Later, on November 30, 1927, 
thereabouts, I did sign under Powell Motor Co., Salisbury, and did stay 1 
way until June 10, 1934, when I became a direct dealer. CM says it was S$ 
tember 15, 19387, I voluntarily terminated (the same way I terminated it 
time) and I did not go out of business as the records show. In 1941 we co 
not vet all the cars we needed, and when production was stopped in Janu: 
1942, we had several orders in there unfilled. We did continue in busin 
throughout the war period and did have many more orders for cars than 
could get and that situation stayed until 1952. To help relieve the pressure 0) 
me for cars I did help a new dealer to get started in Georgetown, Del. At 
that time we needed cars and couldn’t get them. I noticed that ex-Pontia 
zone managers who had become dealers got plenty and were able to retire 
Then when the going got rough, Pontiac got rough, calling for more percent 
of sules. As I saw it, Pontiac had an edge on some of the other GM ears but 
they (Pontiac) let it slip by warming over the old cars too long and our cus 
tomers started moving away from Pontiac and I could not stop them. As to 
making no appeal to their division to cancel my franchise, I saw no point 
fighting it as I did not think the franchise was worth fighting for. I am not 
complaining about losing the franchise but the monetary loss I must suffe 
and the highhanded way it was, just hoping something may be done to pr 
tect other men in the future who have put a lifetime of work toward nothi 

Very truly yours, 
W. E. BUNTING. 

Sworn and subscribed to before me, a notary for the State of Delaware, this 
19th day of December 1955. 


[SZAL] MARIE BUNTING 


Senator O’Manoney. I really have been amazed at the manner 
which the protest on the factory-dealer relationship is snowballing. 
It comes from every section of the country. It comes from individual 
dealers, existing dealers, by letter and by wire. I, of course, would not 
put any telegrams from such ex xisting dealers in the record without 
first communicating with them, because I don’t want to make a bad 
condition worse. But I think it is important that you should know 
what we are receiving from the various automobile associations and 
where they come from. 

Mr. Hoan. Don’t you think that the volume that you have got 
now has established a pattern, that these were organized telegrains 
coming to you‘ 

Senator O’Mauoney. Maybe so. 

Mr. Hogan. And if a telegram favoring General Motors comes | 
you would want to question as to whether there was some pressure 
or coercion, but coming in from the other side, you seem to take it at 
its face value. I think it might be well to investigate to find o 
if there isn’t an organized effort to get these telegrams. 

Senator O’Manonery. I am not presenting those. I am telling vo 
that I have them. I am not presenting the individual ones. 

Mr. Hogan. I thought I heard quite a few of them. 

Senator O’Manoney. Those who willingly came forward w 
testified. 

Mr. Hogan. No: I heard the telegrams 
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itor O’Manonry. You didn’t hear the ones that did not testify. 
quite a volume of them. . 
Mr. Hogan. If the organizing record is good, there will be a volume 
or O’Manoney. I recognize that, too. But I think that asso 
yus—and Iam going to refer to these associations now for what 
value you or I or the committee may want to attach to them 
nk it is important for the public to know—for example, I re 
| this morning this was dated from Boston yesterday. ‘hi 
d by the executive vice president of the Massachusetts Aut 
wtlers Association. 
lon’t intend to read them. They will be made public later 
this points to the 90-day cancellation clause of all « 
husetts. 
| got quite a shock when I read the signature to this telegram from 
auer, but I found he spelled his name the wrong way, so it 
the President. 
[r. Hoean. It must be the wrong one, too. 
nator O’Manoney. Oh, yes. 
is from Elmont, N. Y., signed by Henry Eisenhauer, execu- 
vice president of the Brooklyn and Long Island Automobile 
lers Association. 
[ere is the New York State Automobile Dealers, Inc., by John J. 
rs, Jr., executive vice president. 
is the Shreveport Bossier New Car Dealers Association. That 
from Shreveport, La. 
llere is a telegram from Harrisburg, Pa., from C. S. Klugh, gen- 
manager, I -ennsylvania Automotive Association, Harrisburg, Pa.., 
ming to represent more than 3,000 automotive merchants in the 
state of Pennsylvania. 
Mr. Curtice. He is modest. The NADA represents 30,000. 
Senator O’Manonry. Of course he is only one State. 
Mr. Curtice. That is what they say. 
Senator anes: And Mr. John D. Orr, New Hampshire 
iobile Dealers Association: 
e offer by General Motors to extend dealer contracts from 1 to 5 years is a 
siohnary action. 


+ 


hat 1s a common statement in these wires, and not prompted by 
ody at this table, I assure you. 

Mr. Currice. Not at this table. 

Senator O’Manoney. Not at this table. 

Mr. Curtice. But in the room. 

Senator O’Manonery. Oh, I wouldn’t think so. 

Mi. Curtice. I would think so. 
ator O’Manoney. Well, we will go into that when we put you 
on the stand about prompting telegrams. We have got the 


Ccrtice. I told you that no official of General Motors prompted 
telegrams 
itor ©’ MAHONEY. Yes, you did, sir. 
\ir. Curtice. I repeat that. And that is a correct statement. 


~ 


or O’Manonery. I accept it as such. 
Here is one from Salt Lake City signed by the Utah Automobile 
Vealers Association, Elias J. Strong, executive vice president. 
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Here is one from the Denver Automobile Dealers Association, J, J. 
Marsh, president. 

Here is one from the Automobile Dealers Association of Indiana. 
Robert G. McLane, president. 

And so it goes. You see, it is piling up. 

This is a rather remarkable message which I received within the 
hour from Clarksville, Tenn. It is a quotation from an article jn 
the Thursday morning Tennessean, dated December 8 

Three out of four General Motors Corp. dealers here believe the 5-year con- 
tract offer of General Motors makes little difference one way or the other 
survey showed yesterday. 


“When the fine oldtimers in General Motors management passed along, an 
were replaced by selfish eager beavers 


» a 


the words are not mine— 
the human relations between the corpor: ition and the dealers reached a high 
degree of disagreement and dissatisfaction,” one dealer said 

As far as the dealers know, the 5-year contract would still carry a 30-day 
cancellation clause, which has always been effective. A dealer said: “Even 
if it did not, | would expect Mr. Curtice, the president, to find a way out of an 
ironbound contract if he wanted to. So I feel no more security now than ever,’ 

He said GM has “slammed the door” in the face of the factory relations 
committee of the National Auto Dealers Association on all occasions, which is 
directly responsible for the present Senate hearing. 

Another dealer said that, while there was “some alleviation in my mind,” 
he thought that GM has a long way to go to clean up a “shameful maldistribution 
situation, which has resulted in a black market on a national basis.” 

Now, I read these without saying that in any respect they are 
correct. 

For example, this sentence that— 

GM has “slammed the door” in the face of the factory relations committee of 
the National Auto Dealers Association on all occasions, which is directly 
responsible for the present Senate hearing— 

of course that isn’t true. This hearing was originated by the fact 
that the Attorney General of the United States called together a large 
commission to examine the antitrust laws and to make recommenda- 
tions. That record reached the Senate and the House, and the Judi- 
ciary Committees in both Houses have been studying that report. 
That was the initiation of this. 

Mr. Hocan. I hope, Senator, that you will scan the other tele- 
grams to decide which is true and which is not. 

Senator O’Manoney. Of course. 

Mr. Hogan. In this particular one you have decided that one part 
you will reject. My feeling is that a series of letters and telegrams 
coming to you like that without examination doesn’t prove a thing. 

Senator O’Manoney. I reject that because I know it isn’t true. 
The others I don’t know about. And we are going to ask you to tell 
us about them. You will have your full opportunity. I read them. 

Mr. Hocan. Our time is getting short. 

Mr. Curtice. I have already told you about those. 

Senator O’Manoney. I will read them, sir. 

Mr. Curtice. They are all. 

Senator O’Mauoney. Because they give testimony to the wide- 
spread national interest which exists in this problem of factory-dealer 
relationships. 

Mr. Curtice. They seem to all come from the executive directors of 
State associations. 
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Senator O’Manoney. Well, those are the ones that I have read now. 
Mr. Curtice. Yes. 

Senator O’Manoney. There are a lot of others that I have not. 
Senator Francis Case sent word to me today that he would like to 
ike a short statement to the committee. And I suppose the repre- 


sentatives of General Motors will not object to my giving him this 
time now. 


STATEMENT OF HON. FRANCIS CASE, UNITED STATES SENATOR 
FROM THE STATE OF SOUTH DAKOTA 


Senator Casr. By your courtesy and that of the witnesses, I would 
like to make a brief statement, Mr. Chairman, and I think I shall use 
about 5 minutes. 

It happens that the last 2 or 3 years I have attended meetings of 
the State Automobile Dealers Association in South Dakota, having 
spoken at their annual meeting, at their dinner meeting at Rapid 

‘ity a year ago, and at their annual meeting at Sioux Falls this past 


morning I received a telphone call from the executive secre- 
tary of the South Dakota Dealers Association about your hearings. 
| told him at the outset that I had had personal conferences and 
correspondence with some of the dealers in South Dakota during the 
past summer and fall, and was somewhat familiar with their problem. 

In fact, there was one particular situation that I had gone into 
in some detail and the person or the dealer involved has supplied me 
with a statement reciting his experience. It was supplied to me on 
the 15th of November. 

lhe dealer in question is no longer a dealer. He was Mr. Keith 
Wyman, of Vermillion, S. Dak. 

I should like to leave his statement and his enclosures with the 
ommittee, not to place it in the record—I think it is a little long for 
that Mr. Chairman—but I think it should be available in your files 
for study by the staff. 

If I may I would like to submit that at this time—— 

Senator O’Manonry. It will be received for the files. 

(The document will be found in the files of the committee.) 

Mr. Hogan. May we have a copy of it, please? 

Senator O’Manonry. We will see that you get a copy, Mr. Hogan. 

Senator Case. With respect to the statements by the executive 
secretary of the association as made to me by telephone within the 
forenoon, the secretary is Mr. D. B. Broderick, and I told Mr. Brod- 
erick that I had intended to ask permission to file this particular 
statement and to talk with the chairman of the subcommittee to pre- 
sent the point of view that had been expressed to me by several of 
the individual dealers. 

I would like to state in view of what has been said with respect to 
these telegrams coming from associations, the average individual 
dealer hesitates to put himself in writing or to send a telegram because, 
as Mr. Broderick said this morning, merchandise is the lifeblood of 
their operations. 

The dealer who does not get merchanise simply does not exist, and 
there is a hesitancy on the part of some dealers to express themselves 
in writing unless they be washed out or unless they find it difficult 
to get. merchandise that they want. It is only natural that they ex- 
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press themselves or their collective opinion, I think, through the sec- 
retaries of their associations. 

For that reason, the fact that many of these expressions are coming 
through the associations should not be discounted too greatly 0) 
that score. 

Mr. Broderick said to me this morning that the dealers, while they 
appreciate the suggested extension of ‘contracts or franchises to 5 
years, yet they question whether that is going to solve the basic prob- 
lem. The basic problem in their mind is eetting a two-sided con- 
tract. They feel that the contracts as written for dealers generally— 
and this does not apply to General Motors alone—that the contracts as 
submitted by factories generally, are somewhat one-sided. 

And the correction they would like to see would be a better relation 
ship which would result in a contract where they did not feel the 
selves wholly at the mercy of the factory. 

Mr. Broderick suggested that he thought there are three things 
that could happen: One would be to get a two-sided contract devel- 
oped. Another would be to leave the dealer in jeopardy as he now is, 
A third course would be to just say that the contracts do not mean 
anything, or franchises do not mean anything and let every dealer 
operate as a grocery does and sell all kinds of brands or makes of cars, 
with the result that the customer would lose the assurances of servi 
that he feels he gets when he deals with a dealer who does represent a a 
definite firm and has the tested parts and the trained mechanics who 
insure reliable service on a particular type of car. 

It is a difficult problem. 

Many, many years ago I was in the car business, in a very, very small 
way, for 1 year. I had asubdealership. I decided at the end of that 
year I either had to go into it on a larger scale or get out of the news- 
paper business, and since I had a larger investment in the newspaper 
business at that time I stayed with my first occupation. 

Mr. Currice. If I may interrupt, you made a great mistake 
[ Laughter. | 

Senator O’Manoney. Let me say that he has the privilege of sitting 
at this table without a subpena. [Laughter.] 

Mr. Curtice. I was just thinking in terms of how much more suc- 
cessful he would have been. 

Senator Case. I suppose that depends upon how you measure 
success. I have had an interesting life in the newspaper business and 
in ag oan 

Mr. Currice. I would also like to say it is unfortunate—I assume 
that you are thinking from the profit view—for your own self that 
you have not had the benefit of the testimony that has come before 
dealing with the very question that you are trying to present. 

Senator Case. You mean the testimony presented this morning. 

Mr. Curtice. For the last 3 days. 

Senator Case. I have been following the reports as they have 
peared in the press. 

Mr. Currice. Yes, the press is doing a very fine job, but in 
volume of testimony there is much that I am sure that even tho 
these boys write it, their editors do not find room for it. 

Senator Cass. Yes. 

Well, Mr. Chairman, I am not pretending that I am qualified t 
testify with respect to testimony that I have not heard or read. | 
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erely cited this reference to the fact that at one time I had a sub- 
ership for Chevrolet as convincing me that it is not a simple 
blem. Our little contract that we had back in 1926 or 1927 or along 
here—I am not sure when it was—in the late twenties, was not very 
mp plicated, and our experience was not very extensive, but I do 
ognize that there are many aspects to it. 
[ hope that these hearings, Mr. Chairman, may be helpful in devel- 
ing a contract relationship, and perhaps even principles of contract- 
¢, that will alleviate the problem a is not one-sided. It is not 
problem merely of the dealers; the factory has its problems. I 
recoonize that, but I do hope that the hearings will result in establish- 
¢ a better relationship in this period where competition is intense, 
where you have varying economic conditions. 
\s the chairman well knows, in agricultural areas, and particularly 
treas where weather conditions were not too favorable this past 
‘ar, you have a different marketing condition than you do in cities 
| in communities where industrial payrolls keep the general 
omy ata high level. 
We are not operating at a high economic level in agricultural areas, 
| particularly in the areas in South Dakota where we had a spotty 
fall last summer. 
Our dealers, necessarily, then feel that the result they might get if 
vy were operating in an area where you have payrolls, independent 
f agricultural returns, that they cannot get quite the same results. 
\nd so these goals and pressures seem to be particularly severe to them. 
Mr. Curticr. May Lask the Senator another question ? 
Senator O’Manonry. Iam sure that he will be glad to respond. 
Mr. Curtice. I should like to ask you about your crop of pheasant. 
I used to enjoy going there to hunt, year after year. What has caused 
e production of pheasant to reac h such a low level that there are not 
| ah ¢ 
Senator O’Manonry. They have migrated to Wyoming. 
Laughter. | 
Mr. Currice. Every time I left at the end of a few days, there were 
thousands and millions of them in the old d: ays, but in recent years 
ey are gone. 
Senator Case. Well, of course, the interruption by the chairman 
s his privilege, but he would be a little embarrassed if we were to 
ipare the season records offered for hunters in Wyoming with 
ein South Daketa. [| Laughter. | 
Mr. Curtice. You mean, they have some there in Wyoming ? 
nator Casr. I have not even heard of an open season. Do you 
ean open season in Wyoming ? 
‘nator O’Manonry. We protect our wildlife. 
ator Case. Immediately following the war we had some very 
| pheasant populations, because of the shortage of ammunition and 
bsence of hunters. The | OVS were hunting something else in 
»days. We used to have a game limit of 8 birds for 1 or 2 years 
end. Itisnow 3. 
pheasant population this past fall was, by far, the best hunting, 
led by far the best hunting we have h: id in several years. 
C ‘urTICE. From a very low level. 
nator Case. I do not know. You could get your bag limit this 
n the course of an hour and a half, if you were hunting in the 
nties that had that limit—some counties had a 45-day season. 


Cr 
t 
t 
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Mr. Currice. If you were a good shot—I do not claim to be on 
but a good shot in those days could get the bag limit, which was highly 
then, in a much shorter per ‘iod of time. 

Senator O°Manoney. That ain’t the way I heard it. [Laughte: 

Senator Case. In any event, the proof of the pudding is what yo 
can do, and we invite you all to come out for ~~ pheasant season, 
width will * — again next fall. This year was really the best 
hunting we have had in 5 or 6 years. 

Mr. Curtice. I heard it was going to be better this year, but 
still not reaching that average where it used to be. 

Senator Case. I think hunting was abnormally low during the \ 
years. 

Mr. Curricr. Yes, it was. 

Senator Case. You could not get the ammunition. 

Mr. Currice. These last few years it has gone down. 

Senator Case. Then we had a very severe winter in 1949. 

Mr. Currice. Could you not control the winter? Can you not 
speak to the Senator here? Maybe you can get him to help you con- 
trol the winters up there. 

Senator O’Manonry. Well, my first job, I think, Mr. Curtice, is to 
control the automobile manufacturers and the dealers, so that they 
can sit down in a very friendly atmosphere which has been exempli 
fied here this morning. I think that Senator Case’s plea, coming as 
it does on the heels of diverse pleas that I have made for an amicable 
conference between dealers and manufacturers to settle this selling 
agreement business, is moving much closer to accomplishment as a 
result of the appearance of Senator Case here this morning. 

Mr. Curvice. The reason I said it was unfortunate that the Senator 
did not hear the testimony was because he is thinking in terms of the 
agreement. It is what is not in the agreement that is of greater im 
portance to the retailing of automobiles today—the absence of se 
curity, the bootlegging practices developed during the immediat: 
postwar period and have continued, and so-called price pack—those 
are the three things which under the law none of us has any contro! 
over. 

Senator Case. Mr. Chairman, I assure you that I will be glad to 
read the transcript of the testimony offered during the last few days 
when it becomes available. 

[ would like to make one further point; that is, my own feeling is 
that something might be accomplished if the so-called boards of appeal 
could have some sort of an independent status. With the extension 
of franchises to 5 years, presumably the only way in which a franchise 
could be terminated would be through cancellation. At the present 
time the annual expiration gives an opportunity for nonrenewal, but 
even with a longer term it could be canceled upon 30 to 90 days o1 
whatever the terms of the franchise are. 

Mr. Currice. But for cause; it has to be for cause. 

Senator Casr. For causes that are recognized. And the showing 
before a board which is constituted by the ‘industry. 

Mr. Currice. In the event the complaining party elected to bring 
it to an impartial court. 

Senator Casz. When you use the words “impartial court”—— 

Mr. Currice. Don’t we have some # 


A 
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Senator Cass. I want to ask you the question. Do you mean that 
you are not satisfied with what the industry’s own board of appeals 


loes, that the franchise holder can go before a Federal court? 


Mr. Curtice. I do not know of any industry appeals board. I am 
ng that the complaining par ty— 

Senator O’Manonry. The Senator, of course, is referring, Mr. 

urtice—may I speak 

Mr. Curtricr. To the impartial board. 
Senator O’Manoney. Senator Case, of course, is obviously referring 
to the industry appeals board, but the appeals board which is set 

) by General Motors. 

Mr. Curtrice. That is right. 

Senator Case. That is right. 

Mr. Curtice. We have an appeals board, but that is not an industry 


ppeals board. It is General Motors. 


senator Case. When I used the term “industry” I meant the busi- 


. Curtice. I do not know that any of the other companies have 
an appeal board. 
Senator Case. Do you feel, Mr. Curtice, that any board set up by 
. factory to pass upon the allegation of causes can be regarded by 
e man who appeals as wholly impartial ? 
Mr. Curtice, Oh, entirely so. 
Senator Casge. Well, that I think 
Mr. Curtice. The judgment can only be arrived at based on the 
, and the testimony that has been given by certain witnesses before 
: committee we have refuted this morning with the facts, and it is 
‘ry strong indication that much of the testimony was greatly at 
riance with the facts. 
Senator O’Manoney. Senator Case is not referring to the testi- 


ony here this morning. He is making a suggestion which might 


iture into a recomme indation for legislation, namely, that any dealer 

o was dissatisfied with the action of the factory in canceling his 
chise, whatever it might be, should have the right to be heard by 
npartial board, not by the officers of the factory itself. 

Senator Casr. That wrote the contract. 

Senator O’Manonry. That is right. 

Mr. Curricr. What I am saying is that he has the appeal before an 


mpartial court subsequent to a determination, if he chooses to bring 
I | 


efore our appeals board. 

Senator O’Manonry. Well, Mr. Curtice, you must realize 

Mr. Curtice. Which gives him that impartial hearing which you 
talking about, but I say to you there is no prejudice in the appeals 
ird in the hearing and examination. 

Senator Case. Who pays the salary of the appeals board ? 

Mr. Currice. ed coe Motors. 

Senator Casr. The factory or company that wrote the contract. 

Mr. Curt _ Yessir 

Senator Cc ise. I did not come up here, Mr. Chairman, to get argu- 
ntative. I came up here to present a statement. But if it is the 
se of the chairman of the committee to get a little debate from 

Curtice on this course, as to whether any appeals board that is 


t up by a party to the contract is impartial or is in a position to render 
completely objective judgment, I would be willing to debate that 
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point. I think that, on the face of it, the burden of proof would 
the other way. 

Mr. Hogan. Then you have got yourself, Senator, in the other 
tion, that all the State laws are such that the full board is all comp: 
of dealers. Are they any more objective, unprejudiced ? 

Senator Case. M: Ly [ respectfully suggest that 1 have not suggest: 
that that is where the decision ought to rest either. 

Mr. Hocan. No; I was telling you you are moving to anot 
position. 

Senator Casr. No; Iam not moving to another position. 

Mr. Hocan. Isay you would be forced to. 

Senator Case. You are the one who is suggesting that, whic! 
not my suggestion. 

Mr. Hocan. No; I said that there was this other side. 

Senator Casr. And it may be that this little indefiniteness, the ter 
that I used “industry,” might offer some solution to this. It mig 
be that these appeals boards ought to be a board which is an inter 
factory board or a board which has representatives selected by t 
dealers’ associations as well as by the factories in order that you cou! 
get some assurance of impartiality or objectivity. 

I would hesitate to suggest at this stage, with what limited oppor 
tunity I have had to know of the testimony that has been offered, 
that the Government should set up a board of referees here. 

Senator O’Manonry. What you have said suggests to my mind the 
thought that I know is in the minds of some other Senators. We hav: 
a standing Committee on Interstate Commerce. This committe: 
itself, the Committee on Interstate Commerce, is studying the proble: 
of automobile distribution, too, and has gathered a great deal of testi- 
mony or of information about it. 

Mr. Curticre. May I respectfully—— 

Senator O’Manoney. Pardon me, Mr. Curtice. 

Mr. Currice. Yes. 

Senator O’Manoney. So it would be easily possible to recommend 
that the Interstate Commerce Commission itself should have jurisdic- 
tion to hear appeals by dealers from the appeals board of General 
Motors, so that there would be a guaranty that the appellate boar 
would not be a partisan of either side, either for the factory or fo 
the dealer. 

Senator Casr. It seems self-obvious that if we are going to have an 
umpire, that the umpire should not have his allegiance controlled 
through his paycheck by one side to the question at issue. 

Mr. Curtice. May I respectfully suggest, Senator, that you made 
one very pertinent statement that this is quite a complex business. 

Senator Case. It is. 

Mr. Currice. And that you have not been connected with it since 
1926. 

Senator Casr. I have not been in the business since that time. 

Mr. Curtice. That is right. 

Senator O’Manoney. But Senator Case has been a member of-— 

Senator Casr. I have attended two recent sessions of the Automo- 
bile Dealers Association of South Dakota; I visited with many of 
them individually, apart from the discussions that I heard at those 
meetings, and I think I know something about how the dealers feel 
and the problems that they find confronting them at this time. 
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I think that these hearings can be helpful if they are approached in a 
it of mutually seeking a solution for the good of the country. 
‘nator O’MaHoney. Well, I quite agree with you, and I think that I 

oh to say for the record that I have known Senator Case of South 

‘ota ever since he first became a Member of the House. He served 
ere with great distinction, as he has in the Senate, and his career, 
though he is a Republican, has been distinguished by independence 
f mind and independence of thought, and I think we all in the Sen- 
have learned to listen with respect to the suggestions that he 

KOS. 

Senator Casr. Mr. Chairman, I could not think of a better time for 

to retire from this hearing room. 

Mr. Curtice. I hope you will do something about those pheasant. 
Senator Caspr. You come out. 

Senator O’Manoney. Thank you very much, Senator. 

The committee will now stand in recess—I beg your pardon. 

Mr. Hoean. Mr. Chairman, yesterday we put in the summary of 
he acquisitions. We have delivered the supporting data some time 
co to Mr. Burns. I thought we might put it in one bulk so the two 

them would go together. 

Mr. Burns. This is simply a question of tle order in which it goes 
tothe record. I was going to suggest to Mr. Hogan—they have given 

a great deal of material—we have not digested all of it; we would 
‘to decide how much of that should go in the public record after 
, hearing, and anything, of course, he wants will go in also, but 
ere may be some of the information that was submitted to us for 
study purposes which should be presented in a slightly different 
iy for public information. I was going to suggest that we would 
bmit to him any and all material that we intended to put into the 
cord so that he would have an opportunity to supplement it or 
ke suggestions as to the form. 

Senator O’Manoney. That is agreeable—— 

Mr. Hogan. That is agreeable. I made the suggestion because I 
hought one piece without the supporting documents would not make 

se. 

Mr. Burns. I would rather put them together later. 

Mr. Hocan. But if Mr. Burns has not finally decided what to do, 

ippose he and I can look it over and if there is disagreement, we 

ll come to you. 

Senator O’Manonry. We want an understandable record. 

Mr. Hoean. If there is a disagreement, we will come to you? 
Senator O’MaAnoney. Yes. 

Mr. Hogan. Thank you, sir. 

Senator O’Manoney. The committee will stand in recess until 2 

(Whereupon, at 12:45 p. m., the subcommittee recessed, to resume 
: 15 p. m., the same day.) 


AFTERNOON SESSION 


Senator O’Manoney. Are you ready to proceed, Mr. McHu 

Mr. McHueu. Yes, sir. 

Senator O’Manoney. Very well, sir. 

Mr. Hoean. I notice that Mr. McHugh has a parts order. And he 
another statement to make in connection with parts, Mr. Chair- 
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man. I wonder if it might be helpful if we put the rebuttal in first 
and then let Mr. McHugh take the questions on that. 

Senator O’Manonry. You mean the statement replying to what 
some dealer had said, or parts man ? 

Mr. Hogan. Yes. Yousee, you had 4 days of parts people. 

Mr. McHven. The questions I have here are related directly to some 
of the rebuttal statements that were presented this morning which it 
seems would be pertinent to present at this time. 

Mr. Hocan. 1 thought Mr. McHugh had picked up a pamphlet that 
had todo with parts. And we had the rebuttal on parts, and I thought 
it might be well if we put the rebuttal In on parts now. 

Senator O’Manonery. He is just examining the witness now, and a 
the examination goes on, if it seems desirable to take up any further 
statement on that, then that would be a proper time. 

Mr. Hocan. I take it that some of the matters we intend to cover by 
rebuttal won't be covered by Mr. McHugh at all. 

Mr. Burns. Mr. Chairman, I have read the statement which Mr, 
Hogan has, and I intend to refer to it in connection with the next wit- 
ness which I am prepared to examine. 

Mr. McHugh is not prepared on that. He is prepared for Mr 
Hufstader. 

Senator O’Manoney. I think that is the orderly way to proceed. 

Mr. Hocan. Yes, but I think the man who is in charge of that par- 
ticular matter in our setup is the best man to make the presentation, not 
somebody selected by Mr. Burns. 

Senator O’Manoney. He can make it when Mr. Burns is ready to 
examine him on that point. 

Mr. Hocan. Mr. Hufstader is the man who is familiar on that. 

Mr. Burns. When the time comes, I will examine Mr. Hufstader on 
that. 

Senator O’Manoney. It is just a matter of order, and I am not pre- 
pared to overrule my chief counsel again. 

Mr. McHwven. I had inquired earlier of Mr. Hufstader as to whethe 
or not the distribution staff had general supervision over the distr ‘bu. 
tion of parts, and I was told it had. And I assumed the questions 
directed to that would probably be pertinent to Mr. Hufstader. 

Mr. Hogan. May I make a correction. You said “general.” I 
don’t think there has been any testimony from Mr. Hufstader on that. 

Mr. McHvuen. I asked him a question, whether the distribution 
staif had jurisdiction over the manner in which parts were distributed 
as well as cars. 

Mr. Hocan. Policy or operation? I think he restricted himself 
to policy . 

Senator O’Manonry. Let’s get it down to question and answer and 
stop the argument. 

Proceed, Mr. McHugh. 

Mr. McHvueu. Mr. Hufstader, as you know, there has been con- 
siderable dealer testimony concerning the alleged coercion in con- 
nection with parts, supplies, and accessories. You have introduced 
here this morning a rebuttal statement in connection with Mr. Silaz, 
a witness from Conway, Ark., a dealer who testified. 

I have before me a parts order for the 1955 model on Oldsmobile 
which was furnished to the committee at the time when Mr. Silaz 
testified, and it was accepted as an exhibit in the case. 
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I would like to ask you to examine this parts order form, and ask 
vou whether or not you are familiar with that type of form. 

’ Mr. Hursraper. Yes, I am generally familiar with that. 

would like to point out, though, Mr. McHugh, you say I have 
eral supervision over the parts activity and, I reiterate again, only 
. policy basis. 

is d to get the answer to your question immediately, I am generally 
liar with the forms such as this. 

might go on to point out to you that it is, as it SaVvs, a parts order 
1956 models. 

Mir. MclHivuen. Now, the witness indicated that he had been re 
quired to sign this parts order and that he had no selection concerning 
the parts which he took under this order. 

Will you tell us whether or not it is customary for the company 
to provide a form of this nature in which the quantities of each of the 
yurticular parts are printed in? 

\ir. Hursraper. They are printed right here. 

Mr. McHI[uen. Is that customary in the preparation of this form ‘ 

Mr. Hlursraper. 1 would point out to you that for your informa 
tion that this is an activity which undertakes to be helpful to the 
dealer in setting up these parts orders for the forthcoming 1956 model. 
And these are purely suggestive—suggested minimum quantity. That 
iin is an effort to be helpful. 

Here is 2 new model that is going to be introduced on the market 
are just sugge ting i the dealer that it would be reasonably 
business that he Carry a minimum stock of these respective 


lr. McHuen. Mr. Hufstader, under this form, what election then 
oes the dealer have in connection with his purchases ¢ 
Mr. Hursraper. If he bought too many, he has the election to send 
back within 30 days after he receives them. 
Mr. McILuen. Does he have any election in the first place as to how 
ny he will buy ? 
Mr. Hursraper. Certainly. If he does not want to, he san say, “I 
‘t want those.” 
Mr. McHuen. In other words, taking the first part, No. 8616958, 
‘ ere it indicates that category “c,” that is the first one 
unat. Mr. Hursraprr. Which one ? 
ution Mr. McHuceu. The first one. 
buted Senator O’Manoney. You have different exhibits. 
Mr. McHueu. The first one that you have there. You notice the 
irt number. 
Mr. Hursraper. Valve of engine intake, 1956, all models. 
Mr. McHueu. What is the number there under the category ‘ 
uggested minimum quantity ? 
Mr. Hursraprer. Nothing. 
a cen Mc ry H. Is there a number suggested on the next item in 
oe category “ce” ? | 
duced Me 
Silaz 


tribu 


stions 


, if 
imseil 


es FSTADER. Yes. 
Mr. McHuen. What is the number ? 
itn Mr. Hursraper. Eight. : 
City Mr. McHuen. Does the dealer have the option of taking more or 
hota less than eight ? 
Mr. Hursraper. He certainly does. He could cross that out and 
eanything he wants. It is purely suggestive. 
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Mr. McIlocu. Is that the way itisdonethen? This form is handed 
to him and he has the option of crossing these numbers out and adding 
different numbers ? 

Mr. Hursraprr. He does not have to put his name to anything he 
does not want to. Itis purely suggestive. 

Mr. MclHlueu. But the form when it is printed up always con- 
tains- 

Mr. Hursraper. To be helpful. 

Mr. McHueu. These numbers—— 

Mr. Hursraper. Yes. 

Mr. McHveu. He has the option—— 

Mr. Hursraper. You notice it varies, the different ones, a, b, ¢. 
Those are assumed that is for different size of dealerships; isn’t it? 

Mr. McHuen. Mr. Hufstader, there does not appear to be any pric: 
set forth in the column marked “Net price” on these. 

How does the dealer know what the price of these items are at the 
time he orders them ? 

Mr. Hurstraper. There is a list-price schedule established. There 
is a supplemental price schedule that is afforded him. 

Mr. McHven. But the column providing for net price here does not 
state anything with reference to price. 

Mr. Hurstraper. No. It is blank. 

Mr. McHueun. He has to get that then? 

Mr. Hurstaper. From a price schedule. 

Mr. McHven. From a supplemental price schedule? 

Mr. Hurstaper. Yes. These are quantities and here is the price. 
That is right. 

Mr. McHuen. Is this procedure of printing in the number of each 
of the parts on these parts orders done only in connection with the 
parts order covering the beginning of a new year, parts for the next 
year ¢ 

Mr. Hursraper. On this particular order that is right. On this 
particular pad, yes. 

Mr. McHuenu. What would be procedure in connection with add 
tions that are made to the parts during the year? 

Mr. Hursraper. Then there is a different parts order pad that 
used by the dealer in which he can stipulate whatever it is he wants 
nothing printed on there. This is again an effort to be helpful to the 
dealer, and please do not read into it that there is the slightest in 
ference of coercion, which you might want to read into it. 

Mr. McHven. It isn’t a question of reading it into that. That is 
what we are trying to find out. 

Mr. Hursraprr. You see, the parts business is a very complicat: 
business. There have been a lot of people in it for a long period 
vears and still have much to learn about it. All we are trying to d 
is to be helpful to the dealer, in facilitating him to have parts for 
new model which is forthcoming. And as we have repeatedly pointe 
out, this again backs right up to this effort to serve the customer. 


Assume now that you have a new model shipped to you and son 
ing goes wrong, as it may or may not do. We hope not. But 1 
We are trying to have the dealer in a position so that he can | 
a satisfied customer. 
Mr. McHucu. We are simply trying to find out what is the e! 
of this order form, and find out whether or not there is anv substar 
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e statements mi ade by the dealer when he states, when it is pre- 
d i n this form he has no option, or he had no option as to the 

.r of items as he thought and, in fact, by the nature of the form 

hich it is prepared, was required to buy it in these quantities. 

\r. Hurstaper. I repeat again that I am trying to explain to you 

t it is an effort to be helpful to the dealer in this complicated-parts 
tion. I dare say Mr. Silaz does not concern himself too much 

this part situation and probably—this is just an estimate of it, 
s could be very helpful to him. But if he did not understand 
-can take a different reaction to it. 

Mr. McHuen. Mr. Hufstader, this committee has heard testimony 
: dealers that factory representatives complain about faulty sales 
rds because dealers are below national averages. 

Will you explain what this term means, and is this the criterion 
= the company uses to judge sales performance ? 

Hurstaper. Well, in the automobile business, as we have dis- 
ot cars are registered, and we are able by that method to know 
it is going on in the bo arket place in each individual community or 

State and all over the Nation, backed up by these registrations; and 

o after those figures become available, they are a valuable guide to 

it is going on in each individual market, and we do work out these 
erages either on a zone or a national basis. 

You noticed that I, in my statement about Mr. Yager, pointed out 
ou—-Mr. Yager, of Albany, N. Y.—I pointed out to you how the 

of that Albany market had fluctuated. 

Well, we are able to follow that, and now in the first 9 months 

1955, you remember I pointed out to you that the tots al market in 

bany had reached an all time high, and yet Mr. Yager’s deliveries 

73 Pontiaes. 

We Il you do not need glasses to understand that with the market 

ing up, his performance is going down. Does that answer your 
tion, Mr. McHugh? 

Mr. McHuen. Well, in part. I am simply trying to learn a little 

ore about the mechanics of this. 

When you speak, for instance, of the national average for Pontiacs, 
at the percentage of Pontiacs sold to the percentage of the total 
ber of cars sold ? 

Mr. Hursraper. Yes, sir; a percentage of the total market. 

Mr. McHueu. And you work that out similarly for each of the 


Hursraper. That is right. 

McHuen. And you compare the individual dealer’s sales per- 
ince against those figures? 
r. Hursraper. That is right. 

McHueu. These averages are always worked out upon a basis 
r registration ? 

Hursraper. Yes. 

McHueu. Do these car registrations include cars sold, say, to 
operators, car-leasing companies, and to large industrial buyers 

Hursraper. Those registrations are based on, as the nam 

s, registrations, and the only thing that is excluded are ans 
ent sales, sales to the Government. 

McHven. So it does include those categories that I suggested ? 
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Mr. Hlursraper. Yes, it does; anyone that buys a license for an 
automobile. 

Now, did you say, Mr. McHugh, sales to fleet-—was that it? 

Mr. McHueu. Fleet operators. Yes. 

Mr. Hursraper. Just what did you mean 4 

Mr. McHuaeu. We hear reference to the term “fleet operators.” 
assume that is possibly a taxicab operator. 

Mr. Hursraper. Well, if a taxicab company here in Washington, 
for example, buys a hundred automobiles, they are registered in the 
name of that company. They have to buy a license for them; yes, 
those are included. 

Mr. McHueun. So that those cars would be included in the total 
number of cars registered in this area 4 

Mr. Hursraper. Yes. 

Mr. McHven. If this is so, wouldn’t the national average based 
upon such a calculation be unrealistic for those dealers who do not 
have this type of a market, say, particularly in rural areas? 

Mr. Hursraper. Then we would only appraise that individual mar- 
ket there, and the weight of that whole thing would be so small that 
I do not think—in relation to the total registrations, you would have 
to get the slide rule out quite far down the line to have it effective. 

You see, these registrations, I should point out, Mr. McHugh, are 
also on what we call a community basis. You take Mr. Silaz 
Conway, those registrations can be determined there. 

I pointed out in the statement, the registrations in his area, well, 
they are figured right on a community registration basis, and ther 
on States and nationally. 

Mr. McHven. Now, as you know, some dealers have testified that 
zone managers expect them to achieve national average regardless of 
the economic conditions of their local areas. In other words, they ar 
being held to the zone averages despite the fact that they operate i 
communities where considerably different economic conditions pre 
vail: 1s that so? 

Mr. Hvursraper. Not to my knowledge, Mr. McHugh. I just said 
that these registrations are on a community basis, and the zone mana 
ger discusses them with him as far as his area is concerned. I go back 
again to this Albany situation that I pointed out. We just are talk 
ing about the business in Albany, N. Y. 

Mr. Currice. Whether Mr. McHugh is trying to make the point 
that a depressed locality might not be as fertile territory for the cars 
that this particular dealer represents as for all other makes which are 
being sold in that community—the facts are quite at variance wit! 
that. If the area is de *presse dso that only ov percent as many cars are 
being sold in the year of 1955 as were sold in the year preceding, it 
affects all makes, not just one. So that the economic conditions cannot 
be pointed to as specifically influencing the registrations of any par 
ticular make of car. If it is acceptable to the public throughout the 
rest of the country as a percent, let’s say 5 percent, 5 out of every 100. 
it will still be acceptable in that community on the basis of 5 out of 
every 100, but there won't be quite as many 100’s, you see. Do I make 
that clear ¢ 

Mr. Mcl{[ueu. Do I understand, Mr. Curtice, from what you are 
saying, that if there is a depressed area of the country, dealers 1) 
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it area will not be expected to have sales in conformity, Say, with 

national average ? 

Mr. Curtrice. No, I didn’t say that at all. I said on the contr: ary, 

it the choice by the people in the community out of each 100 would 

npare just as favor: ably with the zone or the national average, 
ich is not as many hundreds. And the allocation and the orders 
laced by the dealer will be in conformity with his requirements. 

Senator O"Manonery. Mr. Curtice, you are not contending, are you, 

it the ratio of sales, the average of sales by dealers in a wealthy and 

sperous area are at all comparable to the average of sales in a 

ressec aren ¢ 

Mr. Curtice. Oh, ves, but not in total. But the relationship of price 

isses, the low price, the medium price, and the high price, the 

ationships vary—this is information that I don’t think you possess, 
it it] fact. 

Senator O’Manoney. It may be, sir. There is a lot of informa 

which I may not be in possession of. 

\ir. CURTICE. W e are he ‘re to bri Ie the facts to the table. 

Senator O°’Manoney. The point is this: In the statements made this 
norning by Mr. Hufstader there is constantly a comparison of the 

walers’ penetration 

Mr. Curtrice. That is right. 

Senator OManonry. With the national average. 

Mr. Curtice. That is right. 

senator O'M \HONEY. Now. the national average is or 1s not com- 
puted by taking the sales for the whole country 

Mr. Curtice. For the whole country, is correct. 

Senator OManoney. That is what it is doing? 

Mr. Curvtce. That is correct. It takes the good and the bad and 

e average, and you arrive at one average for the entire Nation. 

nator O’Manonery. So there is a good where there is a high 
etration, and there is a bad where there is a low penetration 4 

Mr. Curtice. Yes, it varies from dealer to dealer. 

Senator O’Manoney. Then how can you say that out of every 

ndred sales, wherever they may take pl: ice, the percentage of pene- 

on must be the same ? 

Mr. Curticr. I say that because the other people are getting the car 
sales to make up those averages that this particular dealer or dealers 
ire not getting. So that in any give n area there isn’t a great vi ariance 
tween the various price classes that are sold to the public. As I said 
before, it may only be 50 percent as many in this country this year 

last year, for reasons beyond their control. But the participation 

whatever the size of the pie is should be average, you see. 

o, Senator O’Manonry. Should be the average ? 

nnot Mr. Currice. No, should be average. 

pal Senator O’Manoney. I don’t follow you, frankly, because when 

t the you say—you are talking about average, you are ‘talking about a 

- 100. igure that results from consideration of the high sales and the low 

ut of sales 

make Mr. Curtice. Sure. That is what makes up the entire country. 
Senator O’Manoney. That makes the average? 
Mr. Currice. And our entire dealer organization and its functions. 
Senator O’Manoney. Then how must a dealer in the low area, the 
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low sale area, have the same average penetration as a dealer in th 
high area ? 

Mr. Currice. I didn’t say the same, I said average, you see. This 
final national average, this final zone average, is a combination of 
the super performing operators and those who are not performing up 
even to the average. And then that brings about an average of the 
performance of 17,000 General Motors dealers handling our passenger 
cars and the rest of the country. 

Senator O’Manonery. This is all computed upon the basis of dealers, 
To my mind one must take into consideration also the consumers in 
the particular area. 

Mr. Currice. Exactly, sure. 

Senator O’Manonry. Now, in some areas you have consumers who 
are not buying an automobile every year. 

Mr. Courtice. That is right. We have a great many of them. 

Senator O’Manonry. A great many of ther m, indeed. 

Mr. Currice. Sure. 

Senator O’Manonry. Who hold their cars for many years. 

Mr. Currice. Sure. 

Senator O’Manoney. And in some areas the people don’t buy the 
high-priced cars at all, or very rarely. 

Mr. Currice. I don’t know of what you are referring to, because | 
know of none. 

Senator O’Manoney. You know of none? 

Mr. Curtice. I know of none. 

Senator O’Manonry. Of course, the testimony here about St. 
Charles, Mo., for example, by Mr. Travis, of course, was that St. 
Charles was a community made up of people of comparatively low 
incomes, and they didn’t want to buy as many cars as the company 
sought to urge him to sell, nor did they want to buy the cars upon the 
terms that were being proposed. 

So I just don’t follow you in the argument that the dealer in the 
poorer area must comply, must meet the average penetration for the 
whole country. 

Mr. Curtice. Average penetration for the whole country isn’t a very 
high standard, actually. 

Senator O’Manoney. But whether it is high or low, it is not the low 
standard any more than it is the high standard. 

Mr. Currice. In the area of St. Charles there are cars being sold 
‘omparable pricewise with the cars that were offered by the complain- 
ing witness. 

Senator O’MAHONEY. Now, it seems to me, sir—— 

Mr. Curticr. And that was true over the years, as was pointed out 
in the testimony this morning, he has been a substandard dealer, sub 
standard substantially over the period of his relationship. 

Senator O’MAHoney. It just seems to me that a dealer in a high pur 
hasing area with a large capacity to buy should not be ‘eae by 
you as being a good salesman or poor salesman by the difference ii 
his penetration away above the average. You wouldn’t judge a dealer 
in a very wealthy community as being satisfactory in penetration of 
ales if he just met the national average, would you? 

Mr. Curtice. Yes, oh, yes. 

Senator O’Manoney. You would? 
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Mr. Curtrice. Yes, oh, yes. I say it isn’t a very high standard but 
vould label him as a good re presentative of our merchandise. And 
vould like to make one more point: that the mix of 100 cars does not 
ry very inuch from community to community. 

Senator O’Manoney. Well, your point then is that wherever the 
cars are sold—— 

Mr. Curtice. The mix. 

Senator O’Manonry. The averages remain the same. 

Mr. Curtice. Substantially so 

senator O’Manoney. All right. Proceed. 

Mr. McHueun. Is there any policy respecting the length of time 
it a dealer could remain the national average before any action is 

‘en not to renew his franchise ? 

Mr. Hursraper. There is no such policy; no. As I stated in the 

tatement yesterday, great patience 1s exercised in trying to work 

th the dealer to get him to bring that up. And I might contribute 
s point, also, in this discussion of the penetration of the market. 

You will notice in this testimony about Mr. Travis, of St. Charles, 
. that we merely used the average to determine whether he is above 
below. And I pointed out to you that the Buick performance was 

77 percent of just the average, whereas Pontiac got as low as 40 percent 

| that was constantly true with him. 

here was never a year when he was even average. And so if he 

presented all of the dealers in General Motors, then the benefit to the 

onomy that is able to be made would not be able to be made. That 
cht on the point that Senator O’Mahoney dwelt on at some length 
morning. One of the best bulwarks against communism is well 
sinesses in each individual community, and what we are trying to 

t at in these measurements is to see how they are doing so that each 

| make its contribution. 

Mr. McHvuen. You know some of the dealers who have come before 
committee have testified that they are threatened with cancella- 

nm or nonrenewal if they fail to outsell certain competitive makes. 
you aware that company officials do make such threats to your 

; 


ler = 


\f 


ir. Hursraper. I certainly am not. That is not a policy. And as 
ive stated here a number of times, we endeavor to work with the 
rs and the aspect of threat is not ; policy of General ee 
are trying definitely to take those dealers who are below the 
age and to work with them to get them to take advan of the 
portunities that exist in each individual community so that the 
may be satisfactory and their operations be satisfactory to them. 
Kee P in mind we have pointed out constantly and will that there are 
“quities involved in this relationship, the customer, the dealer, 
the manufacturer, and you will notice I put the mam at acturer last. 
McHucu. Have any dealers ever brou oht t to yo ttentl » any 
let dealers, the fact that they were threate? a W vith nonrenewal 
ellation f they did not outsell Ford? 
. Hursraper. Chevrolet dealers? No. sir 
Ni hy tH. If such information was brought 
tion would you take about it, the charge | 
lagers ¢ 
rsraper. Lf it were made to me, such a charge as that, that is 
etical question, you recognize—I would discuss that with Mr. 
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Fish, the general sales manager of Chevrolet. I think you'd have 
determine, first of all, to your satisfaction whether or not there was 
threat. I think you would have to deal with facts, Mr. McHugh. 

Mr. McHlucu. Have you ever had occasion to send out to your zo 
or your district managers any instructions cautioning them on thy 
type of sales pressure which the y exert on dealers ¢ 

Mr. Hvursraper. I don’t know that we have to my knowledge sent 
out—and there again when you say, “we,” are you referring to the di, 
tribution staff / 

Mr. McHucu. No; the corporation, to your knowledge. 

Mr. Ifursraprer. Well, not to my knowledge. These things you a: 
vetting into now are in the realm of the division and you are getting 
into operations, dealing with policy. 

Not to my knowledge, there has been none. There have been di. 
cussions as to approaches and that sort of thing. 

Mr. McHuen. You indicate as a matter of policy you would not 
know. I wonder from the operational level whether you know whethe: 
any of the car divisions have ever sent out any type of instructions of 
this nature to zone or cist rict managers ¢ 

Mr. Ilursraprer. Well, when I answered you, I was referring to 
cars. Ilowever, Mr. Hogan points out to me that there is a communi 
cation here dated January 22, 1948, and this has to do with the Federal 
‘Trade Commission cease-and-desist order, so far as the handling of 
sale of parts and accessories to car dealers is concerned. Was that at 
the back of your mind ¢ 

Mr. McHluenu. That deals with parts and l assume that— 

Mr. Hursraper. And accessories. 

Mr. McHwueu. And accessories. 

Mr. Hursraper. Yes. 

Mr. McHiueu. I assume that was prompted by the desire of th 
corporation to comply with the Federal Trade Commission’s cease 
and-desist order. 

Mr. Hursraprer. That is correct. 

Mr. McHwuau. Have any instructions like this or similar to this ever 
been sent to any of your zone representatives or district representatives 
in connection with the sale of automobiles ¢ 

Mr. Hursraprr. Not tomy knowledge. 

Mr. McHwven. I understand that you are a member of the General 
Motors dealer review board ? 

Mr. Hursraper. Yes; I am. 

Mr. McHvucu. How many members, regular permanent members, 
are there on the board ? 

Mr. Hursraper. There are five. 

Mr. McHueu. Can you tell us the names of those five ? 

Mr. Hursraper. Mr. Curtice, Mr. Bradley, Mr. Goad, Hufstader. 
Mr. Hogan. 

Mr. McHuen. Some dealers have stated to us, Mr. Hufstader, that 
they have not been permitted to bring their counsel to these hearings. 
Can you tell us what the company rules are on such matters ? 

Mr. Hursraper. Well, we have felt that the dealer relations board, 
Mr. McHugh, is an effort—it isn’t an effort, it is a program to make 
available to a dealer who feels that his equities have been unreasonably 
and unfairly dealt with, to have a hearing and not in the strictest 
sense, or the legal immaculate—being legally immaculate, that we 
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ike about yesterday—it isn’t any trial. It is a discussion between 
a dealer and the top level executives of General Motors. And we feel 
it he isn’t being tried or we aren’t being tried. We are discussing 

e situation and endeavoring to arrive at a fair and equitable ap- 
iisal of the situation, again taking into consideration all of the 

uities involved. 

Mr. McHueu. Well, if he wanted to—— 

Mr. Hurstaper. We are not trying him and he is not trying us. 

‘e are just discussing it on a broad, sound, fair business basis 

Mr. McHuen. If he wanted to have counsel there, for the purpose 
better presenting his case, and he requested it, would he be per- 
tted to do so? 

Mr. Hursraper. Well, it stipulates in the pamphlet we got out that 
‘dealer shall have the right to appear personally and to supple- 
nt his own account of the case by that of others within his dealer 
nization, and we will have our own people, too. 

Mr. McHueu. Does that include his attorney ¢ 

Mir. Hursraper. No: it does not. 

\ir. McHuen. It does not ? 

\ir. Hursraper. No. 

Mr. McHuen. Do you furnish dealers requesting a hearing before 

board with a detailed statement in advance of the reasons for not 
ewlng ? 

\ir. Hursraper. The procedure, Mr. McHugh, is first of all for the 
ler to state his case to the general sales manager of the division, 

» franchise he holds, and which division he feels has treated him 

nequitably, and then the general sales manager to whom he has di- 

ted that statement of his answers him, and either agrees or dis- 
rees with him. 

Obviously, if he agrees there isn’t any appeal case, and then if he 

‘eels he wants to make an appeal, he writes to the secretary of the 
ler relations board, setting forth his case in particular, document- 

x it or elaborating on it in addition to that which he has set forth 
h the ceneral soles manager. 

Mr. McHucnu. Now, he is not actually furnished though with any 

tailed statement tn writ ing? 

Mr. Hursraper. No, no. 

Mr. McHuenr. Of what your position is before he attends the 
ilers relation board proceeding ? 

Mr. Hurstraper. Yes. I said the divisional sales manager has an- 
red him, and that is his answer, and then he has a right to appeal 
decision, you see. 

Mr. McHvuen. Is that orally? 

Mr. Hursrapver. No; that is in writing. 

Mr. McHuen. That is writing? 

Mr. HWursraper. Oh, yes. 

The policy stipulates—would you like to have me read it to you? 

You may havea copy of it. 

Mr. McHuen. Yes; is there a portion on that which bears just on 

that point? Ifthere is, you might read it. 

Mr. Hursraper. Yes. 

In the event the dealer feels that any such decision is unfair to him in an 


mportant degree, he should direct a letter to the chief executive in charge of 
Sales for his division. 
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This is usually the general sales manager. This letter should 
forth the facts as the dealer understands them. I am not read 
verbatim, and it should be supported by such statements and exhib 
as will be helpful to the general sales manager in appraising 
matter. 

Then it goes on to point out: 


The matter will be reviewed by the management of the division— 


and I point out and underscore the words “management of the div 
sion,” assumedly the general sales manager, and he does discuss tl 
with the general manager of the division, and I am now reading 
and the written decision finally referred to the dealer by the general s 

manager will represent the final decision by the division. 

Now, picking right up from there, Mr. McHugh, I would like to 
point out and have in the record the fact that in 1953 there were 15 
appeals made to general sales managers; in 1954, 47; and in 1955, 144. 

Taking 1955 as a case example, of ‘the 144 cases that were brought t 
the attention of the general sales managers, there were 86 reversed, and 
the dealer was granted a new regular selling agreement; and there 
were 43 where the original decision to nonrenew was sustained ; 43 out 
of 144 originally, the dealer made his appeal to the general sales 
manager; he reviewed the whole situation, reviewed it with his people 
in the field, discussed it with his general manager, and in over half of 
those « ce ler was offered a new selling agreement. 

I think that underscores very importantly the fact that we have 
tried to make with you that we deal fairly and patiently. 

Now, every single one of these cases, I am quite sure, are cases that 
have been worked with and where the dealer’s deficiencies have beer 
pointed out to him on repeated occasions, and the opportunity set 
forth on what he is missing in his territory for business for his op- 
eration; and yet 14 of these cases come up, and over half of them 
we give them another chance. 

I say that is going not the second mile, but the third and fourth 
mile. 

Mr. McHucn. Mr. Hufstader, does your chart there show for the 
years in question the number of cases which came up before the dealer 
relations board ? 

Mr. Hursaper. Yes; it does. 

Mr. McHueu. Will you read those statistics, please ? 

Mr. Hursraper. Yes, sure. In 1953 there was 1 case heard by the 
board; in 1954, 9; and in 1955, 7. 

Mr. McHven. Will you tell us how they were decided ? 

Mr. Hurstaper. Yes. 

Mr. Hogan points out that it would be helpful to your understand- 
ing if I go right straight down the list and take these 1955 cases and 
tell you what happened to the 144. 

As I have pointed out before, 86 were offered a new selling agree- 
ment, in 2, the original decision was sustained to nonrenew—wait 
minute, we are going across here—yes; 86 were given a new selling 
agreement, 2 were given a new selling agreement for a period less than 
1 year; 43 were sustained, the original decision to nonrenew was sus- 
tained; 1 the original decision to nonrenew was sustained, but the 
dealer was granted an additional period of time to conclude his affairs; 
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| 12 sustained the original decision to nonrenew, but extended the 

agreement pe nding the dealer appeals board. 

In 1955 there were 24 appeals originally made to the board. Don’t 

ifuse this with the figure I just gave you. They presented their 
plications or asked to have the board review their situation, 24 of 
em; 2, the dealer went through the appeal. 

Mr. McHuen. What year is this, Mr. Hufstader? 

Mr. Hursraper. This is 1955; and in 2 cases the car division with- 
rew its nonrenewal, and granted the dealer a new regular selling 
greement ; and in 1 case the denier, the car division, withdrew its non- 

iewal, and granted the dealer a selling agreement for a period of less 

in L year; and the 7 cases, I think I gave you a wrong number there, 

ere were 7 cases heard where the decision went in favor of the di- 
s10n. 

Now there are 12 of this total of 144, there are 12 cases currently 
ending that have not been heard yet by the board. 

- Mr. McHuen. Mr. Hufstader, what happens to the dealer in the 
ise of those 12 situations where the appeal is pending? 

Mr. Hursraper. His selling agreement, the old selling agreement, 
carries along until such time as the case is heard, under the same terms. 
He is shipped automobiles and keeps on doing business. 

Mr. McHueu. He operates, in other words, as a regular franchised 
dealer ¢ 

Mr. Hurstaper. That is right. 

Mr. McHvueu. Until the appeal has been decided ? 

Mr. Hursraper. That is right; until the appeal has been heard and 
the decision had as to what course should be pursued. 

Mr. McHvueu. Mr. Hufstader, at your dealer relations board hear- 

r, in adidtion to the members of the board and, I assume, in addition 

he zone manager or the sales manager, possibly, of the car make 

which this dealer is handling, are there any other representatives of 
the company present ‘ 

_Mr. Hurstaper. The divisional people are there, whomever the 
division elects to have state the case, their case. The dealer is heard, 
his case is heard first, his side of the case is heard first, and then the 
livisional side. 

There, of course, is the secretary of the dealer relations board. I 
told you the members, there are five, and then there is the secretary, a 
man by the name of Hopkins. 

Mr. McHueu. Well, is there a transcript of the proceedings that is 
kept ? 

Mr. Hursraper. Just like thisone? Oh, notes are made. 

Mr. McHvueu. There is not a secretary there ? 

Mr. Hurstaper. Yes, he is taking notes, not stenographic notes, not 

ke thisone. We do not have a court stenographer. I pointed out to 
you it was not a case in law. 

Mr. McHueu. Mr. Hufstader, what is the policy of the company 
today with respect to dual dealership ? 

Will you describe, first of all, what the term “dual dealership 
means. 

ne Hurstaper. I hope I can make it clear to you. 

\ dual dealer, as the name, I think, implies, is a man who has more 
in one franchise of a General Motors car or truck. For example, 
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he can have a Buick and a Pontiac, two franchises, and we call him 
dual leader: is that clear? 

Mr. McHvuen. Yes. 

Mr. Hoursraper. There are some instances where they will have 
three lines in a real small community. 

Coming back to your question, you asked a question as to what 
the policy of Ge ‘neral Motors with regard to dualing. Let me put it 
to you this w ay 

General i feels, and has for quite some time, that by and larg 
where the potential is adequate, a better job can be done for the deale: 
on a basis of handling one make of car. 

We pointed out to you, I think, here that by the very nature—| 
think I did in my st 1tement to you—the very nature of the business, 
for example, right here in the ec ity of Was shington, with the potentia 
as it is, you would not find in the normal course of operations a dua 
deal. You might, but it would be an exception—I am just citing it as 
a case of an example. 

In the smaller community where the potential is smaller and it is 
to the advantage of the operation, there will be dual dealerships. 

He will handle Buick and Pontiac and Chevrolet and Oldsmobile. 
[f you want the figure here as of the 3lst of August, 1955, out of 
total of all General Motors car and truck dealers, there was a total of 
18.406 dealers, and 12.503 of them handled 1 General Motors line: 
4.692 handled 2 or more General Motors lines. And 1.211 General 
Motors dealers were dualed with non-General Motors lines 

competitors. 

Mr. McHwuen. Mr. Hufstader, do you have any information ther 
which indicates whether or not the total number of dealers who ar 
dualed with non-General Motors lines has been increasing in recent 
years or decreasing ¢ 

Mr. Hursraper. Well, it fluctuates. Yes, we have these figures. At 
the end of 1950 there were 1,438, at the end of the calendar year 1950. 
And as of August 1, 1955, 414 years later, it is 1,222, slightly less. 

Now, I think it also ought to be pointed out as matter of interest 
here that the number of General Motors duals is going down, and 
those who are handling a single line, slightly up. 

Mr. McHugh, this is a very growing business. 

Mr. McHvuen. Mr. Hufstader, there has been some recent informa- 
tion in trade publications that General Motors has opened dual dealer- 
ships within the past 6 months with Kaiser. Is that so? 

Mr. Hurstrapver. The past 6 months with Kaiser ? 

Mr. McHueu. Yes. 

Mr. Hursraper. Have Kaiser cars been made in the past 6 months! 

Mr. McHvuen. This is what the trade publication says. Whether 
or not Kaiser cars—— 

Mr. Hurstaper. With all due deference to the members of the 
press, I don’t think so. 

Mr. Currice. The best information we have is that they are not 
building and selling any Kaiser automobiles. I think their entire 
operation is confined to the jeep and variations of the jeep line, in 
other words, commercial vehicles primarily. 

Mr. McHven. Mr. Hufstader, is there any policy of the company 
with reference to not renewing a dual dealer whose sales of one make 
are high but sales of the other make are low? 
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\ir. HuFsTApErR. Well, each division deals with the dealer on their 
particular product. And assuming that this would be a dual 

iler that is domg an outstanding job on one line and a very poor 

}on the other, the division that he is doing a poor job on would 

scuss that with him. But also it would be taken very seriously 

o consideration what is the overall potential of the market before 
y particular action would be taken. 

“There again there is a question—we are getting into operation 
here—but good business judgment is exercised in appraising 

ypothetical situation elie ‘+h you have stipulated. 

Mr. McHuen. Well, if the sales of one make of a dual dealership 

re low and you decided not to renew him, would he be permitted to 
handle the other line? 

Mr. Hursraper. That would all depend, Mr. McHugh, upon his 
overall setup. If the setup was such that it would not be possible 
for him to make a profit, that would have to be taken into considera- 
tion. I reiterate that we are enormously anxious that these dealers 

ive a satisfactory return, a more than satisfactory return, on the 
‘apital that they invest in the business. And that is one of the funda- 
mental reasons why be have 6,000 applicants for these dealerships. 
Businessmen invest their money in this business to make a profit. 
And we want to do everything we can to be helpful to them. 

You know, it is an interesting thing, dualed with non-GM lines 
I an’t resist this in passing—our two sons went to Dartmouth Col- 
lege in Hanover, N. H., and they have a Chevrolet dealer there who 

is handled Packards since the time I started going up there, which 
was 1940. He is a good guy. He must be doing a good job for both 
of them. 

Mr. McHueu. Now, if there were a decision to terminate or not 

ew a dual dealership because his sales are low in one of the 
does the sales manager or the zone manager 

Mr. Hursraper. The zone manager. 

Mr. Me Hi ou. Of the two makes confer about it and make : 
decision on this matter / 

Mr. Hurstraper. The 2V confer and dis scuss with the dealer, too, to- 
gether. If you want to take a hypothetical case, take the Chevrolet and 
Oldsmobile, with two zone managers. The zone manager of Chevro- 
let and of Oldsmobile would discuss that situation with the dealer 
together so that he would be advised of their thinking on it. 

Mr. McHuen. Mr. Hufstader, we have had some testimony here 
before this committee, and other dealers have stated, that sales rep 
resent tives and company officials sometimes suggest to the dealer 

t he either sign a letter prepared by someone in the company or 
he aie his own letter in which he requests that he be relieved 
of the franchise, get out from under it. Are you familiar with that / 

Mr. Hursraper. Well, I assume that that probably has been done. 
If a dealer indicates to the division that he wants to retire and he 
rants to have somebody buy out his business, I think good business 
judgment would indicate that he ought to confirm that decision in 

iting. Don’t you think so? 

_ Mr. Mi ‘Huen. We have been told, some dealers have stated that 
their sales performance has been criticized by the company, that they 

e bee n down low. And in the course ot those conferences a zone 


this 
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representative will suggest to the dealer that he write in offering | 
give up the franchise. 

Mr. Hurstraper. Now you are Se it on the basis that he 
threatened. There is no policy in General Motors that a deale: 
threatened ; no, sir. 

Mr. McHvueu. You don’t know, then, of any cases—— 

Mr. Hursraper. I thought you were dealing with a case where 

aler has decided to sell out his business. 

poo McHuen. No. The case I was suggesting is the case wh 
as some of the witnesses have stated, the zone representatives, aft 
previously criticizing their sales performance, requested that 
dealer in some cases sign a letter which they stated was prepared | 
the company, or an official of the company, or else they prepare t] 
own letter in 5a they request an opportunity to get out fi 
under the franchise. 

Do you know whether or not that is so? 

Mr. Hursraper. No, that is not so. That is right in the cat 
of this thing of threat. 

Senator O’Manoney. Let me put the question this way, 
Hufstader 

One of the witnesses, in describing the letter or the type of lett 
that Mr. Me ~~ has in mind, referred to it in the vernacular 
“Oh” he said—“that is a sellout letter.” The impression that o1 
might gain from the use of that phrase “sellout letter” was that 


was the common word in the industry. 

Have you ever heard of a sellout letter ? 

Mr. Hurstraper. Well, I have heard of a letter, Senator, where, as | 
have just said, a dealer takes the position that he is going to sell out 


his business, he wants to sell out his business, he would send to the 
division whose franchise he holds a letter stating that he wants t 
sell out his business. And I assume that that is the sellout letter that 
is being referred to, because if a dealer takes a position with the divi- 
sion that he does want to sell out, it is good business that he confirm 
that in writing. 

Now, you see, if he has asked us to help him find a buyer for his 
business, obviously we couldn’t undertake to be helpful to him on 
that and then have him make up his mind that he didn’t want to, and 
then we would be in the middle with a prospect, you see. 

Senator O’Manoney. You have been testifying yesterday and today 
with respect to policy. Q 

Mr. Hursraper. Yes. 

Senator O’Manoney. As you come in contact with it in the head 
juarters in Detroit. 

Can you tell the committee whether you are certain that the same 
policy is carried out by the zone managers, and the zone managers 
or d strict managers wouldn’t quite follow the practices that have 
been described there of sort of forcing sellouts? 

Mr. Hh rstapER. Well, Senator, I can state to you the policy of 
General Motors which we endeavor to have all of our employees carry 
out. I would be naive if I did not say to you that there could be : 
situation where a man might infer certain things, or might be mi 
co a I say to you, sir, that the policy of General Motor 
is one of being fair with the dealers and working with them, and = 
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s instance that you speak of, merely trying to get it on a fair, 
‘itable business basis. 
[ am wondering if there isn’t in the back of your mind also these 
‘ciency letters that have been discussed. Does that enter into 
ir thinking at all? 
Senator O’Manonery. No, I wasn’t thinking of that, sir. 
Mr. Hursraper. I see. 
Senator O’Manoney. I was thinking of the general tenor of testi- 
y and letters—and believe me, Mr. Hufstader, I wish that I could 
ow you some of the letters that come to me from the wives of ¢ lealers. 
ive letters in my oflice from wives of existing General Motors 
lers who have said to me, “Now, I haven’t told my husband that I 
vriting to you, he wouldn’t permit me to do it, because he woulc l 
fearful of the results. And 1 don’t want you to use my name.” 
Now, I assure you that after 20 years in the United States Senate, 
‘an judge pretty well between a sincere letter and a letter written 
vhat in the vernacular is called a crackpot. We get those letters. 
{nd we can judge pretty well when the correspondent is writing 
from the heart. 
Now, what has concerned me about the sort of communication coming 
ne is the sincerity of these writers who feel that they are up against 
problem that they alone can’t solve. 
[hey say they have been unable to solve it, first of all, because they 
- get a conference which they regard to be an equitable conference, 
ey can’t talk with the high command, and because, as they say, the 
reats, the force, the pressure which is applied to them never comes 
vay of letters, but comes by way of telephone conversation or 
rsonal call, and the suggestions are made, so that is why I ask what 
do to make certain that these policies which you are describing 
the high command in Detroit are really followed o:it by your zone 
d district managers. 
Hoursraper. First of all, they are discussed with the general 
es manager of each division, and he in turn with his regional mana- 
ind in turn with his zone managers, to make sure that their activi- 
vith the dealer are on a high-grade sales basis. 
think a good many times. you get into an area of endeavoring to 
uss with the dealer, as I pointed out in my statement yesterd: ay, that 
divisions have been working with some of these dealers that have 
very, very slow to recognize the expansion in the market, the 
imics of this economy that we have been enjoying, and trying to 
ep in step. 
Greneral Motors, it has been testified to here, worked zealously en- 
oring to plan for the forthcoming future market. 
[r. Curtice, in January of 1954, was a lone voice in setting forth 
onviction that this economy would be a dynamic economy, and that 
eral Motors was putting a billion dollars on the line. 
‘ell, that just does not come by accident. And so we are trying to 
ir dealers, one by one, each in these individual communities, to 
do that same kind of forward planning that will enable him to 
lize on the market. And we feel, Senator, that by and large, an 
‘lent job has been done, but there can be situations where a dealer 
lfastly and stubbornly refuses to recognize that. He probably 


+ 
Th 


at we are pushing or trying to sell him on the good business. 
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We are trying to point it out to him, and in his own enlightened sel{ 
‘abet. We think our batting average has been very good. 

Mr. Currice. | would like to deal with one point that Mr. Hut 
stader did not, and that is the point you made, that contained in thes 
letters from the dealers or their wives was their inability to get 
audience with the top-level General Motors people in Detroit. 

Senator O’Manonery. All right. 

Mr. Curricer. I think I see in my office, the door of which is alw: 
open, and I hope sometime } you will come to see me-—— 

Senator O’Manonry. Thank you, I shall take advantage of that t) 
next time that lam in Detroit. 

Mr. Currice. All right. 

[ see thousands of dealers, as they come through Detroit each 5 
They know that my door is always open, and so is Mr. Hufstader’s; 
are the otlice doors of all of the other executives in Detroit. And 
were not here today, my door would be open and I would be very g! 
to see any or as many dealers as might like to see me there. 

So when you are writing in reply to these letters, I wish you wou 
express my sincere invitation to them to come bee ‘ause I would lik 
nothing better than to see and learn what they are telling you is tli 
problem. 

Senator O’Manoney. We have in the Senate Office Building a roo: 
that is known as the caucus room. I will get an assignment of that 
room to you, and such of your staff as you wish to have with you, a 
then I will write to all of these dealers who have written to and t 
their wives and say to them that they may come here to Washingt 
and visit you in the caucus room of the Senate Office Building, 
panied by their lawyers. 

Mr. Currice. That is very nice but I would much rather have the! 
come to my office in Detroit, or 1 will go to their place of business, 
wherever it may be. 

Senator O’M .nonry. It would be so much more convenient for thi 
here. 

Mr. Currice. I don’t think that they would especially want to com 
here to see me. 

Senator O’Manoney. Let us try it out—what do you say ? 

Mr. Curricr. I think they would much prefer to come to Was! 
ington to see the important things in Washington; and when they 
come to Detroit, then perhaps I am in a position of being important 
enough for them to want to see me. 

But in any event, I do see so many throughout the year, so there is 
no problem for any dealer who desires an audience with me—he knows 
it, every General Motors dealer knows that. 

I told you the other day about this event in 1953, where the dealers 
gave this testimonial luncheon in my honor. I did not tell you that 
the dealers also contributed a very large sum of money to a civic enter- 
prise in the city . Flint, building a wing on a new hospital which w: 
being built and in which I had great interest, and they w: ambed t te 
do something ee somebody suggested to them that would be the 
proper thing to do if they w: anted to do something. And they did it. 

I can think of nothing better as an indication | of the high regard 
that the General Motors | dealers have for Harlow H. Curtice. 
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enator O’Manoney. I think Mr. Harlow H. Curtice should feel 
proud that the Harlow H. Curtice memorial wing of a hospital 
lint has 
r. Courtice. That it has—— 
nator O’Manoney. Has been built for him. I think that is really 
‘pute. 

oe McHuen. You testified yesterday concerning the provision in 

inchise relating to capital requirements. I want you to tell us 
dealer makes a large capital investment, and additional invest- 

at the request of the company, is he given any kind of special 
ection against termination or nonrenewal / 

Mr. Hurstraper. What do you mean, Mr. McHugh, if a dealer makes 
i.dditional special investment ¢ 

Mr. McHuen. If he is required to remodel his establishment, is 
red to add a wing onto it, or increase the space which he has. 

Mr. Hurstaper. That all comes under the category of providing 

et juat e facilities which his good business paneer would dictate 

t he would need for the deve lopme nt of his business and the service 

his customers. 

Mr. McHwueu. If he should do this and it involves a substantial 
uunt of money, is there any special protection that is offered to him 4 

\iv. Horsraper. His contract continues the same as it has before. 

there is one piece of special protection that is afforded to him and 

. the additional gross profit that those facilities will afford him 
lis a fists And assumedly, that is why he makes the investment, 
| the results show that that is what occurs. 

\s has been pointed out a number of times, the dealers in 9 months 
his year made $414 million. Part of that has been made possible by 
nding facilities. 

Since the war, with the terrific increase of ownership of General 
ors cars, the service demand by the customers upon the dealers 
required that they expand their facility. And they obviously be 

« men of good business judgment make an investment in the busi- 

n order to yield a profit. And we submit that a good profit has 
had. 

Mr. McHuen. So that the protection they have is the prospect of 
reased profits 4 
[r. Hursraper. Yes, sir; which is inherent in any business invest- 


¢ 
ill 


Mr. McHuen. Mr. Hufstader, when the dealer commits himself to 
h things as a lease for a period exceeding the term of his franchise, 
iat protection does he have against loss in the event that he is not 
ewed, or if the contract is terminated ? 

Mr. Hwursraper. There are clauses in the contract on that. The 
ntract has been submitted to you. There is a loss on the leasehold. 
Mr. McHveu. There is a special—— 

Mr. Hursraper. Yes. Do you want me to read it? 

Mr. McHvuen. I wonder if you could tell us what the substance of 


Mi 


Mr. Hursraper. The substance is, in the event of termination of the 
greement, that the dealer makes a claim for losses sustained on the 
remises. He is reimbursed for one-half of the monthly rental, paid 
bv the dealer for the balance of the term of the lease, after the effective 
ate of the termination or 12 months. That is calculated on the basis, 
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of Chevrolet, at $1.65 per month per motor vehicle 
-ed on the number of Chevrolet vehicles the dealer 
hased in the 12 months immediately prior to the termination. 

Mr. McIIvucu. He is reimbursed one-half of the total rental fo 

following the termination ¢ 
sraper. I will read it again. Yes, he will be reimbursed 
half of the monthly rental specified in the dealer’s lease a 
deals or the balance of the term, as to the lease or on 1 
not exceeding 12 months from the effective date, and shall 
than $1.65 per car for Chevrolet. 

McHueu. As you know, a number of dealers have testi 
here concerning car forcing by these zone managers and have indicat: 
that results in bootlegging. Asa matter of fact, one of the witness 
stated that a General Motors district representative suggested bo 
legging to him asa possible outlet for his cars. 

If dealers have been subjected to excessive sales pressure, would 
not be likely that bootlegging would result from such kind 
pressure ¢ 

Mr. Ifursraper. Your question is a hypothetical one, Mr. McHug! 
if a dealer has been subjected to pressure. I say he has not been su 
jected to — first of all. So we ought to have that understanding 
mutual. That is, in answer to your question. 

I stated the statement yesterday emphatically that the source 
bootleg cars could only come from enfranchised dealers, and I assu 
that you. are acknowle dging that. 

Mr. Curtice read into the testimony yesterday a letter which he se 
all dealers in January of this year. That letter is a matter of record 
with every General Motors dealer, that if he felt that he was beiny 
shipped cars in excess of the requirement—the normal retail requir 
ments bs could offer them back to General Motors. 

Were you here yesterds ry ¢ 

Mr. McHwuen. Yes. 

Mr. Hurstraper. That was read into the record. 

Mr. McHuen. I also remember 

Mr. Hurstrapver. Pardon ? 

Mr. McHuen. I also remember that Mr. Curtice testified that. or 
relatively few cars were bought back on that program. 

Mr. Hu FSTADER. That is correct. 

Mr. Currice. Twenty-four station wagons. 

Mr. McHwuen. Twenty-four station wagons? 

Mr. Curtice. Which I think is a pretty good indication that | 
dealers ordered their cars as they needed them to prosecute the market 
which is assigned to them. 

Mr. McHveu. Is it also possible, Mr. Curtice, that dealers w 
were below, sav, the national average would not be verv anxious to 
offer any cars bac k for resale ? 

Mr. Currice. I think yon would be making that assumption. If the 
had cars that they f felt the “Af could not sell in their m: arket, I think they 
would have taken quick advantage of the offer which I made. 

Mr. McHveu. Would it not be some admission on the nart of the 
dealer that he was not penetrating his market sufficiently if he offered 
cars back to you for resale ? 

Mr. Currice. Not necessarily. There could be many situations 
develop that would change the economic conditions in the loe ality 
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nieht occur that caused a pel riod of time a decline in the 
¢ by the public. That would affect automobiles as well as o 
idise ben oe offered by other stores. If such a condition, 
Aan example, developed, the dealer had more thah he want 
particular time, all he had to do was to not i\ 
rem off his hands. 
ator O’Manonry. Mr. McHugh, may I interrupt 
McHuen. Surely. 
or O'Manoney. Mr. Hufstader has just testifie 
that the only source of bootleg cars 
Hlursraper. Is enfranchised dealers: yes, Sir, ] 
itor OOManonry. Is enfranchised dealers / 
Ilursraper. Yes. 
tor O'Manonry. You stand on that? 
I{uFstaper. Yes. 
ator O°’Manonry. You asked Mr. McHugh to assume that; is 
your position ¢ 
ir. Curtricr. Yes, sir. 
senator O’Manoney. Then when you wrote your letter to all of 
nfranchised dealers, and asked them to return the cars to Gen- 
1 Matava if they had too many—— 
i - Curtice. Offer them to us—to offer them. 
Senator O’Manoney. To offer them ? 
\ir. Curtice. Yes. 
Senator O’Manoney. And you got offers of only 24 station 


ns 


r. Curtice. That is right. 


Senator O’Manoney. Does that not result in the conclusion that 
r enfranchised dealers preferred to bootleg rather than to return 
m to you, according to your offer / 

Mr. Curtice. Yes; because, as I said, the cause of bootlegging by 

franchised dealers, that is, selling through the bootleg channels, 
used-car operator, or any other operator who bought them to re- 

, was entirely due to the selfish desire on the part of a small per- 

ize of our dealers to make a quick profit. I estimate that profit 

cht be $50. They aan rather do it that way than to seek out a 

| customer “s their area of influence, and they preferred the $50 
eturning any cars to us, but they did not sell them in the bootleg 
nels, because they had more than they needed for their market. 
a them because somebody came in and persuaded them that 
a good quic k wi ay of m: aking some easy money, 
itor O’Manoney. And yet it is clear from the advertisements we 
een, and the testimony we have had from you and from your 
ates and from the dealers who testified here, that these bootleg 
re being offered clear across the country in every State, in almost 
community. 
( URTICE. Well, it is not quite that. Bootlegging, the number 
being bootlegged today, is far lower than it was for the few 
previous. It has been on the decline. But it has not been 
rminated., 
lator O’Manoney. Well, it is only this week I have found just 
ads ¢ around | nere. 

Mr. Curtice. I think you are misinterpreting dealer’s conceptions 

lvertising which, if I may express my opinion of it, I think they 
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want floor traffic; in other words, they want people to come so tha 
they have an opportunity to make a sale. They are not talking—t! ley 
are not bootleggers, they are enfranchised dealers. Those ads whi 
you so kindly showed me are 

Senator O’Manoney. I always aim to be kind. [Laughter.] 

Mr. Currice. Are the product of enfranchised dealers and for the 
purpose of bringing people, interested people, to come to their place 
of business that they may have an opportunity to sell them. 

Senator O’Manonegy. Are you now drawing the picture of t 

lappy General Motors dealer ? 2 

Mr. Currice. Our dealers, as I said, the vast majority of the Gen. 
eral Motors dealers, are very happy; yes, sir. 

Senator O’Manoney. O. K., proceed, 

Mr. McHwuau. Mr. Hufstader, some dealers have testified here t] 
when thev were not renewed, franchises were otfered to new deale 
with considerably less capital and with less experience in the bus 
ness. I believe you gave some testimony in rebuttal of that tl 
morning. Do you know of any suc h 

Mr. Hlursraper. Pardon me, are you referring to the testimony 
on the Billingsly matter and the Meadows situation ¢ . 

Mr. Mcilveu. Yes; that is one situation, and I believe there hay 
been others. We also had reference to a man by the name of Priddy) 
Sumpter Priddy; I do not believe we have had the benefit of a pr 
pared statement on that. 

My question is, Do you know of any such cases of that nature withi 
the past year or two? 

Mr. Hursraper. Well, your question was—state it again, pleas 
You dealt with two aspects of it, as I recall, with capital and faci 
ties; did you not ? 

Mr. McHIlucu. Yes. 

Mr. Hursraper. How did you si 

Mr. McHueu. The claim was m: ide by the dealers after the fra: 
chise was not renewed that the franchise was offered to another dealer 
in that area with considerably less capital requirements, and they 
stated he had lower service facilities. I am wondering 

Mr. Hursraper. As far as the capital is concerned, I am not familia 
with his statement, and I wondered whether the man who is making 
an accusation is also familiar. We have to check into that. 

I stated to you yesterday, in discussing this capital-requirements 
program, that it takes a certain amount of capital to enter this busi- 
ness, and obviously when a new dealer is appointed, whether he is 
new going into the business or whether he is a dealer who has bee! 
handling some other make of car, a certain amount of capital i 
relation to the potential of his business is necessary, and these specifi 
cases that are mentioned, we will have to check that. 

Now, when you are dealing with facilities, Mr. McHugh, you and 
I were talking about this in Detroit, and I tried to explain to you, 
I took a hypothetical case of a dealer going into business. 

Now, this Mr. Meadows I am assuming from—not assuming, I have 
been informed—in order to get underway, he has to take facilities 
that are recognized by him ‘and by the Pontiac Motor division as 
being in: idequate for the moment. 

There has been a recognition on both sides of that, because a good 
many times you cannot press a button and get the required building. 
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‘Vy are hol available, and so he has made an agreement to provide 
juate facilities within a reasonable period of time, and the in- 
nees that minty have been left with you are a bit on the sinister 
and | would like to challenge them very definitely, that we do 
condemn one dealer and then turn right around and put in 
ther dealer on any ot her basis exce pt again on those three equities, 
ustomer, the dealer, and the manufacturer. 
It has heen suggested, too, you spoke about Mr. Priddy. He was 
dealer. He was a son-in-law of the dealer who withdrew his 
lication, 
\ir. McHuen. It is true he was not a dealer. 
\ir. Hursraper. Yes. 
\ir. McHueu. But his family held the franchise. 
\ir. Hursraper. Yes. 
Mr. McHuen. And he did make the statement with reference to 
dealer that replaced him. 
Mr. Hursraper. Replaced the family, not Priddy. 
Mr. McHvuen. Yes. 
Mir. Hursraper. Yes; O. K. I just want to get the record straight. 
Mr. McHuen. Many of these dealers have stated, Mr. Hufstader, 
it the new dealer that has sometimes been put in after an old dealer 
not been renewed is what they call a stimulator dealer or stimulator 
ilers, dealers put in for the purpose of having low overhead, for 
purpose of being able to sell at a lower price in order to force 
sales or be more competitive. and require other dealers in the 
ea to cut their margin of profit in order to move more cars 
Is there any substance to those charges ? 
Mr. Hursraper. Before I answer your question, what is your in- 
rpretation, Mr. McHugh, of a stimulator dealer? These wheeler 
lers that have been referred to here ? 
Mr. Mceiluen. They describe stimulator dealers as people who at 
there with low overhead. 
Mr. Hy FSTADER, Well, Mr. Yager referred to them as wheeler 
ers. You remember in the statement that I presented to the com- 
ttee vesterday, I showed you as a case example the 20-volume dealer. 
ey could be called | in the overall results stimulators or wheeler-deal 
soranything he might want tocall them. I eall them good operators 
Now, when you infer that any one of the divisions deliberately puts 
dealer in with a very low ove rhead SO tha at he can unduly compete, | 
n point out to you these three factors: The customer, the manu- 
turer, and the facilities that go with it. 
We work ve ry hard with our cdeale rs to get the Im to recoenize the 
ice responsibility to the customer, service and parts, and not only 
ponsibility to the customer but the opportunity for profit which 
xists in the service operation, and we work with the dealers at great 
oth you have to be in the business a great amount of time to 
eply and thoroughly understand it, Mr. McHugh—that as a dealer 
vets so that he covers his fixed expense with his service income, then 
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he is ina eood position to meet the compet iti ve market, whatey 
may be. and he is a good sound aed acai yperator. 

Senator O'Manonry. Does that mean that he should be able t 
along on the income from service operations and then shave his pro! 
the new car sales? 

a [Lursraper. Not necessarily shave, Senator. I said that he 

| position to meet whatever might be the competitive requirem 
of the territory. 

Mr. Sloan testified, you will remember, that this business is a ti 
ing business, in his testimony last Friday, and Mr. Curtice reiterat 

1 would like to underscore it again. 

Now, when it comes to trading in a used car, there you get into 
variable as to valuations, and so if the dealer has this coverage of 
fixed expense, he is better able to compete in the market and handle } 
used cars properly. 

There has been a great development in this used-car operation ove: 
the years. In the early days a lot of dealers went broke because t! 
did not know how to han dle the use d cars. 

They would wake up with a great big inventory that had bee 
bought at one pric ec and the me arket changed. 

There is the value, Senator, of these statistics that we get from the 
dealers. 

(uite a number of years ago we developed out of these account 
statistics a verv revealing figure. We found out that 15 percent of 
the used cars involved in a dealer’s operation carried 85 percent of 
the loss, which only pointed up the fact that the faster you turn your 
used cars over, the better off vou are, and the less money you lose. 

So that it ad goes together to make. to establish certain funda 
mentals in the retailing of automobiles, and successfully meeting th 
competitive situation. 

Senator O’Manonery. Well, of course, it is rather difficult to unde: 
stand the exposition of any set of facts unless there is an agreed-upor 
definition. 

You have just defined for us your concept of the wheeler-deale 
that he was a good operator, you said: did you not? 

Mr. Hursraper. I beg your pardon, sir? 

Senator O’Manoney. IT say you have just defined for us your concept 
of the wheeler-dealer. You said he was a good operator. 

Mr. Hursraper. No: I said, Senator, that the volume dealer, gei 
erally speaking 

Senator O’Manonry. No: you brought this up yourself. You ad 
dressed the question to Mr. McHugh. 

Mr. Hursraper. I said they could be called—— 

Senator O’Manionery. You are talking about the wheeler-dealer? 

Mr. Hursraper. Yes. 

Senator O’Manonry. Now, you said, “What is the wheeler-dealer? 
In my language he is a good operator.” 

Mr. Hursraper. Yes; that is right. 

Senator O’Manonry. Do vou stand by that? 

Mr. Hursraper. Yes, sir: I do. 

Senator O’Manoney. All right. 

Now, do you mean by that wheeler-dealer, the man who rushes 
into a community where you have your franchised dealers, and comes 
in with some of these bootlegged cars which the bootlegger refused 
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Mr. Curtice’s offer, because he could make $25 or S5t 
them just per car, at a price which was obviously, and 
lou ly, be below the eves “| price of General Motors, there 
nging about a situation which makes it difficult for the local 
lished dealer with the selling franchise who has lived in the 
nity for years and invested his money in building up his plant, 
owroom, his service establishment, and the like, to get along 


any Income—without any income above that which he gets from 


rvice which he prov des COnSuUMerS care you not driving him 

d that end of the business all the time? 

- Hursraper. No, sir: we do not think so. We think, as I have 

ed here, that the dealer that is operating fully in his community 

is aggressively prosecuting his business on new car sales, han- 
1 


o his used cars, servicing his customers, and with the adequate 
rts controlling his expenses Ona sound basis, he is yielding a fine 
t. and 
Senator O’Manoney. And can he compete with the wheeler-dealer ? 
\ir. Hursraper. We think so; yes, sir. I think so very definitely. 
fr. Currice. Well, isn’t he the volume dealer that you are talking 
t ¢ 


\fv. Hursraper. He is the volume dealer. 

Mir. Currice. I think that you are being labeled as having called 

ime dealers wheeling and dealing dealers. That, I think, came 

m Mr. McHugh. I think what you are trying to say when you 

ferred to the statement you included yesterday, that the volume 

rs who might be referred to by some of these few— 

\Miv. Hursraper. That is right. 

Mr. Currice. I say few because Mr. McHugh has said many com 
ning dealers who appeared before this committee, that they might 
alled the wheeling and dealing dealers. 

\ir. Hoursraper. That is right. 

Mr. Curtice. They are the volume dealers. 

\ir. Hursrapver. That is correct. 

Senator O’Manonery. Mr. Curtice is right ? 

Mr. Hursraper. He certainly is. He can pitch, catch, or play in 
vutfield. 

Senator OManonry. Well, I think we will have to send him down 
he Washington Monument and see if he can eatch a ball from 
top. 

Laughter. | 

Senator O°'Manonery. Let’s get a definition now of the volume 
er and of the wheeling dealer. What is the difference ? 

\ir. Hursraper. A volume dealer, Senator, is a good sound, hard- 
sing dealer. I described him yesterday in my testimony. I re 
you to it. 

Senator O’Mantoney. Well, is he the fellow that comes rushing 

\ir. Hursraper. He may be by an envious dealer called a wheeler 

ler, or whatever you want to call it. I stick to that definition. 

Mr. Currice. I think it is fair to say that we don’t have any that 
iis nomenclature that has been suggested to the committee by one 
he few dealers appearing before this committee. 

Senator O’Mauonry. Mr. Curtice, remember, I took the words 
it out of Mr. Hufstader’s mouth. 

Proceed, Mr. McHugh. 
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Mr. Mcliven. I don’t know that the phrase is mine, Mr. Curt 
Reading from Mr. Hufstader’s statement, he says: 
When competition returned to the automobile retail market, many de 


recognized the value of selling in volume. These dealers are sometimes 
recatingly referred to as wheeling and dealing dealers. 


Then he states: 
I do not think any deprecation is warranted. 


Mr. Currice. That is right. He doesn’t label them. 

Mr. Hursraper. I said, “They are sometimes referred to as.” 
Senator O'Manoney. And you said that no deprecation is wa 
ranted, and you also say that the franchise dealer with his selling 
agreement ong you must expect to compete with this wheeler deale; 
who is not to discriminated against or deprecated, to use you 
words : ag in, even 5 thous maybe he is selling the bootlegging cars. 

Mr. Curricr. He isn’t selling bootlegging cars, Senator. 

Senator O’Manonry. Now, here again, we are in an impasse. Y; 
tell the committee that the bootlegging cars come only from f1 
( hised dealers. 

Mr. Currice. That is right. 

Mr. Hursraper. That is right. 

Senator O’Manonry. You don't like bootlegging. But you 
the wheeler dealer. 

Mr. Hursraprer. We like the dealer who processes his business. 
These dealers that you are speaking about, the successful dealers that 
I am speaking about, some of them have been with us a great man) 
years, ( Varying number of years. 

Mr. Currice. I think it is fair to add, Senator, that the competitio 
in the canis industry is not made by factories, it develops in tli 
field at the local level. And no enfranchised dealer—I would like to 
cet this clear, because I am not sure it is clear in your mind—no e! 
franchised dealer is the bootlegger. He sells to the nonfranchised 
outlet. 

Senator O’Manonery. Of course that isn’t what Mr. Hufstader said. 
He said the only source of bootlegging cars are the enfranchised 
dealers. 

Mr. Currice. Oh, I say that. 

Mr. Hursraper. That is correct. 

Mr. Curricre. That is correct, because the only source of automobile 
is from franchised dealers. 

Senator O’Manoney. But when they sell them, they are selling 
bootleo cars, aren’t they ? 

Mr. Curtice. When they sell them into the bootleg channel; that 
what I tried to stop. 

Senator O’Manonry. You didn’t succeed in stopping them, though. 

Mr. Currice. No, I didn’t. But I want to differentiate to you that 
franchised dealers are not bootleggers, they sell to bootleggers. 

Senator O’Manoney. Do they sell at a profit, or do they just ; 
them away ¢ 

Mr. Currice. I say, there is a relatively small percentage who are 
eager, and being selfish, prefer to make a quick profit on a fast turn 
over, and they sell, they are persuaded to sell to some of these used 
car operators, who are in the so-called bootlegging activity. 


tl 
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itor O'Manoney. Mr. Curtice, you have told the committee that 
ral Moto Ss sugvests to the dealer a selling pric e. 
_Currice. That is right. 
ator O’Manonery. You have told us, and it is clear, that the 
\ised dealer purchases from General Motors and pays General 
yrs 1ts price for the car on the barrelhead. 
\Ir. Curtice. The wholesale price. 
senator O’ManHonery. The wholesale price. 
\ir. Curricr. Yes, sir. 
- ator ¢ MM \HONEY. And you recommend to the dealer above the 
esale price a suggested price ? 
\ir. Curtrice. That is correct. 
Senator O’Manonry. Which he may or may not follow 4 
\ir. Curtice. That is correct. 
Senator O’Manoney. Some of these cars get into the bootleg 
et ¢ 
Mr. Curtice. That is right. 
Senator O’Manonry. And according to your own testimony, these 
n the bootleg market are the cars which are sold for $25 or $50 
1) above the wholesale price? 
\ir. Curtice. From the enfranchised dealer to the 
ator O’Manonry. So, by an enfranchised dealer? 
Currice. To the used-car operator who is buying all makes of 
to sell as new cars. 
itor O’Manonry. Yes. But they are sold by the enfranchised 


» # 
Ih 


Vii 


\ 


Mir. Curricr. Exactly. 
Senator O’Manonry. When the enfranchised dealer sells a car at 
hove the wholesale price, and below your suggested price to the 
il dealer, he sells that to a bootleg operator. Is he not boot- 
no himself? 
Mr. Curtice. Well, he certainly is involved, because he is making 
product available. 
itor O’Manonry. That is my whole point. 
Courtice. That is right. And it was that practice of his selling 
[ tried so hard to find the means of preventing, with a penalty 
hed. 
nator O’Manonry. It is one of the reasons why so many dealers, 
of them who have had awards from General Motors for their 
t skill and fine records, why they are protesting to this committee, 
¢ that a way will be found to stop this competition from the 
tlea source with them who want to follow the normal course of 
ess, to pay you the factory price, the cost price, the wholesale 
ind then resell to the customer at a reasonable profit with the 
rance that they can serve that customer. 
.Curtice. And I would like also to add that the bootlegging was 
lost extensive, not in the Central States but in the Western and 
theastern and Southwestern States—not very prominent in the 
tral and Eastern. 
ator O’Manoney. Of course, I haven’t traveled around, all I 
is What my letters tell me. 
.Curticr. Ihave, and I know where they are. 
ator O’Manionry. I know where the complaints come from, all 
the country. 
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Proceed, Mr. McHugh. 

Mr. MclIfvcu. Haven't you had information brought to you 
tention which would indicate the names of particular retail fra 
dealers who have sold to other persons for resale, Mr. Curtice ? 

Mr. Curtice. I think that the divisions, the division and zone . 
cers, have made quite a definite effort to locate and identify 
sources, the dealer sources, in order that their availability could 
looked at, so that they would have no excess cars to throw int 
bootleg channels. In fact, if you remember one part of the 
that I had on February 24 or 28, 1954, it pointed out very clearly 
we would make a very careful examination of the operations of 
of our dealers. 

Mr. McHuen. Your zone managers, then, have obtained inform, 
tion which would indicate the names of dealers who have sold to oth¢ 
dealers for resale ? 

Mr. Curricre. They have obtained some. It is a very difficult 10b, 
because sometimes these fellows are very careful to remove the mot 
and serial numbers, so you can’t identify the cars, to whom they wer 
sold in the first place, and by whom they were sold in the bootleg 
channel. 

Mr. McIfueu. Now, upon the basis of this information you 
seen, When you do find that there has been a dealer who has been 
ing to other persons for resale, is there any action taken by the c 
ration — st that dealer ¢ 

Mr. (1 een re. Well, I would say that at the division level I 
say th rat t ieir availability is wate hed ver vy closely. 

Mr. M If GH, oe ay it is watched very closely ? 

Mr Ct RTICE. Sure 


i 


Mr. McHuen. Could you tell us exactly what it is that you do t 


try to curt: til this dealer from continuing to engage 

Mr. Currice. First of all, we get back to the dealer who is do 
that, and try to get him to agree that he will discontinue it. 

Mr. McHueu. By that do I understand that you confer, your zon 
representatives confer, with such people ¢ 

Mr. Curtice. Certainly. 

Mr. McHuen. Do you ever take steps to refuse to furnish 

‘ars if you have learned that he has been engaging in such practices 

Mr. Curricr. We have never terminated for cause any 
agreement with any dealer for that reason. 

Senator O’Manoney. Is it satisfactory penetration of the market 

Mr. Currice. I don’t think I quite get the significance of your ques 
tion. I may be duller than usual. 

Senator O’Manonry. No. There is nothing like that within you 
skull. You know what is going on all the time. In your contract 
you have a clause which enables you to terminate dealers— 

Mr. Curtrice. For cause. 

Senator O’Manonery. For cause, yes, and unsatisfactory peneti 
tion of the market is a cause. 

Mr. Currice. Is one of them; yes. 

Senator O’Manoney. Is one of the causes. 

Mr. Curricre. That is right. 

Senator O'Manonry. So [say to you, if it comes to your knowledg 

‘to the knowledge of any of your division heads, that one of yo 
Fane hise dealers is actually selling his car to the bootleg market 





M 


STUDY OF THE ANTITRUST LAWS 3811 


. Hufstader has just testified that is the only source of bootleg 
lave you ever terminated a contract for unsatisfactory pene- 


of t { »market since it reates this pot 


innaw Wall: son ire a + ng 
itor O'Mattonry. No, \ . Hogan, 


king the witness. Mr ogvan. 

HoGgan.: You are ek al question under 
tor OPMAniOoNEY. ce | o wise to hav any prompting 
Let him speak for him self. 

HoGan. You are asking ‘al question un le r another cuise. 
itor O Mane NEY. Lama .1n » president of ‘General Motor 
sav he doesn’t need pr yn Co, [ama sking “Red” 


. Curtice. And “Red” is going to give you an answer. 


tor O’Mattonry. I knew you would. 


. Currice. And the answer is this: that such a dealer may have 
getting 50 cars a month, and when he was identilied as being a 


who was making cars available to the bootleg channels, his 
ent would be reduced by a correspondi Ing nu! iber as related to 


voiIng into the bootleg channe ‘ls, p ylus a ve ry sood heart-to-heart 


ith such dealer t t him to discontinue that practice. 
itor iba. - 
urtice. But that policing is a terrifie job. 
‘ ! 1 * 1 
*O°’Manoney. I would very much like to assure you and to 
ome results from the assurance, that. we will at a convenient 
0 into executive session without a report, without a record, 


ive you give us the names of some of the franchised dealers 


allot ments you have reduced because they were bootlegging j In 
nner that you have just now described, whatever you want there. 
Currice. I don’t have the information here. 
r O'Manoney. I know you don’t know. But the mails are 
¢ between Washington and Detroit, and you will receive some 
r communications from us. 
Curticr. All right. 
tor O’Manoney. Proceed. 
McHvueu. Do you expect your dealers to get. what you consider 
oper or their proper market penetration even though it may 
essary for some of these aan to either make no money at all 
se money ¢ 
Hursraper. If their business is prope rly operated, they can 
rket penetration and make money. There is ample demonstra- 


hat it is being successfully done by the majority, vast majority, of 


ilers. 

McHven. But those who were apparently not able to make 
and get the market penetration, would you nevertheless expect 
people to sell the number of cars which to you represent market 


ration, even though it meant selling at no profit to ag 


Hursraper. We never want a dealer to sell automobiles at a loss 
1. T mean to have an unprofitable operation. We work st renu- 
| told you that a number of times. We want the General Motors 
ise to be profitable. 

McHuen. Does the company attempt in any way to restrict or 
| the amount of the dealer’s unit car profit? 

Hursraper. No. That is linked right up to the question you 


ttome. Then my answer would cover for both of them. 
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Mr. Mclivucu. The reason for this, as you know there has bee 
timony ‘ y some of the dealers that pressure has been exerted ; 
point or another by zone representatives that they could sell moi 
if they would ce * their profit down. You say that no such represent 
tions are made to the dealers ? 

Mr. Hursraper. Well, that is the policy of General Motors which | 
am dealing with, as I reiterated, to sell the goods and make a profit 
service the customer. 

Mr. McHvueu. Well, do you have any reason to believe that a 
your zone representatives— 

Mr. Hursraper. No: I do not. 

Mr. McHvuen. Make sue A representations ? 

Mr. Hursraper. No; I do not. I should think they would preser 
their arguments in good, sound, businesslike fashion. 

Mr. McHven. Do you require your dealers to furnish you regul 
financial statements which reflect at all times the dealers’ exact 
cial position ? 

Mr. Hvursraper. It is part of the contract that they do that; yes, sir. 

Mr. McHveu. Isthat done on a monthly basis? 

Mr. Hursraper. Yes. 

Mr. McH va H. W ould that financial inf mation enable you to det 
mine what the dealer’s unit of profi { per car is? 

Mr. Hursraper. Yes. Yes. That is he ‘re these figures that we 
been quoting you right along have been coming from. We can get t 
per car, per thousand dollar retail s sales, any way you want to. 

Mr. McHvuan. Mr. Hufstader, with reference to any revision in t 
franchise, do you consult your dealers and request their opinior 
before you fin alize the terms of : any prospective revision ? 

Mr. Hursraper. Well, the revisions that have been made in the co 
tract over the Pee of. years, Mr. MeHugh, as was 2m out 
originally in Mr. Curtice’s statement, and has been referred to as r 
sulting from experience, it would be obvious that that seston 
comes from discussions with dealers and out of our relationships wit! 
them. 

Mr. McHven. Well, do you have any formal procedure befor 
rey ‘ising a franchise to seek the opinion of your dealers to find out what 
their views are on any prospective change ? ? 

Mr. Hursraper. T just said that they come out of experience and dis 
cussion with dealers individually. We have these dealer council m 
ings. There are discussions of the franchise made at that time; yes. 

Mr. McHvuen. Will you tell us what the dealer council meetings are 

Mr. Hursraper. General Motors dealers councils are held twice 
a year and each division, I believe, has so-called dealer councils. Y« 
referred to them. But I say to you that most of these changes a 
developments of the contract have come out of experience. 

Mr. McHvueu. Well now, what constitutes these councils? How 
are they appointed ? 

Mr. Hurstraper. The General Motors dealer council ? 

Mr. McHven. Yes. 

Mr. Hursraper. We ask the divisions to submit a panel of names. 
It is divided into two sections, so-called larger dealers and th 
medium dealers, and we ask them to present a panel of names, tl 
recommendations to us on those two categories and also geograph 
cally—those are the only things. 


e iT 
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Ve like to have those panels made up of dealers who are representa- 
. General Motors dealers and we also like that the same dealer not 
serve on the panel twice. We like to get as wide a variety of dealers 
ve qth ‘an. 
. McHueu. As I understand, they are appointed by the zone 
he r. 

Mr. Hursraper. That is right. 

\ir. Currice. By the division—not necessarily the zone manager. 

Mir. Hursraper. Yes, the division. The general sales manager 

veys to us, of each division, the selection but they have been 
eloped in discussions with their regional and zone people. 

\ir. McHuenu. Are you familiar with the record on the motor 

iicle industry which was made by the Federal Trade Commission 

19392 

\ir. Hursraper. You refer to the Witherow report? 

Mr. McHueu. I don’t believe this is the Witherow report. It is the 
report in 1939, a general survey of the automobile industry in which 
the subject of dealer relations was considered in some detail. 

Mr. Hursraper. By the FTC? 

Mr. McHvuen. The FTC study. 

Mr. Hursraper. Yes. 

Mr. McHueu. On page 1076 of that report the Commission makes 
the following recommendation : 


is recommended that present unfair practices be abated to the end that 
ers have less restriction upon the management of their own enterprises. 
Can you tell us what, if anything, the General Motors Corp. has 
done since 1939 in conformity with that recommendation ? 
\fir. Hursraper. Less restriction ? 
Mr. McHuen. I will read it again: 

It is recommended that present unfair practices be abated to the end that 
ers have less restriction upon the management of their own enterprises. 
Mr. Hursraper. Well, I would certainly say to you that the dealer 
is full responsibility for the successful development of his own 
enterprise, and as we have reiterated here a good many times, General 
Motors is working with their dealers to have a mutuality of interest. 

llowever, the responsibility for the successful development of his 
siness is his completely. 
Mr. McHueu. Can you tell us, Mr. Hufstader, whether or not any 
pecifie action was taken by the company in conformity with that 
re commnatatieia’ Can you tell us something specifically that has 
been done? 
Mr. Hursraprr. Why yes. Just exactly what were we doing that 
restricted it ? 
Mr. McHvuen. Is it your view then that the findings of the FTC 
that time were not justified ¢ 
Mr. Hursraper. I think—I am not saying that at all, Mr. McHugh. 
| am trying to get at what it was that spec ific ally 
Mr, McHuer. They referred, of course, at great length to the con- 
ol over capital requirements, to the lack of mutuality in the franchise, 
the fact that quotas were imposed upon the dealer and it was not a 
uota that was mutually agreed upon. 





6 


4 


272—56—pt. 760 





3814 STUDY OF THE ANTITRUST LAWS 


Do you hap pen to know whether or not General Motors Co 
taken any specific action, if any, to alter those situations? 

Mr. Hursraper. You mentioned quotas. We do not have qu 
re a dealer is arbitrarily told, * You shall take a certain numbe: 
automobiles.” ‘That has not been in the picture, is not today. It! 
you are attaching to nomenclature which is used in the industry 

nportance that it does not hold. 

It j is inherent in the contract that no stipulated number of auto) 
biles be set forth, and it is difficult—that is a general comment sat 
servation. IL reiterate again we are working constantly 
denler, 


why 


r. McITuen. The matter seems fairly simple, at least in obje 
Mr. Hufstader. I think it is quite clear that the FTC did make 
report after rather exte nsive study of the automobile industry. 
came out with certain criticisms of the manufacturer-dealer relatio 
ship. 

1 am just wondering whether or not you can tell us whether or not 
General Motors Corp. thought it necessary, acting upon these reco: 
mendations, to change any of its relationships with its dealers? 

Mr. Hursraper. Well, we have continued to endeavor to build 
best products we can, price them competitively, and function with t! 
dealer on the mutuality of interest to provide successful, profital 
operations for him. 

Mr. McHueu. You are not able to state now then any specific actio 
which you believe the corporation took in conformity with the recon 
mendations that were made in 1939 by the FTC ¢ 

Mr. Hursraper. I would say in answer to your question we ha 
continued to endeavor to improve our relationships. 

Well, territory security was eliminated. 

Mr. Brmwenstine. We gave you all of the changes in the terms an 
conditions of the selling agreement, 1926 to date, the outline showing 

the changes that were made. 

Mr. McHuen. Are you suggesting that those changes you hav 
given us were put into the General Motors franchise in order to con 
ply with some of the recommendations made in the 1939 FTC report / 

Mr. Bripenstine. I am suggesting no such thing. Iam saying you 
have a list of them and you know what the changes are. Much as M 
Hufstader just said, we removed all of territory security. 

Mr. McHucu. We deat know whether those changes listed : 
changes which you believe were dictated or necessitated ‘by the recom 
mendations made by the FTC report. 

[ am wondering now whether or not there were any changes made 

in your franchise or in your rel: ationship with dealers, because of or 
— rmity with the recommendations of the Commission. 
Hurstaper. I neglected to mention a very definite thing whi 
ns ilaale rs had discussed with us over quite some period of time. They 
anted their sons set up in the contract. That was made possible. 
believe that change was made in 1954, 2 years ago. 

Mr. Curtice. But not in compliance with any finding by the FTC 

Mr. Hursraper. Not at all. 

Mr. Currice. With any Federal Trade Commission report, or tlie 
summation of its testimony of 1939. That is of that investigation. 

Mr. McHucu. I wonder if vou could tell us generally what is the 
cooperative advertising program ? 
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Hturstaper. It is a program that has been in « _ atiol 
date of it here from the ye nr mnt es, it vas put in. Itis 
ram designed to help the dealer in his iuteben program. 
dealer contributes a certain amount: we contribute a certa 
and the program by the contributions of the dealer and the 
stablish a certain amount of money and the advertising is 
a and placed in the dealer’s territory, so-called cooperative 
ng fund. 
ldition to that. the dealer does SO called local advert Ising, whicl 
own individually placed advertising, which has beel cdiscussea 
veral times. 
McHvuen. Does that cooperative advertising program call for a 
ic dollar contribution in the case of each car make by the dealer ¢ 
Hursraper. Yes. it does. Yes. 
McHuen. Are you able to tell us in the case of any make or 
ly what the proportions of contributions are on behalf of the 
ind General Motors / 
IiursrapeR. Well. in the case of the Chevrolet division, it is 
the dealer and $6 by the division. It varies by different 


McHueu. Does the dealer 
Hursraper. By and large, Mr. McHugh, it has a general rela 
p. The dealer contributes or the dealer contribution as a percent 
list price of the car is just slightly over 1 percent. 
McHwueu. Does the dealer have an} control over the 
the funds are spent for advertising under that plan? 
Hursraper. By and large, it is discussed with the dealers to a 
1 degree. However, the unfolding of the theme and that sort 
¢ is developed primarily by the division, in conjunction with 
vertising agency. 
varies by the different size of dealership. Take a small dealer, 
ie would not have a television station, he would discuss with the 
on the advisability of having billboards, things like that. Those 
ons e had, yes. 
Lr. Me Hue H. Are all dealers obliged to participate in that ? 
. Hurstaper. It is part of the contract; yes, sir. 
McHuenu. Mr. Hufstader, would you have any objection to 
i clause in your franchise agreement calling for arbitration of 
dealer disputes, including the question of cancellation and 
ewal by a disinterested impartial body ? 
Hursraper. That was discussed earlier, Mr. McHugh. 


MclHucu. I wonder if you would express for us your opinion 


Hursraper. Well, in the first place, to answer your question, 

ve to infer that there is a radically out-of-line situation, to 

[ do not agree. 

\ consistently testified here that I feel that the relatior ships 

eral Motors and its dealers are sound, they are fair, they are 
for these three factors that I have repeatedly stated, and to 


«lge this thing is not in my makeup. I sincerely believe that 
majority of our dealers are happy dealers with their relation- 


ith General Motors. They are successful in their community. 
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Mr. McHuen. I understand by this then that you would not be jy 
favor of a clause in the franchise submitting to some board of arbitra. 
tion these questions? 

Mr. Hursraper. I think that the inherent thing, as I have stated 
in my statement, is a mutuality of interest that, to me, lies far deeper 
and broader than words that might be incorporated in a contract. [It 
is the implication and the execution of it. 

Senator O’Manoney. Have you any further questions? 

Mr. McHuveu. That is all, Senator. 

Senator O’Manonry. Do you have anything else to add at this 
time ? 

Mr. Hoean. Yes; we have. We want to read the parts on rebuttal, 

Mr. Burns. What I would like to do is to have Mr. Keating sit 
beside Mr. Hufstader. There are some questions I wanted to ask him: 
and then when we get to the point which deals with replacement parts, 
either Mr. Hufstader or Mr. Keating can answer that. There will be 
a time when we will want to have Mr. Skinner and Mr. Withers: but 
I would like to have Mr. Keating examined on some of these prelimi- 
nary questions. 

Mr. Hoean. Are we sitting tonight ? 

Mr. Burns. We will sit as long as we can keep the Senator here. 

Mr. Hogan. Yes; I know, but here you have got a schedule. You 
put people on for 4 days in regard to parts distribution, and now we 
have a rebuttal, and you brush it off by saying that somebody else will 
take it. { 

I think Mr. Hufstader should be entitled—after all, 4 days were 
taken up of the committee’s time. If you are pressed now, it certainly 
is not our fault. We ought to be given a fair chance to make our 
rebuttal. 

On top of that—— 

Mr. Burns. May I say this—— 

Mr. Hocean. May I just finish ? 

Mr. Burns. This may save time. I intend to have them present 
their entire statement. There is no question about that. It is simply 
the order. 

Mr. Hocan. We have got Mr. Stradella. The chairman has made 
several remarks in regard to finance, and I would think we ought to 
have a chance to rebut that, and I understand it is a subject that you 
are, of course, intensely interested in. 

Senator O’Manoney. Not rebut the chairman. 

Mr. Hoaan. Yes, rebut the chairman. 

Senator O’Manonry. No, he only asks questions. 

Mr. Hoean. The chairman and the witnesses, take both of them. 

Senator O’Manoney. All right. 

Mr. Hogan. Then we have Mr. Osborn to testify in rebuttal on the 
Electro-Motive, and we have been promised some time for that. 

The question I have in my mind is where are the hours that we have 
on this? 

Mr. Burns. I do not know; we have used a great many of them. 

Mr. Hoean. Yes, and it has been very slow. 

Senator O’Manonery. It is a big subject. . 

Mr. Hogan. It is getting to be a very small area we are talking 
about, replacement parts. 

Mr. Burns. It is not small to all these manufacturers. 
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Mr. Hoean. Then if it is that important, why aren’t we allowed to 
read our statement ? 

Mr. Burns. You will be allowed to. 

Mr. Curtice. When ? 

Mr. Burns. Starting in a few minutes. 

Mr. Curtice. Let us start right now. 

Senator O’Manonery. Let us put Mr. Keating on the stand with 
\r. Hufstader, and then see if we cannot get this statement in, too, 
right away. 

| suggest, however, that we take a recess before we begin. The 

nmittee will be in recess for 10 minutes. 

Short recess. ) 

Senator O’Manonery. Proceed. 

Mr. Burns. Mr. Keating, will you state for the record what your 

sition is with the General Motors Corp. ? 

Mr. Keatine. I am vice president of General Motors Corp. and 
veneral manager of the Chevrolet division. 

Mr. Burns. How long have you held that position ? 

Mr. Keating. Six years, since last July 1st. 

\ir. Burns. How long have you been with the company ? 

Mr. Keatrne. Since 1917. 

Mr. Burns. Will you just tell us briefly, starting with 1917, what 

tions you have held up to the present time? 

“Mer Keatine. Well, I started as a clerk in the car distribution 
lepartment in New York City, in 1917. I went into the service, and 

November 1919, I came back as car distributor at Tarrytown, N. Y., 
what they called in those days the factory representative. 

In 1921, I became assistant zone manager in the ong a8 zone. 

| 1923, 1 became zone manager in Atlanta, late in 1923. Then I was 
way from the company for 3 years, and came back in 1927 as city 
manager in Pittsburgh, zone manager in Philadelphia in 1928, re- 
vional manager in St. Louis in 1933, assistant general sales manager 
| Detroit in 1937, general sales manager in 1944, and general manager 
n 1949. 

Mr. Burns. Now, we have asked Mr. Goad several questions with 
ae to the division of authority between the car divisions and 

hat might be referred to as a central staff. And I am going to ask 
you some questions which relate particularly to your divi ision, and 
- tially to illustrate to the extent that the answer would be applicable 

ther divisions, or to illustrate the practice in purchasing and using 
ie various parts that go into the automobile. 

"hen: in the purchase of parts within the General Motors Corp., 
vhat is the practice of your division in determining whether to pur- 
chase a part from another division or to manufacture it within the 
Chevrolet division ? 

Mr. Keatine. Well, of course, there are about 30,000 of them. It is 
pretty hard to know in detail each one of them. But generally speak 
ing, it is the economics of the situation and the part that is involved. 

if the part manufactured by an allied division is properly priced, 
we will purchase it from the allied. If it is from the outside, then 
we will go to the outside. 

Mr. Burns. Do you make any cost studies of the various parts which 
go into the Chevrolet, in order to determine whether you should make 
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it yourself or buy it from another General Motors division or 0 
the corporation ¢ 

Mr. Kearinc. Yes; in some cases we do. If the economics seen 
indicate that is the way to go, that is the way to go. 

Mr. Burns. Do you buy any part from other divisions of thi 
poration simply as a matter of the history of the corporation, in { 
. nse that when the parts company was acquired those parts were us 
by Chevrolet ? 

Mr. Keatrne. Whi . would you call a body? 

Mr. Burns. Well, I don’t have any knowledge of the technical 

Mr. Keatine. That is the only one I think of. I don’t kn 
whether you would call that a part or not in your appreciation of 
questiol Q 

Mr. Burns. Well, I would call it a part. All of the parts in 1 
dictionary which go to make up the whole, I would call parts 
cluding tires, anything that is used as a part of the automobile. 

Mr. Kerarine. Of course, generally speaking, Fisher is the « 
source of bodies, although, as I have stated already, we do buy 
the outside the body for our Corvette. 

Mr. Burns. Now, when you do buy parts from other divisio1 
the corporation which are also pure ‘hased by other car divisions, 
vou know what those other car divisions pay for dose parts? 

Mr. Keatina, No. 

Mr. Burns. Any special reason why that information is not ava 
able to you! 

Mr. Keating. It has always been an inviolate rule of the purch: ising 
desk that you should and we do not let any possible source know w! 
the other price is. That is not considered the ethical thing to do, « 
er: ally speaking, in purchasing. 

Mr. Burns. Is there any advantage to being kept in ignorance o! 
what another division pays for parts, to the parts division of t 
corporation ¢ 

Mr. Keatina. I don’t like the word “ignorance” in that, Mr. Bu 

Mr. Burns. I didn’t mean it in any particular sense. 

Mr. Keatrine. We seek the bids from, if it is within the competit 
source or the outside source and we are governed pretty much und 
the decision of what the price is. 

Mr. Burns. What committees of the corporation do you serve on! 

Mr. Keatine. Well, I am on the administration committee, the oj 
erations policy committee, as well as the board. 

Mr. Burns. Well, in your capacity as a member of those commit 
tees, won't you have knowledge of the costs of the cars of the various 
divisions ? 

Mr. Kratine. Costs—OPC ? 

The prices that have already been testified to are approved by tl 
OPC snaaudiole -e, and I am a member of that, but that is not on 
now. That is a complete unit, the automobile—no parts pricing 
that. 

Mr. Burns. You would not go into the question of what any par- 
ticular part costs? 

Mr. Keatrnc. Not on the OPC; no, sir. 

Mr. Burns. In connection with such items as the steel, how is tf! 
paid for by the Chevrolet division, on what basis, and to whom! 
How do you do that as a matter of accounting ? 
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KEATING. This is not intended to be facetious, but we pay for 
check to the source from which we purchase. 
\ir. Burns. How about as a matter of accounting 4 
Mir. KeatinG. I don’t understand your question. 
Mr. Burns. Well, the steel, I understand, is purchased by the cor- 
ration for all of the divisions. 
Mr. Curticr. No. 
\ir. Keatina. No: that is not so. 
\ir. Burns. Then I misunderstood. 
Mr. Curticre. No. 
Mir. Burns. At the time that we were discussing the financing of 
pliers, it was brought out that there were contracts with the several 
eel companies to supply a certain percentage of the steel in connec- 
with a loan. Did not that require that the corporation make the 
tract? Just how was that handled ? 
Mr. Keating. That incident, as related, was before my time on the 
rd. I have been only on the Soard since a year ago last June, and 
‘compensating factors are at t] 1e corporation level, not at my level, 
e division level. 
Mr. Burns. I believe the years involved started about 1950, start- 
with 1950. What was the method by which you purchased steel 
the Chevrolet division ? 
Mr. Keating. 1 wouldn't know. I understand your question, but 
lon’t—I just don’t know; in other words, whether the invoices are 
uch per ton is that what you have in mind / 
Mr. Hogan. That is not the question. 
Mr. Curtice. No, no. What he is trying to find out is, how you 
e your orders for your steel. These agreements to which you 
efer are purely a matter of an agreement with the steel company 

olved, that they will supply us with a certain percentage of our 
equirements up to a certain tonnage annually, and that is as far as 
ese agreements go. 

lhe divisions then place their orders with each of the steel com- 
es for the tonnage required, from a geographical location. There 
in effort made to accommodate plant for plant in relation to the 

urce and user. 

Mr. Burns. Does the central office coordinate those orders for steel 

order to see that they get placed with a company that will be in 

position to deliver the order. 

Mr. Curticr. Just ina general way. 

Mr. Burns. The actual purchasing, though, even in cases where 

ns were made, was by the individual division ? 

Mr. Curticr. Pure i ses and usage, yes 

Mr. Burns. Now in purchasing parts from other divisions of the 

rporation, do you ine hase for the car division replacement parts 
ell as for original equipment ? 

Mr. Keating. Yes. 

Mr. Burns. I noticed on this chart No. 2, which was part of 

r. Curtice’s statement, that under the car divisions group there is 

ted “GM parts division” with a general manager, directly under 
vrolet. 

Does that GM parts division serve only Chevrolet ? 
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Mr. Keatrne. Well, no, in the distribution sense; in other words. 
both Pontiac and Oldsmobile parts distribution to dealers is out of 
our 42 warehouses. 

Mr. Burns. I would like to have a description, if you are the 
that can give it, as to what the function of the GM parts division is 

Mr. Kearine. At one time the GM parts division—we used to have 
the Buick parts, too. Some few years back why, they withdrew a) 
set up their own warehouse system. 

Farnkly, I cannot give you the historical setup of how it came 
about. It is purely the warehouse group within Chevrolet at prese 

Mr. Burns. So that at the present time what other divisions besides 
Chevrolet sell their parts for replacement to the GM parts division? 

Mr. Keatinc. None of them sell them. There are two other div 
sions besides Chevrolet that use our warehousing system. That is 
Pontiac and Oldsmobile. 

The orders are all taken by those divisions. The orders are shipped 
to our warehouse for assembling—they are sent to our warehouse for 
assembly or shipment. 

Mr. Burns. Does the GM parts division sell any parts besides thos 
that are manufactured by the Chevrolet division, that is, that it a 
tually sells? 

Mr. Krartne. Oh,no. You might state that again, Mr. Burns. 

Mr. Burns. Yes, does the GM parts division sell parts other tha 
those manufactured within the Chevrolet motor division ? 

Mr. Keatine. No. 

Mr. Currice. Yes, oh, ye—oh, yes. 

Mr. Keratine. Wait a moment—just a moment. Are you talking 
about the warehouse level ? 

Mr. Burns. I am not talking about the Buick parts at the moment. 
Weare just talking about Chevrolet. 

Mr. Kreative. All right. Wecome to the mechandising side. Yes. 
they do. 

Mr. Burns. What else do they sell besides those parts manufactured 
within the Chevrolet division ? 

Mr. Krattnc. Well, I do not know now how many there are. All of 
the parts used—all of the parts needed for the servicing of the 
Chevrolet products. 

Mr. Burns. Regardless of the orginal suppliers? 

Mr. Keatrna. Yes. 

Mr. Burns. So that the GM parts division would sell for replace- 
ment parts for the Chevrolet, whether they were made in the Chev- 
rolet division or from other General Motors parts divisions or 
purchased from outside suppliers by the car division ‘ 

Mr. Keatine. That is right. 

Mr. Burns. Are you able to tell us with respect to the other car 
divisions who also use the GM parts division warehouse whether they 
sell the same lines through those warehouses ? 

Mr. Kratrna. It is my impression that they do on their particular 
division parts. That is, Oldsmobile and Pontiac. 

Mr. Burns. How about the other two divisions ? 

Mr. Keatrne. I have no— 

Mr. Burns. You do not know how they handle them? 

Mr. Krartne. I have no connection with them. 
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\ir. Burns. But they do not sell through the GM parts division ? 
\ir. Keatine. No. 
Mr. Burns. So that we can conclude this in the record, perhaps 
Mr. Hufstader can tell us how the other two divisions distribute their 
manufactured parts for replacement purposes. 
Mr. Hurstraper. Buick through their own warehouse setup, and 
Cadillac through distributors—the Cadillac distributing organiza- 


Mr. Burns. And neither of those go through this organization, 
is, a part of the organization shown on the chart of the accessory 
group ¢ 

Mr. Hurstaper. That is correct. 

Mr. Burns. With respect to the purchases of parts within the cor- 
poration from other divisions, what reason is there for purchasing 
or replacement through the Chevrolet division, rather than have the 
essory division distribute through its other channels of distribu- 

Mr. Keatrnc. You mean that you are speaking about United Motor 
Service group ¢ 

Mr. Burns. Yes. That is this one shown in the chart. 

Mr. Keating. They have got their own warehousing for distribu- 

Why should they put ‘them through the others? We have 42 

rehouses located in 42 cities in 31 States in the United States to 

rve our dealers. Naturally, we would use our own point of 
listribution. 

Mr. Burns. On this chart, can you tell us whether you purchase 
rom some of the divisions known as the accessory group parts which 

distribute through your GM parts division ? 

\ir. Keartne. Yes, we do. 

Mr. Burns. Do those parts accessory group divisions also sell the 
ime parts through United Motor Service? 

Mr. Keating. Yes. Not all of them. 

Mr. Burns. But some of them ? 

Mr. Keating. Yes. 

Mr. Burns. What reason is there for an accessory group division 
to sell for replacement the same parts through two different channels 
f distribution ? 

Mr. Keating. They sell to a different group. 

Mr. Burns. Will you tell us what the different groups are? 

Mr. Kearine. We sell the Chevrolet dealers, those are the only ones 
ve do sell to. Beyond a contract with the Government and United 
Motors Service, they sell to their customers, whoever they may be; 
| do not know that. 

Mr. Burns. In connection with the sale of parts by the accessory 
group divisions which go through both channels of distribution, are 
you familiar with the system of pricing those parts for the ultimate 

msumer which, I suppose, generally is the customer who brings the 

i in to have it serviced ¢ 

Mr. Krarrne. In a broad sense on Chevrolets only. 

Mr. Burns. How are the parts priced, as a matter of policy? 

Mr. Keating. Well, as a matter of policy, after the usual considera- 
tions of costs, why, this is a very competitive business, we have ever 
cot to be mindful of the fact, just as we are on the price of our passen- 
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ver cars, that we have got to be competitive, I mean by that, { 
sale of the new ear. 

We have always prided ourselves—one of our sales slogans is “EF 
nomical transportation.” 

Therefore, that must enter into a consideration when we are pric 
parts. 

In a broad sense I think what you asked for is what our pricing 
policy is. 

Mr. Hogan. We can save a lot of time if you will let Mr. Hufstade: 
read his statement on replacement parts. 

Mr. Burns. I have read his statement, and it does not answer those 
questions. 

Mr. Hocan. It would. 

Mr. Burns. I may have been tired when I read this statement, | 
I did not find the answers. 

Mr. Hogan. I am getting tired, too. 

Mr. Burns. Maybe I am not asking the right questions. 

You have what might be called two types of parts, those which are 
an integral part of your automobile, like a fender, not made by any 
body else but you; perhaps the engine block—— 

Mr. Keating. We have quite a number of competitors on fenders. 

Mr. Burns. Of Chevrolet fenders ? 

Mr. Keatrne. Oh, yes; the woods are full of them. 

Mr. Burns. Well, are there some parts which the Chevrolet car d 
vision makes which nobody else makes, outside of the full body 
shell ¢ 

Mr. Keatrne., Well, there probably are some, but I cannot name 
them. ‘This is a highly competitive business, this parts selina. 

Mr. Burns. Well, that would be very interesting to the committee 
you say that every part which goes into an automobile, except per- 

haps the body shell made by Fisher Body, is actually made by out- 
side corporations who are in a position then to endeavor to get the ¢ 
tire replacement market for Chevrolet parts. Is that what you say? 

Senator O’Manonry. Will the gentleman give his name, please? 

Mr. THompson. Me? 

Senator O’Manonry. Yes. 

Mr. 'THompson. I. W. Thompson, Chevrolet Motor division. 

Senator O’Manoney. Now, why don’t you pull up a chair if yo 
want to prompt Mr. Keating, and let us speak right up. 

Mr. Keatrne. I would like to change somewhat my statement inso- 
far as the fender is concerned. 

Mr. Burns. Go ahead. 

Mr. Kratinc. The competition comes not so much from the re- 
placement of the fender as it is the bumping-out process on the part 
of shops. 

Mr. Burns. Well, my purpose is simply to try to find out which 
parts are made solely by the car division, so I can discuss how those 
are priced in replacement and those which you buy from other divi- 
sions, and I assume, perhaps erroneously, that perhaps several— 

Mr. Keartne. I would sum it up this way 

Mr. Burns. Let me finish the question for the record, please. 

I assume that there probably were several parts which probably 
every car manufacturer made, which you were only one to make, and 
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fenders as an example because some witness had used that in 
stimony of the parts manufacturers. 

. Keatrnc. Maybe I can answer your question this way: About 

ercent of our parts fall in the category of which you ai 
Mr. Burns. I think the term was us sed, an id it may be an erroneous 
it was used as “captive parts” by a witness, and he was refer- 

o those as the kind of parts which were such an integral part 
partic ular automobile that no one except the manufacturer of 
ir itself bothered to make it. 

w, with respect to those parts which are made solely by the car 
how do you determine what price to charge or what price 
| be charged the car owner in the replacement market? 

i \TING. It is the same basis as the other 75. 

Burns. Well, in the case of the other 75, you would certainly 
to start with the cost to you, and add other elements, and then 
ire it with the price of competitive parts which might be avail 
whether they are equal or not, if they could serve the purpose. 
t in the ease of the 25 percent, where there is no competitive part, 
uuld theoretic “ally ch: arge almost any pr ice because there would 

» place else that a car owner could obtain it. 
Do you have any policy as to a certain percentage of profit, plus 
, the way you do with the whole automobile ? 

. Keating. Except that you would run into the factor that ] 

of te economical transportation. You have got your com- 
1 the form of what your competition may be charging for that 


Burns. You mean that- 

Krarine. Our new-car competitors, those who sell their new 
we have got them to watch as to what their replacement. parts 
are. 

r. Burns. You mean that if you try to charge $50 for a particular 
ement part, like a fender, and every other manufacturer sold a 
uw line of fender for $25, that after a wlule customers—it would 

wt your sales, both—— 

Mr. Kearine. Right. 

Mr. Burns. Of original cars? 

Mr. Keatine. That is right; if our competitor’s products 

Mr. Burns. That is what I wanted to find out. 

Kratine. Are more economical to maintain, why, we would 

| it eventually in sales. 

Mr. Chairman— 

Senator O’Manoney. Mr. Keating? 

Mr. Keatine. Again, we have this here expressed quite fully, if I 
y be permitted to read it to answer Mr. Burns’ subject here, the 
tter of pricing. 

Senator O’Manonry. Mr. Keating, counsel to the committee has 
eady read your statement. I have not had the time to do that, 

d he assures me, as he has assured you and the others here, that 
questions he is asking of you now are not covered in this state- 

We will get to the statement presently. 

Mr. Keatinc. Well, I do not want to take issue with the Chairman, 

r, but this question is in there. 

Senator O’Manonery. That might be, I do not dispute that myself. 

low far are we getting along, Mr. Burns? 
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Mr. Burns. There may be an answer to one of these questions. But 
I am trying to lay a foundation for some questions which are not in 
here, and if we may proceed, I think we will be there very quickly 

Senator O’Manoney. I think this is the orderly way to proceed, 

Mr. Burns. Now, with respect to the prices, the parts which you 
purchase from outside of your own division and distribute for re- 
placement. purposes, how do you determine the price at which those 
will be sold to the customer ? 

Mr. Kratinc. The same pricing policy. 

Mr. Burns. You mean it depends upon what the competitors of 
other makes 

Mr. Keatine. No—well—yes, that is in there, too, but I said, first, 
that we start with the basic element of the cost. 

Mr. Burns. Well, do you base your price to the customer—I believe 
what you do is you have a suggested pricelist for the dealers to charge 
for various parts. 

Mr. Keatine. Well, yes, there is a catalog which lists prices. 

Mr. Burns. And there is a discount off that, and that is what they 
pay when they buy it. 

Now, in setting that suggested list price and allowing this discount 
to the dealer, what other elements do you take into consideration in 
determining what the markup will be above the cost to you for that 
part? 

Mr. Keatine. Well, it is our regular costing procedure. As far as 
the actual markup I cannot give you that figure. I can get it for you 
if—— 

Mr. Burns. I just wanted to know what the policy is, whether we 
were talking about the general policy of cost, plus overhead, plus 2 2 
percent rate of return av eraged over various products, and allowi 
for competitive factors, and I was simply asking whether that a ap- 
sete to the parts made by the division and also the parts which you 
ouy from outside; is that the system? 

Mr. Keatrna. I do, yes; that is right. 

Mr. Burns. Well, now, in the purchase of parts for use as original 
equipment, do you often pay a different price to the supplier than 
you do for the identical part to be used for replacement purposes? 

Mr. Keatinc. No—w ell, yes—I thought you were going to have an- 
other question. 

Mr. Burns. Yes. 

Mr. Keatina. The other question—of course, we buy it in bulk. 
Now, it is quite possible our parts, central parts warehouse, the major 
at Flint, would requisition some of those parts, but then you have 
got your cost element which comes in again, and shipment ‘from the 
manufacturing plant to the major, distributed to the zone, and then 
it is going to have those distribution costs, so that naturally would 
be added to the costs. 

Mr. Burns. Do you have instances where you pay the same price 
for the original equipment and for the other parts of that same item 
which you intend for replacement purposes? 

Mr. Keatrne. Yes. 

Mr. Burns. And do you know whether the manufacturers who sell 
you such items also sell that same equipment for replacement pur- 
poses ? 

Mr. Kratina. In some instances they do. 
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Mr. Burns. Now, do you know whether the price—let me ask the 

iestion this way—in the case of the car division, are those replace- 

int parts sold only directly to dealers? 

Mr Keating. Yes. In addition, as I say, we have contracts with 

as 

Burns. Yes. But as far as the general public is concerned, 
¢ aaa goes directly from this GM parts division to the dealer, 
nd then they come in and get them. 

Now, do you sell any of the parts made by the Chevrolet car 
livision to outside repair stations and garages ! 

Mr. Keatrne. Only through dealers. 

Mr. Burns. Has that always been so, or is that under the recently 
nnovated plan? 

Mr. Keating. No, that has always been so. 

Mr. Burns. Now, in connection with the parts which are purchased 
from the outside, do you set the price for that part to the ultimate 

nsumer in accordance with the prices which the manufacturer sells 
hem for, or does the manufacturer take your price as the guide? 

Mr. Keatine. We set our own prices without any discussion with 

y outside source, Mr. Burns. 

Mr. Burns. Well, to the extent that Chevrolet division buys the 

ts for replacement at the same price that it purchases original 

uipment, it has an advantage over any distributors of the supplier 

10 is also competing for the business of your dealers; is that not so? 

. Kearine. Remember now, | told vou that where we buy in bulk 
that fashion, if we want to use the service to our warehouses, we 
apy got to ship and box and still pay the same distribution ex- 
as for any parts that go out through that part of our operation. 
S of ir as what that manufacturer sells through that outside source, 
[ have no knowledge of it. 

Mr. Burns. Now, to take a specific case so it will be easier for you 
to answer, in the case of clutch driven plate assemblies sold by the 
Becl k division of Borg-Warner, the contract showed that the price 

ich Chevrolet paid for repl: vcement parts packaged individually 
as 12 cents more than those sold in bulk. 

Now, it gave Chevrolet the privilege of purchasing in bulk for re- 
placement. Has any study ever been made to ascertain how much it 

osts Chevrolet to do the work which Borg-Warner was charging 12 

nts for? 

Mr Kratinc. No; not that I have knowledge of. 

= Burns. What reason would there be for Chevrolet buying in 

k and pac kaging to sell the replacement market when Borg-Warner 


“er the setup to do it and the contract provided that Borg-Warner 
would do it ? 


Mr. Keating. I don’t know, I can’t tell. 

Mr. Burns. Would there be a saving to Chevrolet if it did it 
tself ? 

Mr. Keating. I don’t know. I would have to have a price study 
ade on it to determine it. 


_ Mr. Burns. Well, in determining what price is to be the suggested 
ist price, do you ever discuss with the parts manufacturer what would 
be an appropriate price for the part which is used as original equip 


‘nt and also sold by the supplier for replacement purposes ? 
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Mr. Kratinc. Youmean to establish a list on it? 

Mr. Burns. Yes. 

Mr. Keatinc. You mean work out a price arrangement with so) 
outside source? No. I think I have already answered that. Wi 
our own prices. 

Mr. Burns. Do you have knowledge of the prices which you 
pliers charge when they sell to distributors the parts which are 
sold to you for replacement ¢ 

Mr. Keatina. No, sir- you mean the parts which they sell t 
for re pi: cement, what they charge to their 

Mr. Burns. Yes. 

Mr. Kratinc. No, sir: we do not. 

Mr. Burns. Now, a witness for the Thompson Products Co. testified 
that his « ompany sold intake valves to ( ‘hevrolet for 19.8 cents each, 
and at a price of 37 cents for similar valves to independent wholesalers 

Now, when ( ‘hevrolet resold those parts to the trade. do you know 
what price they sold them at ? 

Mr. Keatrinc. That is an intake valve? 

Mr. Burns. Yes. 

Mr. Kearine. Does it have a number on it ? 

Mr. Borns. I thought you might have it from having read 
testimony. It is 3835650. 

Mr. Keatine. We could furnish it. 

Mr. Burns. I will pass that. We will get that information lat 

Now, to what extent does the Chevrolet Co. depend upon the 
placement business for part of the annual profits which it endeay 
to show ? 

Mr. Keatine. To v = at extent ? 

Mr. Burns. Yes, s 

Mr. Kearina. On a profit forecast we always forecast the sak 
we hope to make and the profit return from it. That is so variable | 
don’t believe it has any bearing on the cost of the product at all, 

Mr. Burns. Do you have any figures which would show how mu 
replacement business you did in any recent year on parts purcha 
from outside of your own car division 

Mr. Kearing. On parts purchased from outside sources? 

Mr. Burns. Outside sources; yes. 

Mr. Keatinc. How much we have purchased ? 

Mr. Burns. Yes. 

Mr. Keatine. No; not the total. 

Mr. Burns. Would those be available ? 

Mr. Keatine. Yes. 

Mr. Burns. Any year? 

Mr. Hogan. No: we don’t have that. We don’t carry our a 
in such a way that we could break it down without several mont 
of study. 

Mr. Burns. Now, I want to refer to one section of the Chevro 

ling agreement, which is section 21 (d). It deals with gen 

This refers to the } provision that the dealer will not sell, off 
sale, or use in the repair of Chevrolet motor vehicles al 


Mr. Kearine (reading): 


And chassis that is genuine 
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RNS, There Is ly pog! aphical error here 


hassis as genuine new Chevrolet repair parts—any part or parts which 
not in fact genuine Chevrolet repair parts as defined in subsection A of 
on 10 of this agreement. 


(nd subsection A of section 10 reads: 


enuine parts are defined as, “as parts manufactured by or for seller, de- 
ed for use on Chevrolet motor vehicles or chassis and distributed by seller 
v division or subsidiary of General Motors Corp.” 


Now, have you interpreted that section as requiring the dealers to 

| as genuine” only parts which they purchased from the General 
Motors Corp. ‘ 

Mr. Keatinc. No; Mr. Chairman, I again submit that the gentle- 


is getting over onto subjects which are clearly covered in the 
esentation we have here. 
Mr. Burns. If he would like 
Mr. Kearinc. The whole paragraph on “genuine” 
‘Mir. Burns. [f he would like to read the paragraph at this time 
ve no objection to that and then I can question him further about 


Mr. Hogan. You haven't got a good lead in to do that. 

Mr. Keating. Yes: I think that gives us the opportunity. 
\ir. Burns. Page 73. | have indexed this. 

\ir. Keatine (reading) : 


Genuine parts advertising: An insistent complaint | the representatives of 
independent parts manufacturers and wholesalers against General Motors 
rp. and other motor vehicle manufacturers relates to the advertising of parts 
ributed by the moter vehicle manufacturers as genuine parts. 
February 1955, the Federal Trade Commission began an inquiry relative 
the advertising by Chevrolet motor division of automotive replacement parts 
cenuine’ Chevrolet parts. The last of the information requested from 
ral Motors Corp. was furnished to the Commission’s attorneys some 6 
ths ago, and I understand the matter is currently under investigation. 
iew of this fact I only wish to place on the record a complete denial of 
harges heretofore made that such advertising is false or fraudulent and 
this committee as to the nature of a “genuine” part as that term is used 
industry. 
genuine Chevrolet part, for example, is a replacement part for a Chevrolet 
‘vehicle. It is distributed and warranted by General Motors Corp. The 
s designed and engineered for use in Chevrolet motor vehicles by Chevrolet 
eers. It may be made by Chevrolet or may be made by others for Chevrolet 
evrolet’s manufacturing specifications and subject to Chevrolet’s inspection 
cceptance, 
olet recommends these replacement parts to the Chevrolet owners as 
oper replacement parts for Chevrolet motor vehicles. 
king on the subject of replacement parts, the Circuit Court of Appeals, 
th Cirenit, in Pick Manufacturing Company v. General Motors Corporation 
2d G41), said: 
Repairs will be made after the expiration of the 90-day period. 
necessitated by natural wear, tear, and breakage. In the minds of 
vners, the cars are identified and associated with the manufacturer. If 
ve or ineflicient repairs or replacements should be made, and the cars, as 
ilt, should operate unsatisfactorily, the owners’ recollections will naturally 
evitably revert to the specific name and manufacturer thereof. Defective 
pr ing efficient operation of Cars, bring dissatisfaction with the auto 
themselves The natural result is blame of the manufacturer and con- 


nt loss of sales. 
automobile is a complicated mechanism, the refined product of scientific 
ering after long investigation, close competition, experiment, and prac- 


perience. Replacement and repair parts must be of accurate measure- 
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ment, appropriate, satisfactory material, and proper mechanical construct 
Otherwise, disaster may result. * * *” 

As other witnesses have testified, there are numerous brands of automotive 
replacement parts on the market, and some are inferior to others. The on) 
criticism of the use of the word “genuine” to identify the parts designed ; 
engineered by Chevrolet engineers and inspected and distributed by Chevro 
and other divisions of General Motors Corp. is based on the fact that some inde. 
pendent parts manufacturers manufacturing original equipment and replacement 
parts for Chevrolet Motor Division also make parts for the replacement mark: 
Parts wholesalers and other parts manufacturers who are not suppliers to Che 
rolet Motor Division claim these latter parts are identical in all respects wit! 
parts supplied to Chevrolet. 

General Motors does not know whether these claims are true or not. We 
do, however, have knowledge of the specifications, design, quality, and perform 
ance characteristics of the replacement parts we distribute under our own trade 
names. Such parts are recommended by General Motors, as the manufacturer 
of the motor vehicle, to be the proper replacement part, and each such part bears 
the same General Motors warranty as the General Motors vehicle itself. 

Regardless of whether a genuine part is manufactured by Chevrolet Motor 
Division or is manufactured for Chevrolet by an independent parts manufac- 
turer, each such part must be made to Chevrolet’s exact specifications as to 
dimensions, tolerances, quality of material, and workmanship and inspection 
Replacement parts for current model vehicles are produced along with, and 
are in every way identical to, the original equipment parts. Replacement parts 
not currently used in vehicle production must meet or exceed the origina 
Chevrolet specifications, 

Chevrolet has no control over the specifications, quality, material, or work 
manship of parts manufactured by independent parts manufacturers and sold 
by them in the replacement parts market. 

The Chevrolet parts advertising does not, nor was it intended to, disparage 
the product of any competitor. The advertisements are intended solely to pro 
mote the sale of the replacement parts recommended, warranted, and distributed 
by General Motors Corp. to the owners of General Motors vehicles. The adver 
tisements also identify the Chevrolet replacement parts by the use of the term 
“cvenuine”’ among the numerous other parts available on the market as replace 
ment parts for Chevrolet motor vehicles. 

Mr. Burns. Is that “genuine parts” advertising still the practice of 
Chevrolet ¢ 

Mr. Keatine. Yes, sir. 

Mr. Burns. Well now, on page 75, so as to identify it for you, you 
made the statement that some independent parts manufacturers mak 
both original equipment and replacement parts for Chevrolet ? 

Mr. Keatrna. Yes, sir. 

Mr. Burns. Is it not a fact that often the only difference betwee: 
the replacement part sold by General Motors and the part sold by this 
independent supplier to General Motors under his own brand name is 
that the initials “G. M.” has been placed upon the part and the inde 
pendent suppliers uses its own brand name and number ? 

Mr. Keatine. We don’t know. 

Mr. Burns. Well, when you put these advertisements out which you 
have been doing, isn’t it the intention to have those who read the ad 
vertisement purchase only parts which have the words “genuine 
Chevrolet” on them, or on the package, and not to purchase the othe: 
parts of your suppliers, even though they may be identical ? 

Mr. Krarina. Mr. Burns, the manufacturer is the whipping bo) 
this industry for anything that goes wrong with any customer’s aut: 
mobile. And our whole intent and purpose in those ads is to see t 
it that he understands that the proper service, the proper part to us 
is that which has been identified as “genuine Chevrolet part” which: 
one built to our specification. That is our whole purpose in thi 
advertising. 
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Burns. When you deal with a company like bBorg-Warner, 
ich has a long reputation and good reputation in this industry and 
| use its parts in your own automobile, why could you not permit 

\ose same parts to be labeled in such a way as to indicate that they 

acceptable to Chevrolet ¢ 

Mr. Hogan. There is nothing in the record, Mr. Burns, in regard to 

y discrimination by Chevrolet against Borg-Warner parts. I have 
read the Borg-Warner testimony. 

Mr. Burns. The advertisement which was referred to in the testi- 

ony in Life magazine—— 

Mr. Bripenstrne. What issue—what date / 

Mr. Burns. October 19, 1955. 

Mir. Kearine. 1953 4 

\ir. Burns. Yes. 

Mr. Hogan. I do not know that there is any question about it. 

Mr. Burns. The question is this, that the advertisement shows pic 
tures of two ¢ ach disk plates, and makes the statement : 

Protect the performance of your Chevrolet with genuine Chevrolet parts. 
What is the difference is simply this: One of these clutch disks was manufactured 

the same fine materials and with the same high standards of precision used 

vour Chevrolet’s original factory clutch disk. It is the one that is made to 
ght, function better, last longer, the genuine Chevrolet part. This important 

fference means finer performance for your Chevrolet and it means more de- 

ndable and economical motoring for you. That is why you should always 
ify genuine Chevrolet parts. Installed by your Chevrolet dealer and leading 
ependent garages and service stations everywhere. 

Now, the Borg-Warner Co. has testified that they ship—they sell 

nro independent channels—a disk plate which is in all respects 

jual to the one which they make for you, the Chevrolet, and that their 
re ali ition stands behind that clutch disk to the same extent that it 
loes behind the one sold to you for use in the Chevrolet. 

Now, doesn’t that advertisement of yours imply to the consumer 

iat it is only by purchasing the one sold through your division that 

iey can obtain proper parts? 

“ee Hogan. What I was trying to find out is, Are you not assuming 

hat is a Borg-Warner item, and another Borg-Warner part there? 
You know there are a number of people making them. 

Mr. Keatrine. There are 14 sources. 

Mr. Hogan. I thought you started out on a wrong assumption, and 
that is what I was trying to correct. 

Borg-Warner and everybody else that puts a piece out will always 

say that it is of good quality, and in their opinion it performs well. 

Chevrolet has the right to its own opinion that what it designs and 
its engineers specify and what others build to its specifications are 
better, although the other manufacturers may claim it. 

Now, you are assuming there that that is an attack upon Borg- 
Warner; I do not see their name mentioned. 

Mr. Burns. Well, I am not making any assumptions. I am re 
ferring to the testimony which has been presented to the committee 
by jobbers who feel that they have been hurt as a result of this adver 
tisement, and the complaint is that a jobber who, prior to this ad- 
vertisement or this campaign of advertising genuine parts, was 

handling Borg-Warner clutch disk plates, was able to sell those in 
competition with the General Motors replacement parts divisions to 
the trade because he could show that or state that these were the same 


it. 7-——61 
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as were made by Borg-Warner for Chevrolet, and were in all resp 
identical. 

This advertisement, he feels, has hurt his business because it made 
no discrimination—there may be some justification for a disecrimina- 
tory statement Distingnishing between parts in accordance with ce: 
tain standards, but this ad made no such distinction, and it had 1 
actual effect, and it appeared to have, and was intended to have, the 
effect of getting all of the replacement parts business for Chevrolet 
parts for the Chev rolet division. 

Mr. Hocan. I do not remember that testimony. 

Will you let me have the name of the witness and the transcript 
number ? 

Mr. Kearine. Might I read Mr. Blanchard’s testimony, the service 
manager of Borg-Warner 4 

This advertisement does not tell what might be the difference between thes: 
two, but one of these might be a plate that has been reworked and rebuilt by 
most anyone, which would not give satisfactory results in some cases. 

Mr. Chairman, the Federal Trade Commission, as I have already 
read, has spoken to Chevrolet about these series of ads, these ads that 
counsel is speaking of, which ran back in 1953. 

We have acquiesced to their wishes on the matter, although we still 
disagree that the whole intent, to be sure of what you get, and the 
tooling approach to it, was in the interest of our customers, but we 
have ceased on that type of advertising, at least that type of reference 
in our advertising, at the request of the Federal Trade Commission. 

Senator O’Manoney. These ads have been abandoned ? 

Mr. Kearinc. That type. The comparison ad, one against the 
other, has been abandoned. 

Senator O’Manonery. But the purpose of Chevrolet is still to ex- 
clude from the work of service stations in repairing Chevrolet cars 
all parts except those manufactured by Chevrolet, although Chevrolet 
buys parts of the identical design and identical purpose from some of 
the manuf: — rs of parts who would be injured, and claim they 
are injured, by the attempt to restrain the market to the genuine 
Chevrolet parts ? 

Mr. Kratinc. I do not think anyone, Senator, whom we buy parts 
from has testified to that. 

Senator O’Mauonry. Well, I was asking the question on the basis 
of the ad, as I looked at it. 

It isasimple one. Are you trying, is your objective now, to confine 
the use of parts for Chevrolet to those parts manufactured by Chev- 
rolet, although you still continue to buy parts from other manu- 
facturers like Borg- Warner ? 

Mr. Kratine. No. Our purpose in our advertising is purely to iden- 
tify the Chev rolet genuine part or the genuine Chevrolet part, which is 

customary in the interest of service purposes. 

Senator O’Manoney. Yes; that is clear. But Borg-Warner is a 

putable manufacturer; you acknowledge that. You furnish Borg- 
Warner tools made to your specifications for the manufacture of these 
disks, for example. You are satisfied with the work; you buy thei 
vork, and you buy other parts from them also; is that true? 

Mr. Krarina. That is correct. 

Senator O’Mantonry. Yes. 
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Now, they manufacture parts which they tell us are in all respects 
— as the parts manufactured by Chevrolet. So the question is, 
the objective of Chevrolet to push Borg-Warner out of this 
iness by these ads ? 
ui r. Keattne. No, indeed, none whatever; no, sir. As has been men- 
ned here, besides Borg-Warner, there are 13 other sources. 
nator O’Manonery. Yes; of course, that is clear, and there might be 
irces Which manufacture spurious parts, that is clear. 
Burns. Mr. Hufstader, I want to ask some questions on the 
ribution, and it may be that this would be within the scope of your 
responsibilities, or it might be within Mr. Skinner’s, I don’t know. 
it refers to the first 17 pages of this statement, which describes 
wholesaling plan and the method of distribution. Now, I have 
1e quest ions with respect to it as we go along—— 
rs Currice. Why don’t you read the statement and then ask your 
estions ¢ 
Senator O’Manonry. That is all right. 
Mr. Burns. As I say, if whoever the appropriate witness is would 
.d the first 17 pages, I could ask questions with respect to them. 
Would that be Mr. Hufstader ? 
ae O’Manoney. If you please. 
. Hursraper. A General Motors motor vehicle is a quality prod- 
t engineered, designed, and manufactured for dependability, safety, 
| economy as well as style and comfort. We recognize an obligation 
to owners of our vehicles to have replacement parts embodying the 
me high qualities available when needed. We are rightly in the 
r pI acement-parts market, and being there, we are entitled to compete 


iat market, notwithstanding the opinion of Mr. Halfpenny, gen- 

cma for the National Standard Parts Association, that General 

tors is not rightfully entitled to any market in replacement parts. 

Halfpenny has misconstrued the following statement made by 

ir. Charles Coker, Omaha zone manager for United Motors Service 
sion, at a meeting in Omaha, Nebr., in December 1953 : 


However, the primary reason for the new policy is that General Motors, 
ng manufactured approximately 50 percent of all cars, trucks, and engines, 
they should make effective a plan to penetrate the replacement-parts market 

ire rightfully entitled to. 

Mr. Halfpenny construes this statement as meaning that General 
tors believes they are entitled to 50 percent of all repairs because 

(ieneral Motors is manufacturing 50 percent of all automobiles. I 

on this record that Mr. Coker meant any such thing. I think 
oper way to find the meaning of Mr. Coker’s words is to ask 
He is available to this committee at any time. 
r. Burns. May I ask at this point, on what basis do you say that 
was not what Mr. Coker meant ? 
\ir. Hursraper. I have suggested how to get that. You want my 
erpretation of it? 
Mr. Burns. Now, you make the statement here that you deny that 
what he meant. 
Mr. Hursraper. All right. We are simply endeavoring to point 
again, the pote ntial that exists in the parts m: arket, and pointing 
» fact that there is a large potential available. On further down, 
race you will pet in the third paragraph on page 2 we 


\f 
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set forth there are 24 million General Motors cars and trucks in ope: 
ation today which are entitled to look to General Motors Corp. fo 
necessary replacement parts. We feel that there is an opportunity 
to service the customer and to make available to him the necessary 
parts. We are not in any sense stating arbitrarily that we are entitled 
to 50 percent of the parts market. We are saying that there is a 
potential available there to be had if we can go after it. 

Mr. Burns. ‘The point I was making, it may well be that you in 
Detroit have that policy, and if that is the corporate policy, I was 
asking you how you deny that Mr. Coker had something else in mind 
when he made the statement. One of the problems which — 
to be present is that sometimes the zone manager may make a stateme: 
which is inconsistent with the interpretation ‘from Detroit. 

Mr. Hogan. Are you not reversing it? He never said it in the 
first place. He puts on his interpretation, Mr. Halfpenny. Noboc 
in our crowd has to justify his interpretations. 

Mr. Burns. You are not saying that the statement was not mac 
by Mr. Coker? 

Mr. Hogan. I do not know whether he made it or not. 

Mr. Burns. This statement which has been prepared by your com 
pany says it was made. 

Mr. Hursraprr. I talked to Mr. Coker. I make that denial on tha 
basis. 

Mr. Burns. Mr. Hogan was saying that even you are not sure that 
such a statement was made. But what you have just read said that 
it was made. And the question is whether it was misconstrued, not 
whether- 

Mr. Hursraper. Mr. Halfpenny—did not Mr. Halfpenny put that 
into his testimony ? 

Mr. Bripensrine. It is in the record. 

Mr. Burns. There is no question that the statement was made. But 
we are trying to determine whether it was true. 

Mr. Hursraper. He attributed the statement to Mr. Coker. And 
I have discussed this with Mr. Coker in Detroit. 

Mr. Burns. Did he make the statement? That is the first question 
In your a 

Mr. Hursraper. Yes; he made it. 

Mr. Brwenstine. He made the statement. 

Mr. Hurstaper. Was not that it? 

Mr. Brwwenstrine. He made his statement in his talk. 

Mr. Hursraper. In his discussion at Omaha, Nebr. 

Senator O’Manoney. These are his words? There is no dispute! 

Mr. Hursraper. That is right. 

Senator O’MaHoney (reading) : 

However, the primary reason for the new policy is that General Motors, having 
manufactured approximately 50 percent of all cars, trucks, and engines, feel 
that they should make effective a plan to penetrate the replacement-parts market 
they are rightfully entitled to. 

Now, we are apparently debating on the construction of the mean- 
ing of that statement, are we not! 

Mr. Hursraper. Yes. 

Senator O’Manonry. You say Mr. Halfpenny construes this state- 
ment as being that General Motors believes they are entitled to 50 
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rcent of all repairs, because General Motors is manufacturing 50 
recent of all automobiles. 
Would you disagree if I were to insert after the word “repairs”— 


) percent of all repairs on General Motors products, all cars— 


ecause General Motors is manufacturing 50 percent of them. 

Would you accept that as Mr. Halfpenny’s construction ? 

Mr. Hursraper. Not necessarily, Senator. 

Senator O’Manonry. Well, I was here when Mr. Halfpenny made 

s statement, presented his testimony, and I certainly understood 

e language of Mr. Coker as meaning the primary reason for the new 
policy is that General Motors, having manufactured agi ge ately 

) percent of all cars, truc ‘ks, and engines, feel they should make 
fective a plan to penetrate the replacement-parts market they are 

chtfully entitled to for General Motors cars, to which they are 
ightfully entitled. 

That phrase “for General Motors cars,” 1 interpolate there. 

Mr. Hoean. As 100 percent or 50 percent ? 

Senator O’Manoney. How? 

Mr. Hogan. 100 percent or 50 percent? I think that is where the 

liculty comes, the way that Mr. Halfpenny has it. 

Senator O’Manoney. What that means is, as I understand it, that 
General Motors was endeavoring to secure the complete market for 
eplacement parts in General Motors cars, which would be 50 percent 
f all re pairs. 

Mr. Hogan. I think that was the impression that Mr. Halfpenny, 

at he was trying to create, yes. 

Senator O’Manonry. Is that not a natural conclusion? 

Mr. Hogan. I think it is very optimistic, at least, the boys who 
know anything about selling parts tell me that is very optimistic. 

Senator O’Manoney. Let us find out what they do. This is the 
vist of the whole thing. I do not know what you mean unless you 
tell me. 

So now, is it your policy, Mr. Hufstader and Mr. Keating, to build 
up the manufacture of parts within General Motors so that only parts 
manufactured by General Motors shall be used in General Motors 
cars—is that your objective? 

Mr. Hurstaper. The objective, first, Senator, is to serve the cus- 
tomer, and we are stating 

Senator O’Manonery. Of course, we know that. That is accepted. 
\nd I have no hesitation to say here for you that General Motors 
1akes good cars. 

Mr. Hursraper. O. K. 

Senator O’Manonry. I have ridden in your Chevrolet, and I like 
t. It goes along the road very well—there is no debate about that. 

Mr. Hursraper. You own a Cadillac, though, do you not? 

Senator O’Manoney. I own a Cadillac and I like that, too. 

Mr. Hursraper. We are trying to point out, Senator, that there are 
24 million General Motors cars out there, and if we can serve those 
wners properly and adequately, there will be ensuing good-parts 
oa but to arbitrarily say that we are not—that we are going 

fter a definite percentage of the market is not to be construed in 
that meaning, within that context. 
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Senator O’Manoney. Let us get it now down to my Cadillac 
you trying to tell me—— 

Mr. Hurstaper. You mean up. 

Senator O’Manoney. All right; let us get it up to my Cadil 
Of course, it is a 1949 Cad, and therefore you might consider 
worn-out car. 

Mr. Hursraper. I consider you an excellent prospect. 

Senator O’Manonry. Well, as I said to Mr. Curtice the other 
I will have to find out what you want to offer me for my car. 

Mr. Curtice. That is right. 

Mr. Hursraper. He assured you that we would make you a 
proposition. 

Senator O’MAnoney. I did not hear the “good proposition.” 

Mr. Hursraper. He assured you that it would be good. 

Senator O’Manoney. Now, then, with respect to this Cadilla 
am I to understand that it is the object of General Motors to reach 
such a situation in the manufacture of parts that no parts not manu 
factured by General Motors shall be on the market to go into Cast 
Cadillac, though there may be parts dealers capable of doing it, 
doing it? Must I put only General Motors parts in my Cadillac whe 
I take it to be repaired? and T have not needed many parts, let. me sa) 

Mr. Hursraper. Is not that fine? The answer to your question 
“No,” you as an individual are a free agent, you can put into that 
Cadillac anything you want to. 

Senator O’Manoney. Oh, I know that, but is it your object:? 

Mr. Hursraper. It is our object, though, to serve vou, to have these 
parts available to serve you. If you elect to put into that car thi 
Cadillac parts, the decision is yours. 

Senator O’Manoney. Oh, I know that. I know that. I 
always made my own decisions. 

Mr. Hurstraper. I am very sure of it. 

Senator O°Manonry. But what I want to know is: Is it the policy 
of General Motors to be such in the manufacture of parts th: at the 
position of the independent manufacturer of good parts, parts that 
have been so good that you have used them in the past, that. thei 
business will have to f: a off and die? 

Mr. Hursraper. No, it is not. 

Senator eine You do not want to drive them out of the 
market ¢ 

Mr. HursrAper. No, sir. 

Senator O’Manoney. You want to say to the independent part 
manufacturers now: “Manufacture high-class products and we will 
continue to buy them, and we will not try to drive you out of th 
market.” 

Mr. Hursraper. We say in the very first page, Senator, that we 
are rightly in the replacement-parts market, and being there, we 
are entitled to compete in that market, and that is precisely what we 
are doing. 

The decision is entirely up to the individual customers whether t 
buy our parts. 

Senator O’Manoney. Is there any reason why the 17,000 dealers 
who handle your cars around this country should not be free to pur- 
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« parts from parts manufacturers which they regard as satisfac 
\ir. Hursraper. They are free to do just that. 
Senator O’Manoney. They are free? 
\ir. Hursraper. Yes, sir. 
Senator O’MAHONEY. To do that? 
Mr. Hursraper. Yes, sir. 
Senator O’Manoney. And the complaints and the fears that have 
expressed to this committee by parts manufacturers that the com- 
tion of General Motors against them is cutting down their busi- 
those fears are unfounded ¢ 
Hursraper. We think so. We think they are hollering before 
are hurt. 
Mr. Keatine. Might I submit something that might be of interest? 
Here is Jobbers Topics, the 1955 annual issue. ‘This is published in 
November. ‘This is somewhat of a bible for all of these people we have 
poken of, and whose names have come into this picture. 
Senator O’Manoney. Who publishes it ? 
Mr. Keatine. Ray Barnett is the editor. I want to give you this: 
»not let them fool you. It is still a mighty good business. 
Chis is the jobbers, to the jobbers. 
Mr. Hursraper. Shall I go ahead with the reading of the state- 
ent ¢ 
Mr. Hogan. I do not want you to get the impression that we are not 
ng to sell ] arts. 
‘Senator O’ Aaminae: I have not gotten that impression; no, I 
t deceived at all. 
You may proceed. 
Mr. Hursraper. General Motors does not subscribe to the business 
ilosophy that a motor-vehicle manufacturer need not concern itself 
th the motor-vehicle replacement-parts business. 
We oe for example, that the owners of the 24 million General 
Motors cars and trucks in operation today are entitled to look to Gen- 
Motors C orp. for necessary replacement parts so they can continue 
to enjoy the dependability, safety, and economy that has been engi- 
ered and built into their cars by General Motors. Furthermore, it 
ist be remembered that service-parts availability and maintenance 
sts are important factors which influence a purchaser’s selection of 
ne make of motor vehicle over another. 
he mechanical nature of motor vehicles creates a need for service 
parts replacement. The sale of motor vehicles and the sale of 
placement parts to maintain them are inseparable. 
In this committee’s current investigation of General Motors C orp., 
have noted the « ‘compl iints of a number of witnesses who have been 
produced by the committee’s staff to criticize the activ ity of General 
Motors Corp in the sale and distribution of motor-vehicle re placement 
irts. I believe that it would be a disservice to this committee if we 
re to permit the conjecture, misrepresentation and hearsay testi- 
ony indulged in by some of the complainants to go unchalle need. I 
uld like therefore to discuss brie fly this matter of replacement parts 
is i t applies to General Motors and correct the record for the benefit 
f the committee. 


Ve 
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Mr. Burns. Let me ask you about the statement you make on the 
previous page, “The sale of motor vehicles and the : sale of replacement 
parts to ms intain them are inse parable.” 

If that is the way the manufacturer feels, that the only way that 
he can really be sure that his customers are going to obtain proper 
parts and service them, why do you not buy from the outside suppliers 
the entire production of the parts which you are going to use, and 
use what you wish for original equipment and then “distribute all the 
rest of them ~ replacement purposes ? 

The reason I ask that is because the question which you have stated 
up above, that you do not subscribe to the business philosophy that a 
motor-vehicle manufacturer need not concern itself with the motor- 
vehicle replacement-parts business, is challenged by apparently 
whole section of the automotive-parts industry, because they have ved 
for years under the system under which they were looked to as distri- 
bution channels for these parts. And if that system is not working 
well, having these independent manufacturers sell through their own 
distribution outlets, it m: iy be that it is a good business to change it, 
but as long as the independent suppliers are continuing to sell a part 
which fits only your particular car, which is made to fit the Chevro let 
or to fit the Cadillac, these independent jobbers and warehousers fee] 
that they are being squeezed out of the market because General Motors, 
with its large size and power, is in a position, when it chooses to go 
into the market, to take it all. 

Mr. Hoean. I wonder if we could narrow it down? 

Mr. Burns. Yes; I would be glad to. 

Mr. Hocan. I wonder do you think we just came into the market 
on these parts? If that is so, then it is a part of our own develop- 
ment. We have been in the manufacture of original equipment and 
parts for years. The others came in today. Today we are certainly 
making the Hydra-Matic transmission—I do not know anyone who 
makes that; we make the Dynaflow ; you can go through a whole list 
of the things you are talking about. 

Mr. Burns. But those are not the ones they are complaining about. 
The ones they are complaining about are the ones that up to now they 
have been distributing. They have been in business for years as ware- 
housers and as jobbers, and apparently it has not caused the General 
Motors Corp. or any other large corporations to suffer in the sale and 
distribution of their automobiles. 

They have built up over the years historically, and there now exist 
hundreds if not thousands of these jobbers who have been selling these 
parts, and they are the identical parts—we are talking, first, about the 
identical part. 

Mr. Hogan. I wonder if we could find out just what we are talking 
about. You talk about parts. 

Mr. Burns. Well, let us talk about the parts that I have described, 
like the 

Mr. Hocan. Give us a name. 

Mr. Burns. Let us take this Borg-Warner clutch disk, which is a 
particular part that we have already referred to in the record. 

Mr. Hocan. And in the record it shows that the part that Chevrolet 
sells to the dealers is made from Chevrolet tools and Chevrolet engi- 
neering, and the like. 
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lsorg-Warner put out one which, in the opinion of their engineers, is 

tas good. What is the argument on that? 

Mr. Burns. Well, the argument is this: That Borg-Warner, which 
s the manufacturer of the parts puts out, sells, a clutch disk for re- 
placement, and it puts it in a box which is labeled in this instance 
“Chevrolet.” They make 

Mr. Hocan. A different one and sell it under their own name. 

Mr. Burns. No, not a different one. According to the testimony, 

ere is no substantial difference. The only differences are where 

e holes are placed, but the testimony of the manufacturer is that 
hat part is equal in all respects, in all of the characteristics which 

nild be referred to for performance, in quality and in performance, 

length and everything, it is identical. 

Mr. Hogan. And Borg-Warner believes that. So what do we 
come to from that ¢ 

Mr. Burns. Well, you come to this: There is a whole industry of 
parts warehouses and distributors who have included in their line that 
product—there are many others—but we are using that for the pur- 
poses of illustration, not that that is the only product. They have 
been selling those parts, and apparently have been doing a satisfactory 
job of it. 

lhere has not been any objection to Chevrolet selling some directly 
to its car dealers, but at least these jobbers had an opportunity to sell 
to your dealers, but they had an even better chance sell at, perhaps, a 
ower price to all the independent garages. 

Now, they find that General Motors Corp. wants to take over their 
function of acting as jobbers and distributor of these parts which 
Borg-Warner has been selling through them, and it squeezes them 
out of the market. 

So what they want to know is what justification is there for it, and 
what the committee is interested in is whether, assuming that there 
is no legal impediment at all to the company making that decision, 
if it wants to, whether in carrying out that decision it may be using 
its great power and economic power and influence to squeeze out 
these independent jobbers. 

Mr. Hogan. Well, the part that Chevrolet is selling is, of course, the 
part that is made to Chevrolet’s specifications. 

Mr. Burns. We are in issue right there. 

Mr. Hogan. Well, there is not any issue on that. 

Mr. Burns. But the part that Borg-Warner claims they sell is 
also made to those identical specifications. 

Mr. Hogan. No. 

Mr. Burns. Except for where the holes are placed. 

Mr. Hoean. No, Borg-Warner 

Mr. Keattne. Those holes might be awfully important to the engi- 
neering problem. 

Mr. Hogan. Borg-Warner claims the result, their engineers say the 
result, of the Borg-Warner, which is made under Borg-Warner tools 
and the like is, in their opinion, as good as the part designed by 
Chevrolet. 

Now, they may be right, but what has that got to do with the ques- 
tion we are talking about? Are we back on this representation or 
are we on another issue? 





3838 STUDY OF THE ANTITRUST LAWS 


Mr. Burns. We are not on misrepresentation at this moment. Tj. 
question is whether the service which you seem to imply is essentia| 
mit you must get into this other business because the sale of replac 

nent parts is inseparable, has any sound basis in view of the test 
mony of Borg-Warner that their part will serve the same purpose, 
is identical in all material respects, and has been sold historically 
this class of businessmen. 

Mr. Hocan. Let me get straightened out on it—— 

Senator O’Manonry. May I interrupt just a minute. I think pe 
haps I can straighten it out. 

First let me say that there is no question of good or bad here. 
question of violation of any law. We are dealing solely with what 
be the result of a policy which the witnesses who came before us seem 
fear. Now, sak in this very paper that you are presenting to 
and which Mr. Hufstader has just read there is a simple sentenc 
which is the message of General Motors to the parts dealers of Americ 
Now, the dealers, beginning almost half a century ago in many i 
stances, have their plants seattered all through many States. The 
employ a large number of people. They are significant business ente1 
prises in many towns. If they prosper, the towns prosper. If they 
are going to lose business, the economy of the towns in which they an 
situated will suffer. 

Now, this is Mr. Hufstader’s message to them tonight from t] 
room: 

Che sale of motor vehicles and the sale of replacement parts, to manufactur 
them, to maintain them, are inseparable. 

Now, I can change the word “sales” to the word “manufacture.” 
And this is the way the sentence would read: 

The manufacture of motor vehicles and the manufacture of replacement parts 
to maintain them are inseparable. 

Is General Motors now telling the parts manufacturers of the United 
States, “We believe that since we manufacture General Motors cars 
and sell them, the manufacture and sale of replacement parts for those 
motor vehicles are inseparable”? Is that what you are saying? 

Mr. Hocan. Senator, is it offensive to anyone when we design a1 
engine, spend years in specifications, build the engine and then try 
to sell the parts for replacement ? 

Senator O’Manonry. Mr. Hogan, I tried to prevent you from get- 
ting that impression by my preliminary statement, by saying that 
there was no question of any violation of tl.e law. 

Mr. Hocan. I say, was it offensive to you or anyone else? 

Senator O’Manonry. It is not offensive to me at all. I just wai 
to know where we are going. Is the development of industry in this 
country going to continue at the pace of concentration at which it is 
going, which will result, as the record clearly shows, in the continuous 
decline of the profits of small business and the continuous increase of 
the profits of big business, and the direction, the advice, the control 
I might say the regimentation but I won’t use that word—of the deal 
ers and the parts manufacturers will and must come from the central 
management of big business? Are we on the road to eliminate litt! 
business from the field, to eliminate competition from the field and 
let the whole thing finally end in a few big managerial officers? 
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Mr. Curtice. I can answer that— 
Senator O’Manonry. Now, in the automotive industry—let me 
oint this out, sir, before you answer—and I like your speeches—let 
e point out this to you, sir; that there were 9 automobile manu- 
icturers less than 2 years ago in the United States. The Federal 
rade Commission and the Department of Justice have announced 
hat they would raise no question of violation of the antitrust laws 
certain mergers which reduced the number of automobile manu- 
turers from 9 to 6. We have only six now. And we have your 
hart showing that Ford and General Motors are the two big con- 
nders for the total market, with Chrysler coming along with a very 
| percentage. And the other 3—yes, the other 3 probably having 
ss than 10 percent of the market, and wondering how they can 
tinue to exist. 
Now, I don’t deny that General Motors is efficient. I don’t deny 
it Ford is efficient. I don’t challenge the integrity of your man- 
cement. I don’t challenge the integrity of Ford’s management. 
| say, oe at sort of a world do we want to live in? We don’t want a 
rid of political concentration. If we don’t want a world of po- 
ical concentration, we had better be sure that we are not going to 
world of economic concentration, because the latter leads di 
y tothe former. 
Now, I yiel d the floor. 
Mr. Curtice. Thank you. I just wanted to say that it has already 
-we have already testified to the fact that 60 percent of the cost 
our automobiles over the years has been purchased from 21,000 
uppliers. They have all grown, they have all prospered, they are 
rospering today. And they will continue to prosper as suppliers to 
r industry, to General Motors in particular, these 21,000 many of 
om, of course, supply other members of the industry. 
\s Mr. Hogan pointed out—and I think for Mr. Burns’ information, 
| should clarify a point that he seems not to be informed on—we 
en’t just entered the parts distribution business. 
Senator O’Manonry. Oh, Mr. Burns knows that; we all know that. 
Mr. Curtrice. And we haven’t just entered it on a wholesale basis. 
We have had a wholesale plan in effect with our dealer organization 
ora great many years. We have broadened our plan of distribution 
by making available parts that formerly were just available through 
\utomobile dealers, General Motors dealers. They are now avail- 
to a great many wholesale parts jobbers, distributors, warehouse 
s, for service to the independent garages, the independent dealers, 
} our dealers, anywhere they can sell them. And they are very effi- 
t merchandisers, too. 
Phere is a great volume of parts business. I know of no parts 
ufacturer who has suffered a decline in his business as you have 
een talking about, and certainly not the warehouse jobbers and the 
er distributors and wholesalers who have been for many years 
ngaged in this business, just as we have, selling the products of other 
inufacturers. 
Now, a certain limited group have available to them General Motors 
ts which formerly were exclusive to the General Motors retail auto- 
obile dealers. This is an enormous parts replacement business. It 
growing as the population of passenger cars and trucks continues 
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to grow, and it will keep on growing and growing with the great! 
increased national product, which in turn will result in increase 
output of passenger cars and trucks, and the population will continu 
to increase. 

If you had read this statement, you would have had quite a differe: 
picture— 

Mr. Burns. I did read it, Mr. Curtice. 

Mr. Curtice. Of General Motors’ participation in this parts replace- 
ment business. I think it is in the area of 20 percent, by the best 
statistical information that can be developed with our dealers, wit! 
our distribution system. There is no threat to independent manufac 
turers of parts which they supply to us, which they supply to ot! 
members of the industry, which they in turn supply to all of the d 
tributors who have represented them over the years and will continue 
to represent them, and there is no threat to the jobbers who are 
handling those parts. 

Senator O’Manonry. But, Mr. Curtice, aren’t you overlooking the 
fact that the number of automobile manufacturers in the field has 
been seriously reduced ? 

Mr. Curticr. I could take you back some distance when there wer 
2,500 different makes of cars, how many different companies 

Senator O’Manonery. That just emphasizes a trend. 

Mr. Curticr. And, of course, you touch on a very important subject. 
Any company, to be successful, must be well managed, which means 
that it must develop a product that is salable at a price that the publi 
considers to be——— 

Senator O’Manonry. That, of course, is acknowledged. And I say 
to you again, General Motors has been well managed. It has been « 
mar velously well-managed and efficient company. “There could be no 
question about that. But as it has grown there has been a decline in 
the existence of other competing manufacturers. 

Mr. Curtice. Do you know why that is? Why do more people—the 
only reason that we have grown is because more people buy our prod- 
ucts, and the reason more people buy our products is because they like 
them and they believe that they represent an outstanding value fo1 
the dollar. 

Senator O’Manoney. I think that is a substantial part of it. 

Mr. Courtice. Now, as far as profits between sizes of companies, we 
were very small. You saw that chart which I presented here last 
Friday which showed we had—what was it, 12 percent? We repre- 
sented—— 

Senator O’Manonery. Yes; we had the testimony of Mr. Sloan. 

Mr. Curticr. So we were small, and we have grown from that 
because we became efficient, we developed an efficient organization. 
And the combination certainly produces a return. 

Senator O’Manoney. Of course. But as Mr. Sloan testified, and as 

was shown by this chart, number two, of your original presentation, 
you have gone consistently into the manufacture of other commodi- 
ties, other related products, into the manufacture of parts. You have 
been constantly expanding. 

Mr. Hoan. Let us get back to automotive parts. 

Senator O’Manoney. We will. 

Mr. Curtice. We haven't. 
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Senator O’Manonry. When Mr. Curtice begins to talk about the 
ficiency of General Motors, which is not in issue, I am talking 
uit- —- 

Mr. Curticr. But it is related to the subject that you were talking 

pout, 

Senator O’Manoney. I am talking about the fear of the parts 

unufacturers, who have been in this ‘business, that they are going to 
e driven out by the competition of General Motors and out of “the 

icy which is announced here, “the sale of motor vehicles and the 
=ale of replacement parts to maintain them are inseparable.” Are 
ev inseparable? Why are they inseparable? 

Mfr. Curtice. That is Mr. Hufstader’s opinion, isn’t it? 

Senator O’Manoney. Well, what is your opinion? Are they in- 
eparable ? 

Mr. Currice. I think that we generate a parts business for the parts 

anufacturers and we have the right to compete for the replacement 
arket. 

Senator O’Manoney. You are changing the subject. 

Mr. Currice. No, Iam not. 

Senator O’Manonry. Are they inseparable? 

Mr. Curtice. No; I am not. 

Senator O’Manoney. Is the sale of motor vehicles and the sale of 

placement parts to maintain them inseparable? 

Mr. Curtice. But I say that they go together. 

Senator O’Manoney. Mr. Hufstader said ‘ ‘inseparable.” Do you 
vish to change that ? 

Mr. Curtice. I don’t wish to change anything he is saying. I am 
Sa) ing-—— 

Senator O'Manonegy. You are the boss. 

Mr. Curtice. We have a very democratic organization. Anyone in 
the organization can say whatever he thinks, you see. 

Senator O’Manonry. You know I have just received a message 
from my wife. She wants to know when to serve the dinner. 

Mr. Currice. Well, you set the hour and if it is soon, I will agree 
with you. 

Senator O’Manoney. I want to satisfy Mr. Hogan first. 

Mr. Currice. All right. 

Mr. Hoan. Rather than go on with this unc ertainty, I wonder if 
you would let Mr. Skinner talk for about 2 or 3 or 5 minutes. He is 
the group executive in charge of what is known on the chart as the 
parts and accessory division. 

Senator O’Manonry. We will let him talk for 5 or 6 minutes. 

Mr. Burns. He is the next witness, anyway. 

Mr. Hoean. I think he can clarify the questions | you have on that. 

Senator O’Manoney. We all join in promising my wife when Mr. 
Skinner finishes in 10 minutes—I expand the time—we will recess 
until tomorrow ge Hap 

Mr. Hocan. I don’t offer to go home with you and apologize. I 
don’t know whether she will take it from me. 

Senator O’Manonry. She would love to see you. 

We will call Mr. Skinner, and then how would you like to begin at 
9: 30 in the morning? 

Mr. Hogan. That would be all right. 
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Senator O’Manoney. Is that O. K. with you? 

Mr. Burns. We might as well. We want to try to get through «a 

ve them as much time as we can. 

Senator O’Manonry. After the testimony of Mr. Skinner, whe 
we recess we will reces until 9:30 tomorrow morning in this room. 

Mr. Borns. Identify yourself for the record, your name and 
wiateien i ae . 

Mr. Skinner. Sherrod E. Skinner, vice president, group execu 
in charge of the recessory group. 

Mr. Burns. Proceed with the statement that Mr. Hogan wants 
ee . 

Mr. Skinner. I do not have a statement. I understood— 

Mr. Bi rns. This explanation that Mr. Hogan wanted you to giv: 

Mr. Skinner. | thought any questions you might have in addition 
on these parts 

Mr. Burns. We have quite a few questions for Mr. Skinner, as soon 
as we finish with the first 17 pages of this statement, but Mr. Hogan, 
why don’t you ask the questions yourself ? 

Mr. Hogan. Mr. Skinner, I think, can tell you the divisions that 
come under his supervision, and the parts that they make, so we wil! 
vet some idea. 

Senator O’Mauonry. You know what you want to bring out. Yo 
question him. 

Mr. HIloGan. No. 

Mr. Skinner. There is one thing I think should be brought out as 
the result of listening to the last hour or so. That is the fact that we 
have a about parts, used the word many, many times, and there 
is a great difference in parts, and one of the outstanding differences is 
the fact that there are a great many parts that we design and make 
either in the car division, or in the allied divisions, or that we buy 
from outside parts suppliers that are not available in the replacement 
parts field. 

The point IT wanted to make is that, not to belabor this matter of 
the inseparability that we were talking about, but to point up the 
fact that in order to get replacement parts, and this apphes by a wide 
margin to the majority of the parts that go into the manufacture of 
our cars, they have to get them from the car division or the allied divi 
sions because the independent parts suppliers only supply a small, 
a relatively small number of the different parts. 

I think it would be necessary to look at an exhibit to point that out, 
but it is a fact. For example, in the Hydra-Matie drive which 
tbout 450 parts, different parts, not counting standard hardware, 
which would be bolts and nuts and washers and the like, we would 
manufacture about 240 of those parts, and the balance of some 210 
parts, come from various outside suppliers, and of those 210 parts, 
outside suppliers chose to put on the market through independent 

nnels some 39 of those parts, so that there is only an av: al ibility 
gh the independent parts manufacturer or supplier of a very 
all number of parts that are needed for servicing Hydra-Matiec. 

There is a great deal of rebuilding in that particular field, all o! 
which is done outside of our division, with parts secured either from 
us or from the outsids e supplier 

On the . Hydr: a-Matic that hi s been 3 in production for the last sever: 
vears, and now succeeded this year by a brandnew one, there were 





STUDY OF THE ANTITRUST LAWS 3843 


parts only that were selected, chosen, by some independent out 
yphier because they were fast-moving parts 5 In other words, 
fast-wearing parts, and m: iny were needed in the field. It 
ot cost too much to tool up for them. it did not take too much 
pment, so on those eight parts are made available today in the field 
‘part of the independent supplier. 
you can see, we have to be in the parts business, w hether we lke it 
t. and we have been in it, of course, right from the beginning. 
Haat xumple that I give is Important for many reasons. One, 
rticular. is the fact that all of the devices, the components, that 
Ww to make up our Cars have bee ‘ome more comple X, more precise, 
re much more in the w: ly of engimeering and in eq juipment to 


— 


al 
ul 


? 
i 


e them. 
n we brought out Hydra-Matie drive in 19359 there was not 
rle parts’ suppher inside or outside of the industry that had a 
f that kind ready. 
Vhen it was brought out, several good suppliers, qualifi ied sources, 
part in it, and they are still taking part in it, but only to the 
that I have dunks indicated, and I think that is rather neces 
to understand to get any appreciation of what seems to be a con 
vy here between two groups who are both in the parts business 
vho, both of whom, have every right to be in the parts business. 
In other words, if you should ask me how many—what part of the 
hess on parts business “are you trying to get for General Motors ? 
ould have to say on all those parts that nobody else supplies, we 
got to be pre pared at least to supply a hundred percent, because 
cannot get them any where else. 
()n the parts, where there is real competition, in other words, where 
ere are equal and duplic ate parts from qualified sources, the only 
ercentage I could give you is the percentage that we have to supp sly 
meet the demand that we get, and I think that points up pretty 
ell the whole parts story from the standpoint of any policy we may 
eor any plans that we may have for squeezing anyone out. 
Realistically I do not know just how you Apion go about that. 
ould be too big a job. I do not think it would—I would not 
mumend it to anybody. 
nator O’Manonry. Well, there was testimony here, Mr. Skinner, 
it the practice in the past of Chevrolet to ship cars to dealers 
ut certain parts which customers like to have, and some did not 
ibout having, for example, heaters. Some people were willing 
iy a Chevrolet, but did not want to pay the comparatively sm: all 
. cost that would be involved in the installation of a heater. 
Some people want a radio in their cars, some do not, and there 
r parts of the same character 
Now, these parts the purchaser sometimes wants and sometimes 
not want, they are parts which are not essential to the basic 
pose of the automobile, which is transportation. ‘They are re 
led by some customers, I have heard customers speak of them, 
ringerbread, unnecessary luxuries and nice to have, but, as I say, 
t cessary. 
Now, the testimony has been that in some cases the factories have 
unwilling to sell cars without these additional parts. You have 
d that complaint; have you not ? 





3844 STUDY OF THE ANTITRUST LAWS 


Mr. Skinner. Do you have a question on that? 

Senator O’Manonry. Well, what about those parts? Can the parts 
manufacturers make them ? 

Mr. Sxrnner. First of all, we were talking about replacement parts, 
You are talking about optional equipment. 

Senator O’Manoney. All right. That raises up the whole question 
of optional equipment, but I mentioned it because it does show that 
there are some parts which are not essential, and now we are dealing 
with those parts which other manufacturers of parts have made, and 
which have been used, and we will go on with that in the morning 
unless you feel, Mr. Hogan, that Mr. Skinner has not—— 

Mr. Skinner. Hydra-Matic drive is one of the largest packages we 
have known as optional equipment. 

Mr. Hogan. How would it be if we brought a few of these pieces 
in here so that you could look at them and see what we are talking 
about when we say a part? 

Senator O’Manoney. Well, if you can find a place between the 
chairs here. 

Mr. Hogan. We can hang them from the ceiling. [Laughter. | 

Senator O’Manoney. I would have no objection to it. I think we 
could find a place. I do not want to put them on the press table. 

Mr. Hogan. We might put them in front of us because we have 
been talking about parts so much. 

Senator O’Manoney. We cannot crowd out the staff, Mr. Hogan. 

Make a selection of some parts that you would like to bring in, 
and we will be very glad to have an exhibit maybe. We can set them 
up in the hall. 

Mr. Hocan. Well, if I could have that much space—— 

Senator O’Manoney. We might have a real exhibit. 

Mr. Hocan (continuing). And I had the time, we really could 
put a show on for you. 

Senator O’Manonry. We have got a lot of testimony that has to 
be presented, so that we will now stand in recess until 9: 30 tomorrow 
morning. 

Mr. Sxrnner. May I apologize to Mrs. O’Mahoney for the late 
dinner ? 

Senator O’Manoney. Please, that is all right. Thank you. 

(Whereupon, at 6:40 p. m., the subcommittee adjourned, to recon- 
vene at 9: 30a. m., Friday, December 9, 1955.) 
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